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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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Now  here's  what  we  call 
a  side  order  of  spinach. 
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Set  the  table  for  19  million  California  is 
coming  to  dinner. 

Whether  they  ask  for  spinach,  peas  or 
egg  plant,  it's  home  grown  in  their  own 
Central  Valley.  Every  major  commercial 
crop  except  tobacco  grows  there. 

One  of  the  world's  richest  agricultural 
areas,  California's  great  valley  extends 
450  miles  north  to  south,  averaging  40 
miles  wide. 

Though  famous  internationally  for 
its  bounty  of  fruits  and  nuts,  today  the 

Where  vegetables  compete  for      •» 
a  lady's  attention,  Clark-built 
Tyler  refrigerated  display  cases 
keep  them  fresh  and  flavorful. 


pressure's  on  for  bigger  and  bigger  vege- 
table yields  to  satisfy  local  appetites. 

Move  it  from  grower  to  grocer 

We  each  consume  about  170  lbs.  of 
vegetables  per  year — fresh,  frozen  and 
canned.  And  Clark  Equipment  helps 
move  them  to  market. 

Here  in  the  spinach,  Clark-built  truck 
trailers  work  around  the  clock  hauling 
from  field  to  nearby  cannery.  After 
three  weeks  they'll  move  on  to  peas, 


then  Brussels  sprouts  and  tomatoes. 

They  are  27-foot  flatbed  units  hitched 
in  tandem,  specially  equipped  with  side 
frames  for  truck  farming.  It's  rougher 
duty  than  on  a  paved  highway,  but 
these  Clark  trailers  can  take  it. 

From  the  same  company  that  builds 
earthmoving  equipment,  axles  and 
transmissions,  lift  trucks,  truck  trailers 
and  commercial  refrigeration  equip- 
ment. Clark  Equipment  Company, 
Buchanan,  Michigan  49107. 


rxiiiSi 


254615 


Teaching  a  computer  to  be  a  machinist 


Getting  a  Numerically  Controlled  machine  tool 
ready  to  produce  pays  no  profit;  Warner  & 
Swasey  has  developed  a  new  method  which  gets  them 
producing  faster,  turning  a  profit  sooner  —  on  short 
runs  or  long. 

It's  called  CUTS  (Computer  Utilized  Turning  Sys- 
tem). Accepted  manufacturing  methods  are  stored  in 
a  computer's  memory.  You  add  only  a  description  of 
the  finished  part  wanted.  The  computer  decides  how 
to  produce  that  part  and  then  makes  the  turret  lathe's 
control  tape.  This  system  reduces  programming  time 
from  hours  to  minutes. 

You  make  the  best  possible  use  of  the  time  of  your 
most  skilled  workers  (and  relieve  them  of  much 
tedious  labor).  Your  machines  are  at  work,  produc- 
ing, for  longer  periods;  there  are  fewer  errors.  And 
there  is  more  net  profit. 

.  This  is  only  one  of  the  many  new  developments  at 
Warner  &  Swasey  —  developments  which  can  add 
importantly  to  profits  in  hundreds  of  plants. 


his  man  and  machine  are 
ore  productive  because 
the  CUTS  program. 


U   CAN   PRODUCE   IT  BETTER,   FASTER,   FOR   LESS   WITH  WARNER   &  SWASEY    MACHINE   TOOLS,   TEXTILE   MACHINERY,   CONSTRUCTION    EQUIPMENT 
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Belted  tires: 
The  difference 
is  measured  in 
miles. 


There's  a  revolution  in  tire 
development  going  on  at 
B.F.Goodrich. 

It  has  to  do  with  belted  tires,  the 
kind  we'll  be  riding  on  in  the  70's. 

We're  making  two  kinds.  The 
bias-belted.  And  the  radial- 
belted.  Both  have  belts  that  circle 
the  tire  underneath  the  tread. 

And  both  are  measurably  better 
than  the  unbelted  tires  most  of  us 
ride  on  today. 

The  bias-belted  tire  that  will  come 
on  next  year's  cars  has  a  polyester 
cord  body,  reinforced  with  a 
fiberglass  belt. 

Compared  to  an  unbelted  tire, 
our  bias-belted  will  give  you 
substantially  better  mileage. 

But  best  of  all  is  the  B.F.Goodrich 
Silvertown  radial -belted  tire,  the 
biggest  innovation  in  tires  since  we 
invented  the  tubeless  tire. 

Our  radial-belted  will  give  you 
the  best  mileage.  The  reasons  are 
guite  technical.  But  because  a 
radial-belted  tire  is  made 
differently,  it  runs  cooler.  Unigue 
knee-action  sidewalls  permit  the 
radial  tire  to  flex  independently  of 
the  movement  of  the  tread.  The 
tread  does  not  sguirm  or  scuff,  so 
the  tire  wears  longer. 

Now  selecting  the  right  tire  for 
your  needs  is  easier  than  ever. 
B.F.Goodrich  has  given  you  a 
choice.  All  you  have  to  remember  is 
good,  better,  best. 

The  unbelted  tire  is  good. 

The  bias-belted  tire  is  better. 

The  Silvertown  radial-belted  tire 
is  best. 


B.E  Goodrich 


We  make  the 
difference  in  tires. 
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1935    Howard  "Mister  Mulligan"     m  1936    Douglas  DC-3 
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1942    North  American  B-25  "Mitchell" 


1943    Consolidated  B-24  "Liberator"  1944    North  American  P-51  "Mi 


1955    Boeing  B-52  "Stratofortress"  1956    Douglas  B-66  "Destroyer"  1957    Boeing  707  1958    Lockheed  F- 104  "Stai 
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In  50  V63TS  Ex-Cell-O  precision  has  been  a  part  of  every  U.S.  aircraft  of  the  past  50   *j 

-  ,         I  _  •«  (including  every  commercial  jet  flying  today).  In  fact,  Ex-CelJ 

Ww  VC  lICipCvl  WlllC  pioneered  the  mass  production  of  hardened  and  gro'l 

a  lot  of  the  around  rules.       rcraft  engine  parts  %*?:* lca-  T ,ch  slrldn '*, 

**  »^^«  ^^"    •■  "^^  jj"  w««  w*m   m  «■■  «_»  »■  come  as  any  surprise.  If  it  flies,  rolls,  crawls,  or  splas  S, 


North  American  F-86  "Sabrejet"     1952    Boeing  B-47  "Stratojet"      1953    Douglas  F4D  "Skyray"     1954    North  American  F- 100  "Super  Sabre" 
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jChance  Vought  F8U  "Crusader"      1960    Convair  B-58  "Hustler"  1961    North  American  X- 15  1962    Grumman  A-6  "Intruder" 


Lockheed  YF-12A  (mach  3)       1967    LTV  A-7  "Corsair  II"        1968    General  Dynamics  F-l  11    And  now  into  our  51st  year...  1969    Boeing  747 


,\*   ANW/j 


>robably  had  something  to  do  with  it.  When  Ex-Cell-O  was 

ded,  in  1919,  our  aim  was  to  excel  all  others  in  mass  precision 

uchon;   a  philosophy  we've  put  to  work  in  such  diversified  fields  as 

il  working,  packaging  and  electronics. 

attitude:  If  it's  worth  mass  producing,  it's  worth  "mass  precision." 
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end  for  our  50th 
Anniversary  Brochure, 
\     I  "xloJ  I \        "Capabilities  in  Mass  Precision." 

\  YuJp-^lZ7  |  Ex-Cell-0  Corporation, 

\       -<X>  /  Box  386,  Detroit, 

j-  s*>     Michigan  48232. 


TheTaikingTrain 

RCA  Spectra  70  computers  taught  Chicago  &  North  Western  freight  cars  to  say 

"Hello,  I'm  in  Wisconsin  with  the  lettuce." 


After  150  years  it  was  high 
time  railroad  cars  learned  to 
talk  and  tell  us  where  they 
were.  But  it  takes  some  doing 
to  keep  track  of  50,000  cars 
constantly  on  the  move  on 
some  12,000  miles  of  rails. 

A  car  can  get  lost,  sent  to 
the  wrong  place  or  ride 
around  empty. 

That's  why  RCA  was  asked 
to  turn  C&NW  cars  into 
regular  chatterboxes. 

Every  day  RCA  Spectra  70 
computers  (linked  to  a  locater 
system)  collect,  monitor,  and 
transmit  200,000  messages 
(route  verifications,  shipment 
location  queries,  car  tracing, 
etc.). 

This  system  (called  FastFax) 
lets  the  shipper  pinpoint  his 
freight  in  seconds,  by  phone, 
and  the  road's  salesman 
search  for  new  customers 
instead  of  lost  freight. 


When  the  computers  are 
not  listening  to  the  trains  they 
are  doing  a  little  talking  them- 
selves. 

They  tell  the  bookkeeper 
who  owes  what,  to  whom, 
and  the  terminal  expediter 
what  goes  where.  They  even 
help  the  C&NW  make  plans 
for  the  future. 


Just  in  case  you  think  we've 
got  a  one-track  mind,  you 
ought  to  know  that  a  Spectra 
70  is  teaching  kids  in 
New  York,  Ohio  and  Michigan. 
(A  Tutor  Computer.) 

Another  is  working  with 
the  police  in  Cincinnati  (As 
an  Electronic  Stool  Pigeon). 

And  there's  another  on 
Wall  Street  that's  eating  up  a 
lot  of  paperwork.  (The  Paper- 
potamus.) 

If  you  think  we  can  help 
you  get  up  steam,  call  us 
station  to  station.  Or  write: 

RCA,  30  Rockefeller 
Plaza,  Dept.  119,  New  York, 
New  York  10020. 
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Side  Lines 


The  Co-Go's  That  Were  No-Go 

W'hex  Senior  Editor  Robert  Flaherty  was  doing  research  for  his 
cover  story  on  Xerox  in  this  issue  (p.  24),  the  inevitable  question 
arose:  Suppose  a  man  had  put  $1,000  into  the  company,  say,  in 
1960,  how  much  would  his  stock  be  worth  today?  Donald  E.  Popp, 
who  runs  our  statistical  department,  did  some  quick  figuring  and  came 
up  with  the  answer:  about  $18,000. 

This  impressive  figure  explains  why,  in  spite  of  the  horrible 
experience  of  1961-62,  intelligent  people  keep  chasing  hot  little 
growth  stocks.  Time  dims  their  memory  of  the  fact  that  most  sup- 
posed go-go's  turn  no-go.  They  remember  chiefly  the  Xeroxes  and  the 
Polaroids.  They  forget  the  Transitions. 

To  refresh  your  recollection,  while  Xerox  soared  from  4K  in  1960 
to  87/8  recently,  Transition  was  going  the  other  direction:  from  60 
to  down  to  934.  An  obvious  choice,  you  say?  Maybe  now,  but  it 
wasn't  at  the  time  when  the  two  of  them  were  both  hot  little  growth 
stocks,  one  in  copying,  the  other  in  semiconductors.  In  early  1960 
Transition's  total  market  value  was  several  times  greater  than  Xerox', 
and  in  that  year  and  the  next  Transition  was  much  the  hotter  stock. 

Popp  discovered  other  examples  right  in  Xerox'  own  industry. 
American  Photocopy,  for  example.  It  was  in  the  same  business  as  Xerox, 
photocopy  machines  and  papers.  And  it  was  a  hot  stock.  From  a  low 
ot  2%  in  1958,  it  zoomed  to  46J4  in  1961.  And  then,  suddenly,  sales 
started  sliding  and  the  stock  took  a  tumble.  The  company  has  perked 
up  recently,  but  the  recent  price  still  was  only  around  128. 

Consider  the  sad  story  of  Anken  Chemical,  another  Xerox  com- 
[)<  titor  back  in  the  days  when  the  photocopying  industry  was  young. 
From  I960  through  19fi2,  Anken's  sales  rose  by  120%  and  its  stock 
went  from  a  low  of  21%  to  a  high  of  79.  Where  is  Anken  now?  Selling 
over-the-counter.  Recent  price:   10. 

Popp's  investigation  raised  an  interesting  question:  What  is  a 
growth  company?  Sometimes,  it  can  be  just  a  fad.  Bowling  was  big 
in  1961.  American  Machine  &  Foundry  rocketed  from  a  low  of  8  in 
1958  to  a  high  of  63%;  Brunswick,  from  a  1958  low  of  4  to  a  1961 
high  of  74/8.  Then  this  sensational  growth  industry  just  stopped  grow- 
ing. American  Machine  &  Foundry  recently  has  been  selling  at  23's; 
.Brunswick  at  22*2. 

Diet  foods.  There  was  a  real  growth  industry  back  in  1961. 
And  when  Mead  Johnson  came  out  with  Metrecal,  it  went  from  20  to 
67/i.  Watching  how  people  guzzled  Metrecal,  one  might  have 
imagined  that  food  would  soon  become  obsolete.  It  didn't.  People 
went  back  to  eating,  and  Mead  Johnson  fell  to  158.  In  1967  it  was 
devoured  by  Bristol-Myers.  We  won't  even  mention  the  hot  stocks 
whose  companies  actually  went  bust. 

All  of  which  proves  what  Forbes  has  been  insisting  ever  since  the 
first  issue  appeared:  In  the  long  run,  what  counts  is  management,  not 
"concept"  or  industry  or  growth  curves.  Xerox  succeeded  where  its 
competitors  failed  because,  as  Flaherty's  story  points  out,  it  had  a 
management  that  realized  it  wasn't  enough  to  make  a  good  product, 
that  good  marketing  was  essential,  too;  a  management  that  didn't  live 
from  day  to  day  but  attempted  to  anticipate  problems  and  prepare 
for  them.  Those  who  read  our  cover  story  last  issue  know  that's  what 
Polaroid  has,  too. 

Find  the  small  companies  with  the  really  talented  over-all  man- 
agement, the  ones  whose  top  management  is  really  motivated  to  make 
money  for  the  shareholders  and  you  can  throw  away  your  charts  and 
earnings  projections.  You  won't  need  all  those  numbers,  because 
you'll  know — by  the  people — which  little  companies  are  really  go-go 
and  which  will  turn  out  no-go.  ■ 
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WASHINGTON 


Justice  Has  Reservations 

The  Air  Transport  Association. 
the  airlines'  trade  group,  has  un- 
obtrusively filed  for  Civil  Aero- 
nautics Board  approval  a  plan  for 
an  airline  reservations  system  with 
some  very  exclusive  features.  First, 
only  IBM  equipment  could  be 
used;  second,  the  terminal  equip- 
ment could  only  be  in  airline  of- 
fices. Eleven  major  airlines  are 
backing  the  idea,  called  ATARS, 
but  there  understandably  is  some 
very  vigorous  opposition.  One  op- 
ponent is  Telemax,  a  company  that 
uses  Sperry  Rand  Univae  equip- 
ment to  connect  American  Air- 
lines' reservation  system  with 
travel-agent  offices  around  the 
country.  The  ATARS  setup,  of 
course,  would  wipe  out  the  Tele- 
max operation.  The  Association  of 
Retail  Travel  Agents  and  the 
Justice  Department  also  are  in 
opposition.  "It's  almost  unbeliev- 
able," says  a  Justice  Department 
antitrust  lawyer.  "This  is  bigger 
than  just  airline  reservations. 
Eventually  we're  going  to  have 
hotel,  car-rental  and  other  reserva- 
tions tied  together — you  can't  keep 
something  like  this  exclusive." 

Sticky   Questions 

Oil  company  executives  are 
grinding  their  teeth  over  a  ques- 
tionnaire sent  them  by  the  Presi- 
dent's task  force  on  oil-import  con- 
hols.  The  quiz  has  90  questions, 
which,  boiled  down,  ask:  "What  are 
your  actual  costs?  How  much  money 
are  you  really  making?"  The  com- 
panies are  caught  in  a  bind.  If 
they're  completely  truthful,  the 
public  will  be  shown  that  some 
of  die  giant  companies  are  making 
enormous  profits  because  of  the  re- 
strictions on  cheaper  imported  oil. 
If  the  oil  companies  lie  or  evade 
the  task  force's  embarrassing  ques- 
tions, Congressional  committees 
will  investigate  and  chew  them  up 
in  public.  However,  if  import 
quotas  are  increased,  the  big  in- 
ternational companies  like  Jersev 
Standard,  Shell,  Gulf,  Mobil!  Tex- 
aco and  California  Standard  still 
won't  lose.  Then  they  could  bring 
more  of  their  Mideast  oil  to  the 
U.S..  where  most  of  them  now  are 
crude-deficient  refiners. 


BUSINESS 


Portable    Apartment 

The  Perm  Central's  land  develop- 
ment subsidiary.  Macco  Corp.,  has 
gotten  off  to  a  fast  start  as  an 
apartment  builder.  After  seven 
months  in  the  business,  the  Macco 
Coip.  now  has  2.500  apartment 
units  under  construction,  most  of 
them  in  California.  Many  of  them 
are  already  rented,  thanks  to 
Prototype — a  portable,  two-unit. 
830.000  demonstrator  -  apartment 
that  moves  from  project  to  pro- 
ject. Once  set  down,  it  looks 
exactly  like  a  small,  one-story 
garden  apartment.  At  its  first  site 
in  Huntington  Beach.  Calif,  the 
Prototype  enabled  Macco  to  rent 
the  entire  64  units  before  construc- 
tion was  completed. 

Second-Hand  Boost? 

The  sale  of  used  computer  equip- 
ment, a  young,  815-million-a-year 
business,  could  get  a  shot  in  the 
arm  if  Congress  repeals  the  751  in- 
vestment tax  credit.  Computer  Ex- 
change Inc.,  which  deals  in  sec- 
ond-hand computers,  notes  that 
the  tax  credit  considerably  narrows 
the  price  differential  between  new 
and  old  computers:  S  100,000  worth 
of  new  equipment  actually  costs  the 
buyer  onlv  S93,000,  compared 
with  $75,000  to  880,000  for  sec- 
ond-hand "third-generation"  equip- 
ment. Without  the  credit,  the 
buyer  would  pay  the  full  S  100,000, 
which  might  be  enough  more  to 
make  him  consider  used  gear. 

A  Little  Here,  a  Little  There 

Jack  Massey,  chairman  of  Ken- 
tucky Fried  Chicken  Corp.,  con- 
tinues to  hedge  against  the  future 
of  his  company's  high-flying  stock. 
For  the  third  time  in  a  bit  more 
than  three  years  Massey  has  cash- 
ed in  by  selling  a  substantial  por- 
tion of  his  KFC  holdings.  The  first 
two  brought  him  and  his  family 
818.8  million,  the  latest  SIT  million. 
Massey  still  has  a  pretty  good  bet 
down  on  the  company's  future, 
however:  He  still  holds  415.450 
shares  worth,  at  recent  prices,  an- 
other 819.6  million. 

Private-Brand   Options 

The  lure  of  stock  options  to  re- 
cruit and  hold  top  executives  sup- 
posedly isn't  available  to  the 
privately  owned  company.  But 
Levi  Strauss  &  Co.,  the  blue-jeans 
outfit,  has  its  own  brand  of  stock 
inducement.  Strauss  sells  its  stock- 


to  employees  valuing  it  at  book. 
The  stock  would  be  worth  perhaps 
two  or  three  times  book  if  the 
company  ever  went  public.  Walter 
A.  Haas  Jr.,  Strauss  president, 
isn't  above  holding  up  just  that 
possibility  to  any  executive  think- 
ing of  jumping  ship.  With  a  smile, 
he  refers  to  his  stock  plan  as  his 
"golden  handcuffs." 

No   Thanks 

Main  manufacturers  think  of  a 
full  line  as  something  of  a  pan- 
'acea.  But  not  Hart  Schaffner  & 
Marx,  one  of  the  more  successful 
clothing  companies  around.  "We 
are  not  interested  in  getting  into 
the  necktie  business  or  the  shirt 
business  or  the  underwear  business 
or  the  hosiery  business,"  say  s  Presi- 
dent John  D.  Gray.  Why?  "The 
shirt  business  is  very  competitive. 
Gray  cites  as  an  example.  "It's  sub- 
ject to  competition  from  Hong 
Kong  and  other  places'" — which 
makes  it  considerably  less  profit- 
able than  making  suits  and  coats. 

Chain  Centers 

The     logical    extension    of    the 
concept  of  chain  retailing  may    be 
at  hand.  Litton  Industries,  as  mort- 
(Contimied  on  page  12) 
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CHANGE  OF  ADDRESS 


If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
beiow. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 


L_. 


10 


FORBES.   IULY  1.  1969 


Si 


<&> 


T_^-' 


For  the  sophisticated 
businessman*.. 

Zuider  Zee  Fish  'n  Puppies 
comprehensive  franchise  system 
offers  substantial  return 
on  capital  investment 


The  sophisticated  businessman  will  appreciate  the 
completeness  and  soundness  of  our  franchise  system. 
Zuider  Zee  Fish  'n  Puppies  system  delivers  the 
ultimate  in  management,  training  and  supervision. 
The  franchise  contract  is  $36,000  of  which 
52  1 ,000  is  cash  and  $  1 5,000  can  be  financed. 
VC'e  lease  to  you  a  complete  Zuider  Zee  Fish  'n 


Puppies  drive-in  seafood  restaurant  in  a 
30'  x  50'  rcady-to-operate  building,  located  on  a 
high  traffic  site.  It  includes  complete  equipment 
and  sign  package.  Intensive  training  program 
provided  for  you  or  your  manager.  Please  contact 
us  at  once  for  further  business  discussions 
about  this  unique  business  opportunity. 


Write  for  our  free  full-color  brochure  which  pre- 
sents the  complete  Zuider  Zee  Fish  'n  Puppies  story 
and  how  it  can  contribute  to  your  future. 

Zuider  Zee  Fish  'n  Puppies,  Dcpt.  F 

Ten  Oak  Cliff  Bank  Tower 

Dallas,  Texas  75208  ( 2 14 )  942- 17 1 1 


weird  foods  franchise  systems 
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e  ace  p  Leasee 
to  announce  tnat 
lessel,  Patucick  crj>  Ostrau,  Inc. 
is  now  legally  and 
officially 
known  as 


INCORPORATED 


TPO  Incorporated,  61  Broadway,  New  York,  N.Y.  10006 
Members:  New  York  and  American  Stock  Exchanges 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offer  is  made  only  by  the  Prospectus. 


729,222  Warrants 
/\    FIBRE 


GOFR     F=»OF=t/<\-riOhNl 


Price  $20  Per  Warrant 


Each  of  the  Warrants  carries  the  right  to  purchase  one 
share  of  Fibreboard  Corporation  Common  Stock  (no  par 
value)  at  $22.50.  The  Warrants  expire  on  December  1,  1978 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such 

of  the  several  Underwriters,  including  the  undersigned,  as 

may  lawfully  offer  the  securities  in  such  State. 


Lehman  Brothers 
Blyth  &  Co.,  Inc. 

Eastman  Dillon,  Union  Securities  &  Co. 
Goldman,  Sachs  &  Co. 


J.  Barth  &  Co. 

The  First  Boston  Corporation 
Glore  Forgan,  Wm.  R.  Staats  Inc. 
Hornblower  &  Weeks-Hemphill,  Noyes 


Kidder,  Peabody  &  Co.    Lazard  Freres  &  Co.    Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Smith,  Barney  &  Co.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Bache  &  Co.  Paribas  Corporation 

Incorporated 
June  11.  1969. 
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(Continued  from  page  10) 

gage  broker  and  consultant,  is 
backing  four  look-alike  shopping 
centers  scheduled  to  open  a  year 
from  now  in  medium-sized  towns 
in  Colorado  and  North  and  South 
Dakota.  The  centers  will  be  the 
same  size  (600,000  square  feet), 
have  the  same  name  (Century 
Mall),  the  same  basic  design  and 
will  be  built  by  the  same  contrac- 
tor. Even  90%  of  the  tenants  will 
be  the  same. 


FOREIGN 


Making   Money 

Gordon  Hunter,  chairman  of  the 
Royal  Canadian  Mint,  now  a  gov- 
ernment corporation,  thinks  he 
sees  a  potential  profit  in  money. 
First,  he  wants  the  new  corpora- 
tion to  build  a  larger  mint  near 
Ottawa.  Not  only  will  it  be  more 
efficient,  but  it  also  should  stop 
Canada's  need  occasionally  to 
order  Canadian  coins  from  the 
U.S.  mint.  Next,  Hunter  wants  to 
mint  coins  for  other  countries — 
not  just  to  keep  the  new  facility 
busy,  but  for  profit. 

Better  Prospect? 

Alaska  has  been  by  far  the  most 
prominent  of  recent  big  oil  plays, 
but  there  is  a  school  of  thought  that 
contends  Indonesia  may  prove  the 
more  profitable.  Companies  like 
Texaco,  California  Standard,  Mo- 
bil and  Jersey  Standard  have  been 
getting  oil  out  of  Indonesia  for 
years,  and  the  country  currently  is 
producing  750,000  barrels  a  day. 
As  Mobil  Chairman  Albert  L.  Nick- 
erson  says:  "You've  got  a  record  of 
big  production  in  Indonesia  for 
years.  In  Alaska,  all  you  have  that 
anybody  knows  about  are  wildcats." 

Now's   the  Time 

For  years  U.S.  companies  have 
paid  little  attention  to  the  color-TV 
market  in  Europe,  contenting 
themselves  with  small  profits  from 
royalties.  Now,  however,  RCA  plans 
to  expand  its  United  Kingdom 
production  of  color  picture  tubes 
through  a  joint  venture  with  Eng- 
land's Thorn  Electrical  Industries. 
Why  now?  Color  TV  is  finally  tak- 
ing off  in  Europe  and  the  market 
is  expected  to  hit  2  million  sets 
next  vear.   ■ 
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READERS  SAY 


A   Question   of  Principles 

Sin:  Re  the  article  entitled  "The  Top 
500:  Net  Profits"  (Fobbes,  May  15).  I 
spent  over  40  years  in  the  accounting 
profession  as  a  CPA.  I  have  been  con- 
cerned over  the  future  of  the  account- 
ing profession. 

Much  of  the  difficult)  which  has 
come  to  the  surface  in  the  past  two 
decades  may  be  laid  to  a  human  foible 
called  "greed"  in  the  American  way 
of  life.  It  has  permeated  industry  and 
commerce,  including  banking  and  the 
labor  movement.  Accountants  must 
simply  get  together  and  adopt  a  definite 
firm  accounting  policy  for  treatment  ot 
mergers   and   business   combinations. 

— Edwin  C.  Nelson 
Reno,    Ne> 

S  I  was  greath  concerned  upon 
reading  >onr  conclusion  that  "tor  earn- 
ings reports  there  are  no  good  answers 
— onl>  good  questions.''  When 
certifies  financial  statements,  he  is  only 
saying  that  the  statements  were  pre- 
pared in  accordance  with  generally  ac- 
cepted accounting  principles  applied  on 
a  basis  consistent  with  th.it  ot  the  pre- 
ceding vear  The  CPA  has  no  intention 
of  warranting  that  the  results  nt  opera- 
tions e.in  l»-  meaningfully  i  ompared  to 
other  corporations'  results 

\l  WUIS     |      R(>sl  MSI    \l   I 

lain. in  a     I  -Lit-  -      \  V 

The   Second   Mr.    Michaelson 

Sm:    In   your    June    1    issui       /  ■ 
Comment,  u  touch  in 

favorable  terms  on  the  concept  "I  Ed 
Michaelsen  ot  Phelps  Dodge  in  aiming  at 
achieving  50-50  in  the  ownership  "I 
their  plants  m  foreign  countrii 

■In  i  Michaelson  I  <  harles  I), 
president.  Metal  Mining  division,  Ken 
necott    I  went    a    step    further. 

The     Successful     formula     in     ki  nneeott  S 

experience  with  the   Republic  ol   Chile: 

51-49,   with  the  dominant   share  held    by 

hilean  government. 

— Edwin  I-..  Dow  i  i  i 

Director   of    Public    Relations 

Metal  Mining  Division 

Kennecott  ( 'upper  Corp. 

New    V,„k     \.V. 

Wide  of  the  Mark? 

Sm:  I  believe  voll  are  wide  ol  the 
mark    in    your    criticism    of    Studebakei - 

Worthington    (Fobbes,    June    1).     The 

fact  that  the  company  reports  its  earn- 
ings per  share  in  a  confusing  manner  is 
not  unusual,  given  the  state  of  flux  in 
which  investors  and  accountants  find 
themselves  on   this  subject. 

— Joseph  H.  Rek  h 

Brooklyn,    X.Y. 

Sm:    Maybe    I    am    wrong,    but    you 

seemed  to  be  hinting  that  Mr.  Ruttenberg 

(Continued  an  i><i<2< 
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Moyno'  P.C. . . . 
the  pump  that's 
prime  for 
growth 
markets 


H 

pA  rFRA^lCS  » 

^b^fooo      CHEMICA£     TEXT,Lt-S    &* 

44  29 

Moyno  Progressing  Cavity  Pumps  move  hundreds  of  different  liquids, 
slurries  and  pastes.  It  pumps  many  of  these  materials  better  than 
any  other  pump  .  . .  and  some,  only  Moyno  can  pump  at  all.  Small 
wonder  that  this  versatile  Robbins  &  Myers'  product  offers  great 
sales  potential  in  such  diverse  growth  markets  as  chemical,  food 
processing,  sewage,  construction,  and  petroleum.  And  in  the  com- 
ponents field,  the  unique  Moyno  is  specified  on  such  equipment  as 
automatic  car  washers,  artificial  kidney  machines,  and  dental  drills. 
In  addition  to  the  Moyno  Pump  Division,  4  other  R&M  divisions  make 
electric  motors,  gearmolors,  hoists,  cranes,  fans,  portable  and 
built-in  electric  heating  units,  and  refuse  reduction  equipment.  Al- 
together Robbins  &  Myers  offers  6  product  lines  in  at  least  12  major 
growth  markets.  Write  for  R&M  Annual  Report. 
P.  C.  means  the  "Progressing  Cavity"  operating  principle  of  Moyno  Pumps. 


ROBBINS  &  MYERS,  INC. 

1234  Lagonda  Ave.,  Springfield,  Ohio  45501 
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At  Pitney-Bowes  we  wanted 
to  make  a  desk-top  copier  to 
satisfy  everybody. 


We  had  to  make  four. 

Each  one  is  as  different  as  the  needs  of  the  people  it  satisfies.  But  they  all  have  Very 
Important  Things  in  common.  They're  electrostatic  so  they  produce  clean,  dry 
copies  that  won't  fade  or  turn  brown.  They  copy  every  part  of  the  originals  you  want 
copied,  including  signatures  and  marginal  notes— from  all  colors,  even  reds.  They 
have  a  lens,  so  they  copy  from  either  side  of  your  two  sided  original,  without  see- 
through,  and  without  showing  up  erasures  and  whitened-out  spots.  They  all  perform 
with  Pitney-Bowes  quality.  And  are  backed  up  with  Pitney-Bowes  same  day  service. 


OUR  252  COPIER  was  designed  for  the  minimal 
user.  (Even  if  you  need  only  about  a  dozen  copies 
a  day,  don't  you  want  the  superior  quality  you 
can  only  get  from  an  electrostatic  lens  copier?) 
Sheet-fed.  Stores  paper  internally.  And  is  built 
with  the  same  qua'ity  as  all  Pitney-Bowes  copiers. 


OUR  250  AF  is  the  origina1  !h  an  auto- 

matic feeder.  Place  a  stack  of  originals  into  the 
feeder.  Press  a  button.  The  machine  does  all  the 
work,  making  the  copies,  stacking  and  separat- 
ing them  from  the  originals.  Since  time  is  money, 
our  feeder  reduces  even  more  the  already  low 
cost  per  copy.  If  you  wish,  you  can  buy  the  basic 
250  Copier  and  add  the  automatic  feeder  iater. 


OUR  250  COPIER  was  designed  for  the  medium 
user.  Since  it's  roll-fed,  it  automatically  cuts  your 
copies  to  the  length  of  the  originals.  (You  don't 
have  to  pay  for  paper  you  don't  use.)  Delivers 
your  first  morning  copy  without  any  warm-up. 


OUR  250  MULTI-COPIER  was  designed  for  the 
typical  multi-copier  user.  Our  research  proved 
that  the  average  user  rarely  needs  more  than  5 
copies  at  a  time,  no  larger  than  8V2"  wide.  Even 
though  most  machines  will  make  up  to  15  copies 
~e  up  to  1 1"  wide.  Our  roll-fed  250  MC  will 
give  you  up  to  10  copies  up  to  &2"  wide.  So  you 
don't  pay  for  more  machine  than  you  need.  And 
still  have  all  the  advantages  of  a  quality  copier. 


PBlPitnev-Bowes  .sh«K.»»»u 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


THE  GONE  GAUL 


Isn  t  it  astonishing  and  wasn't  it  almost  totally  unfore- 
seen that  tlif  sudden,  total  political  demise  ot  de  Gaulle 

would    have    SO    little    impact    on    the    affairs    of    men    and 
nations  as  to  be  considered  really   no  impact  at  all? 

Onl\     two    weeks    attei    de    ( iaulle    li.mded    liimselt    his 

head  and  went  walking  on  Hue.  I  visited  very  briefly  in 

France  and  Italy  ,\]h\  Germany,  and.  do  you  know,  onlj 
once  did  anyone  brim;  np  the  name  01  the  subject  ol  liis 

own   accord. 

Tliis.    mind    you,    just    a    do/en    days    after    die    long- 
predicted    Deluge      \t    least    il    the   man    had    died,   people 


would  have  been  talking  about  his  funeral  and  his  life. 
Instead,  alive,  he  has  passed  into  oblivion.  He  will  prob- 
ably only  once  again  be  front-page  news — and  that  won't 
be  in  his  lifetime. 

The  referendum  over  which  President  de  Gaulle  im- 
molated himself  should  and  quite  possibly  would  have 
been  approved  on  its  merits.  By  making  himself  the  issue 
instead  of  leaving  the  issue  itself  as  the  issue,  he  killed 
both. 

I  am  sine  that  for  the  man  himself  the  greatest  tragedy 
is  dial   at  his  end  there  wasn't  one. 


LOGICAL?   LOGICAL 


Surcease  of  the  surtax  would  undo  whatevei  good — if 
an) — tight  money  ,un\  soaring  interest  rates  are  contri- 
buting to  slowing  inflation. 

\  sizable  federal  budget  surplus  of  $8  billion  or  S8 

billion   or   even   $10   billion    would   help    immeasurably   to 

stop  the  alarming  rate  of  dollar  erosion. 

.    Maybe  it  not   the  total  elimination  ol  the  investment 


tax  credit,  certainly  a  sizable  reduction  of  it  will  have  to 
come  too. 

For  sure,  we  cannot  carry  on  in  Vietnam  at  full  tilt  and 
toss  inestimable  billions  more  to  the  ABMsters  and  expect 
to  win  the  Battle  of  the  Dollar. 

And,  for  double  sure,  failure  to  extend  the  surtax  will 
mean  failure  in  the  fight  against  inflation. 


STOCK-MARKET  OUTLOOK 


By  most  an)    analysis  one  must  be  bearish. 

It  inflation  isn't  slowed,  curbed,  controlled,  il  will  be 
eery  bad  for  the  economy. 

Uncontrolled,  inflation  will  ultimately  lead  to  the  quag- 
mire of  price-wage  controls  and  all  the  other  artificial 
restraints  that  pile  strangulating  red  tape  on  top  of  the 
existing  problem. 


If  inflation  is  controlled,  it  has  to  mean  tight  money, 
surtax  extensions,  probable  repeal  of  the  7%  investment 
credit — a  slowdown  all  along  the  line. 

So,  my  market  forecast: 

Stock  prices  will  probably  hit  new  highs  and  the  Dow- 
Jones  average  over  1000 — soon. 

And  I  am  not  joking. 
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"IF  THEY'RE  OLD  ENOUGH  TO  FIGHT  FOR  THEIR  COUNTRY, 
THEY'RE  OLD  ENOUGH  TO  VOTE" 

Perfect  example  of  a  non  sequitur. 


YOU  HAVEN'T  SEEN  ANYTHING  YET 


Everywhere,  including  here,  people  are  asking  why  wel- 
fare costs  are  sky  high  and  still  soaring  in  a  time  of  peak 
prosperity  and  near-total  employment. 

Mrs.  Irene  Gibbs  gave  the  answer  the  other  day  to  the 
New  York  Times: 

A  guiding  thesis  of  this  group  [National  Wel- 
fare Rights  Organization],  and  of  related  groups 
...  is  that  "it's  not  a  privilege  to  be  on  welfare; 
it's  a  right." 

For  Mrs.  Gibbs,  that  means  the  right  to 
"decent  clothing  and  decent  meals"  in  the  one- 
family  rented  house  that  she,  her  husband  and  six 
of  their  ten  children  occupy  in  St.  Albans.  It 
means  no  more  "snooping  around  when  I  ask  for 
something  that  the  law  says  I  deserve,"  such  as 
a  winter  coat  for  a  son. 

"Furniture,  too,"  she  recalled.  "It  took  three 
years  of  living  with  a  box  propping  up  the  broken 
couch  before  welfare  gave  me  S250  for  a  new 
one.  And  I  wouldn't  have  ever  gotten  $125  for 
a  washer  if  the  Welfare  Rights  hadn't  told  me 
that  I  was  entitled." 

Such  grants  were  in  addition  to  the  $122  that 


welfare  pays  the  Gibbs  family  every  month  to 
supplement  the  $354  a  month  that  Mr.  Gibbs 
earns  as  a  hospital  worker.   .  .  . 

"I  just  want  to  keep  my  family  well  fed  and 
happy,"  she  explained,  "and  I  don't  see  why  I 
shouldn't  be  able  to,  just  because  I  don't  have 
enough  money." 


Headline : 


NIXON  NAMES  ACCOUNTANT  TO  SEC 


Good. 

Maybe  Mr.  Needham  can  help  the  other  commissioners 


and  the  rest  of  us  understand  the  new  "flexible"  corporate 
accounting   procedures. 


NO  COST,  HIGH  YIELD 


On  the  dining  room  tables  at  Yellowstone  National  Park's 
Old  Faithful  Inn  are  wee  white  cards  that  give  the  name 
of  the  waitress,  and  at  the  top  ot  the  card  in  large  letters 
is  the  word  Hello. 

After  an  invariably  lengthy  wait  in  line  that  results  from 
ever-increasing  numbers  of  summer  visitors,  one  is  either 
testy  or  tired  or  both.  The  friendly  Hello  on  the  card 
does  much  to  take  the  sting  away. 


What  a  difference  a  single  word  can  make  both  to 
mood  and  day. 

You  know  yourself  how  much  a  cheerful  "Good  morning" 
or  "Good  night"  does  to  the  spirit — especially  from  an 
unexpected  source,  such  as  the  sour  elevator  starter,  or  the 
sullen  secretary. 

A  good  word  doesn't  cost  anything  and  the  yield  is 
surprisingly  high. 


UNTRUE  TRUTH 

"Neither  a  borrower  nor  a  lender  be"  may  be  sound 
advice,  but  what  a  lonesome  way  to  go  through  life. 


-Malcolm  S.  Forbes, 

Editor-in-Chief 


Considerations 
for  managers 
facing  the  problem  of 
a  marginal  plant. 


If  you  are  paying  increasing  penal- 
ties for  inefficient  manufacturing 
or  distribution  facilities,  here  are 
some  questions  to  ask  your  staff. 

•  Can  we  make  a  reliable  estimate 
comparing  the  operating  and  capi- 
tal costsof  improving  existing  facil- 
ities with  the  costs  of  a  new  plant  at 
a  new  location? 

•  If  we  decide  to  improve  existing 
facilities,  will  we  have  sufficient 
capacity  and  flexibility  to  cope  with 
the  possibility  of  new  products, 
merger  or  acquisition? 

•  Will  the  planning,  design  and  con- 
struction of  improved  facilities  be 
handled  without  interfering  with 
production,  and  so  as  to  assure 
on-schedule  and  within-budget 
completion? 


•  Do  we  have  the  internal  resources 
to  assure  satisfactory  answers  to 
these  questions? 

An  Austin  FACILITY  ANALYSIS  can 
help  you  answer  them.  It  is  one  of 
seven  Austin  engineering-econom- 
ic-consulting services  which  are  an 
important  initial  step  in  a  systems 
approach  to  the  development  of 
solutions  to  plant  facility  problems. 

Austin  specialists  begin  by  analyz- 
ing your  objectives  as  well  as  the 
mettiods  available  to  attain  them. 
Alternative  solutions  are  carefully 
studied  with  the  aim  of  combining 
all  resources  —  men,  machinery, 
materials,  and  money  —  into  the 
most  effective  answer  to  your  prob- 
lem. This  systems  approach,  based 
on  nearly  a  century  of  service  to 


commerce  and  industry,  produces 
measurable  benefits  in  time,  effort, 
and  money  for  Austin  clients. 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industry,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire  or 
teletype:  The  Austin  Company, 
3650  Mayfield  Rd.,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 
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Mario  coil  designs  reduce  costs  in  process  industries 

Unique,  washable  design  maintains  uniform  heat-transfer  efficiency.  Continu- 
ous-plate fins  and  staggered  tubes,  pressure  expanded  for  permanent  mechanical 
and  thermal  bond,  make  Mario  coils  last  longer,  perform  more  effectively.  Porter 
also  designs  conveyor  belts,  acid  hose,  pipe  lagging,  pipe  fittings,  and  53  other 
products  forthechemical  industry.  Write  H.K.Porter  Company,  Inc.,  Pittsburgh,  Pa. 


V 


1140  sq.  ft.  of  6  rows  deep  washable  coils  being  install' 


PORTER  GIVES  YOU 

BETTER  PRODUCTS 

BY  DESIGN 


Forbes 


"It  Can't  Happen  Here 


J? 


Other  companies  may  have  trouble  controlling  diverse  product 
lines,  say  TRW  executives.  But  they  feel  that  TRW  has  been 
at  it  too  long  to  wake  up  with  Gulf  &    Western's  problems. 


Last  year  Cleveland-based  TRW  ex- 
panded at  a  dizz)  pace.  Through  six 
acquisitions  it  added  over  $300  mil- 
lion to  sales  to  become  a  Sl.o-billion 
company.  Onh  two  other  major  mul- 
ticompanies.  LTV  and  ITT,  equaled 
its  1968  sales  growth.  Many  ol  the 
others.  Cult  &  Western  and  "Auto- 
matic" Sprinkler,  tor  example,  ran 
into  severe  problems.  B>  contrast. 
TRW  showed  a  slight  pretax  gain, 
while  its  16.42  return  on  equity  was 
among  the  best  ol  the  multicompanies 
and  well  above  the  13.3V  average  for 
all  U.S.  industry. 

The  secret  of  such  painless  growth? 
Chief  Executive  John  David  Wright 
realisticaK  gives  some  ol  the  credit  to 
luck.  "The  acquisitions  last  year  were 
really   fortuitous,"  he  says 

Something   More 

tint  luck  cannot  explain  wh)  TRW 
is  one  of  the  most  successful  U.S. 
multicompanies.  Diversified  it  cer- 
tainly is,  even  to  the  point  of  hav- 
ing two  headquarters:  one  in  Cleve- 
land for  its  automotive  and  aircraft 
parts  businesses,  one  in  Los  Angeles 
tor  its  aerospace,  electronics,  and  sys- 
tems work.  Two  top  executives.  Chair- 
man Wright  and  President  Horace  A. 
Shepard  are  at  Cleveland;  Vice  Chair- 
man Simon  Ramo  and  Executive  Vice 
President  Ruben  F.  Mettler  watch 
over  Los  Angeles. 

This  arrangement  is  the  result  of  the 
1958  merger  that  brought  together 
Thompson  Products,  maker  of  auto 
and  aircraft  parts,  and  Ramo-Wool- 
dridge  (which  had  the  first  Air  Force 
contract  to  do  all  the  technical  direc- 
tion for  the  ICRM).  Wright  and 
Shepard  of  Thompson  had  helped 
stake  two  former  Hughes  Aircraft 
executives,  Ramo  and  Dean  Wool- 
dridge,  in  setting  up  Ramo-Wooldridge 
in  1959.  The  merger  showed  their 
stake  had  paid  off. 

Since  the  merger,  TRW  (originally 
Thompson-Ramo-Wooldridge)  has  ab- 
sorbed over  30  additional  companies. 
Generally  its  growth  has  been  con- 
servative, like  the  farmer  who  doesn't 


Smooth.  TRW's  diversity  calls 
for  teamwork.  One  way  TRW 
has  achieved  it  is  to  name 
executives  to  key  positions, 
long  before  they  are  va- 
cated. Chief  Executive  David 
Wright  (above)  retires  next 
year.  His  successor,  Horace 
Shepard,  now  president,  was 
announced     in     early     1969. 


want  to  buy  any  other  farm  except 
the  one  next  to  his.  Rut  its  two  start- 
ing points  are  so  widely  separated 
that  the  company's  products  now 
spread  from  piston  rings  to  civic 
planning.  Last  year,  TRW  got  32% 
of  its  revenues  from  aerospace  prod- 
ucts and  systems  and  computer  soft- 
wear,  28%  from  vehicle  components 
for  autos  and  trucks,  23%  from  elec- 
tronic components  and  communica- 
tion systems,  and  17%  from  industrial 
products    ranging    from    mechanical 


fasteners  to  automated  controls. 

Such  diversification  would  be  a 
challenge  to  any  top  management. 
But  as  Wright  points  out,  TRW 
doesn't  buy  businesses  that  it  doesn't 
understand.  Its  acquisitions  are  often 
unglamorous.  Last  year,  for  example, 
its  biggest  purchase  was  an  industrial 
fastener  and  basic  electronics  com- 
pany, ($122  million-sales)  United  Carr. 
It  sold  off  its  one  consumer  business,  a 
hi-fi  manufacturer.  "We  don't  have 
the  marketing  knowhow  that  depends 
on  advertising,  promotion  and  those 
things,"  says  Wright.  Furthermore, 
TRW  retreats  when  the  competitive 
stakes  get  too  high.  It  sold  off  its 
process-control  computer  business  to 
Martin  Marietta  when  IBM  and  GE 
got  into  the  business. 

Just  as  important,  TRW  has  been 
thinking  decentralization  for  a  long 
time.  Chairman  Wright  was  making 
plans  for  running  a  highly  decentral- 
ized operation  when  Jimmy  Ling  was 
still  in  school.  That  was  back  in  1933 
when  the  company  had  a  handful 
of  automakers  for  customers.  "That 
year  our  sales  went  from  $10  million 
to  $3  million,"  he  recollects.  "We  de- 
cided that  we  were  never  going 
through  this  again.  We  made  diversi- 
fication a  goal.  During  World  War  II, 
I  studied  decentralized  procedures  for 
the  company.  At  the  end  of  the  war 
we  decided  to  go  to  a  fully  decen- 
tralized organization.  From  then  on  it 
has  really  been  a  matter  of  evolution." 

The  Carpet 

TRW  has  since  evolved  into  six 
groups  administering  55  divisions. 
"The  divisions  have  complete  freedom 
except  where  they  are  specifically 
restricted,"  says  the  head  of  the  $200- 
million-plus  equipment  group,  Stanley 
C.  Pace  "The  division  managers  must 
confer  with  the  group  heads,  but  the 
initiative  is  at  the  division.  The  shoe 
is  on  that  foot." 

Such  autonomy  could  get  55  divi- 
sions into  trouble  55  different  ways, 
but  TRW  executives  insist  that  what 
happened  to  Litton  couldn't  happen 
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here.  Their  reasons:  1)  a  strict  report- 
ing procedure  that  puts  every  division 
manager  on  the  carpet  once  a  month; 
2)  strict  insistence  on  accurate  projec- 
tion; and  3)  a  mandatory  informality 
that  makes  the  best  advice  in  the 
company  accessible  to  everyone. 

The  top  operating  executives  are 
Shepard  and  Mettler.  On  back-to- 
back  days  every  month,  Mettler  flys 
to  Cleveland  and  joins  Shepard,  who 
the  next  day  ac  companies  Mettler  hack- 
to  Los  Angeles.  Those  days  are  in- 
tended to  place  plenty  of  pressure  on 
the  division  managers.  On  the  first 
day,  in  Cleveland,  the  East  Coast 
division  managers  gather  in  a  short- 
meeting  and  report  to  Shepard  and 
Mettler  how  well  their  division  has 
lived  up  to  monthly  projections.  The 
next  day,  a  meeting  occurs  in  Los 
Angeles  for  western  managers.         __  / 

"They  all  stand  up  before  their 
peers — other  division  managers — and 
have  their  results  displayed  to  the 
whole  group,"  says  Pace.  "The  antici- 
pation of  displaying  fine  results,  or 
the  dread  of  showing  not  so  fine, 
is  as  important  in  motivating  these 
key  people  as  the  year-end  compensa- 
tion. Just  as  sure  as  the  calendar  rolls 
round,  that  meeting's  going  to  occur." 

The  monthly  meeting  serves  other 
purposes.  It  keeps  top  management 
informed.  It  brings  together  top  peo- 
ple to  share  information.  But  the 
problems  are  only  discussed  to  a 
limited  extent  in  the  meeting.  The 
emphasis  is  on  the  report.  "I'm  for 
it,"  says  Automotive  Group  head 
Edward  P.  Rile)'.  "Managers  who  are 
having  trouble  are  against  it." 

TRW's  reporting  is  done  against  a 
sophisticated  three-year  plan  that  is 
updated  quarterly.  Division  managers 
are  expected  to  come  within  10%  of 
their  forecast  on  the  up-side,  and  6% 
on  the  down.  Further,  the  company 
makes  a  five-year  plan  which  indicates 
where  it  would  like  to  be  in  five 
years.  "It's  a  plan  for  growth,"  says 
Riley,  "which  generally  ends  up  being 
attainable  with  a  yreat  deal  of  dif- 
ficulty. The  net  result  is  that  managers 
tend  to  start  new  programs  on  their 
own  so  that  if  trouble  pops  up  in 
one  area,  they  will  be  covered  in 
another."  That  long-ran^e  plan  is  pol- 
ished when  80  or  so  of  TRW's  top 
executives  get  together  for  a  week- 
long  meeting  in  some  secluded  spot 
once  a  year. 

The  Open  Door 

These  rigorous  planning  and  re- 
porting procedures  are  coupled  with 
a  company-wide  open-door  policy. 
Says  President  Shepard:  "We  ha-  e 
an  insistence  on  a  completely  inforn  al 
approach  to  doing  business.  There's 
no    need    to    go    through    form,. 


Cutting  Out.  The  titanium 
blade  being  carefully  mea- 
sured above  will  be  used  in 
a  Boeing  747.  Yet  even  with 
a  raft  of  new  planes  such  as 
III?  747,  TRW  has  recently 
moved  away  from  some  of  its 
traditional  aircraft  parts  busi- 
ness. "It  rapidly  became  ap- 
parent," says  Asssistant  Presi- 
dent Rube  Mettler,  "thai 
as  aircraft  companies  cut 
margins  to  win  contracts, 
their  suppliers  would  be 
the  ones  who  would  be  hurt." 


channels.  The  four  of  us  in  the  presi- 
dent's office  are  equally  available. 
Further,  we  make  it  quite  clear  that 
we  want  people  to  talk  across  the 
organization.  We're  doing  our  best  to 
preserve  our  small-business  attitude 
and  nature." 

Tire  foursome  of  Wright,  Shepard, 
Ramo  and  Mettler  gives  the  division 
chiefs  an  interesting  variety  to  choose 
from.  The  veteran  Wright  has  the 
final  say.  Shepard,  an  informal  soft- 
spoken  man,  was  once  the  Air  Force's 
youngest  general.  His  assistant, 
Mettler.  a  Ph.D.,  just  became  part 
ot  the  top  group.  Ramo,  a  voluble 
scientist,  has  no  operating  duties, 
but  he  has  the  unique  task  of  ques- 
tioning present  procedures  and  peer- 
ing into  the  future  for  new  directions. 

Ramo  recently  explained  how  the 
lour  work  together:  "This  morning 
I  ve    been    involved    in    a    major    de- 


parture being  suggested  from  one 
of  our  plans.  All  of  the  other  three 
will  know  about  the  suggestion  within 
24  hours.  I'm  going  to  see  Rube  Met- 
tler for  lunch.  I  may  give  him  a 
piece.  But  it's  automatically  assumed 
that  I'm  project  head  on  this  one. 
The  others  are  consultants.  The  divi- 
sion head  who  brought  the  suggestion 
will  be  my  deputy." 

Keeping    Control 

Can't  this  get  out  of  control?  Ramo 
points  out  that  if  the  change  were 
actually  made,  a  budget  adjustment 
would  be  required.  That  would  go 
through  Shepard.  But  the  division 
manager  need  only  propose  it  once. 
"If  he's  discussed  it  with  any  one  of 
us,"  says  Ramo,  "that  does  it." 

The  informal  cross-flow  of  informa- 
tion below  the  top  management  level 
is  just  as  important.  Some  years  back 
the  international  division  discovered 
in  Europe  that  Detroit  automakers 
were  serious  about  producing  a  small 
car.  The  domestic  divisions  benefited 
because  the  trick  in  selling  auto  parts 
is  getting  manufacturers  to  design 
your  parts  into  their  cars. 

But  this  cross-flow  can  take  time  to 
start.  At  first,  the  old-line  businesses 
in  the  East  were  wary  of  the  swingers 
on  the  West  Coast.  Now  the  two 
groups  are  beginning  to  use  each 
others'  services.  Notably,  the  systems 
people  are  beginning  to  do  work  for 
the  production  operations. 

For  instance,  last  January  the 
Metals  division,  under  Pace,  ran  into 
production  problems  trying  to  fill 
orders  for  gas  turbines  used  in  the 
giant  new  jets  like  the  Lockheed 
C5A.  Pace  turned  to  systems.  "We 
discovered  we  had  problems  we  didn't 
even  know  about,"  he  says.  "We 
didn't  know  we  had  them  because 
everybody  else  was  doing  it  the  same 
way."  The  result  was  a  new  method 
of  pouring  magnesium  that  led  to 
dramatic  savings. 

Robert  A.  Burgin,  himself  a  systems 
group  veteran,  consulted  his  former 
colleagues  when  he  became  head  of 
Automotive  International  division 
($150-million  sales)  last  year.  "In 
Mexico,"  says  Burgin,  "we  consoli- 
dated three  operations  into  one  and 
moved  into  a  new  area  where  train- 
ing was  a  problem.  We  brought  in 
systems  training  people." 

Burgin  wants  to  use  the  same 
method  for  TRW's  earthbound  as  for 
its  space  businesses.  "When  we  shoot 
that  Intelstat  into  the  air  and  guar- 
antee it  for  five  years,"  he  says,  "we 
need  to  know  it's  going  to  work.  It's 
got  to  work."  That  same  approach 
across  the  company  would  seem  to 
give  TRW  pretty  good  prospects  of 
future  success  despite  its  dizzy  pace.  ■ 
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The  Incurables 


There  are  men  who  so  love  being  entrepreneurs  that  even  great  wealth  can't  cure  them 
of  the  itch.  FORBES  found  nine  of  them  and  asked  what  made  them  the  way  they  are. 


A  good  many  Americans  dream  about 
starting  their  own  companies,  but  most 
oi  them  never  get  beyond  dreaming. 
They're  simply  not  entrepreneurs. 
There  are  others,  however,  a  hand- 
ful, so  thoroughly  entrepreneurial 
they're  not  satisfied  with  starting  one 
company  and  spending  the  rest  of 
their  lives  running  it.  They  start  com- 
pany after  company.  For  these  people, 
entrepreneur-ing  is  a  way  of  life. 

Neison  and  Irving  Harris  of  Chi- 
cago built  the  Tom  company  from 
scratch,  then  sold  it  to  Gillette  for  $20 
million.  That  was  in  1948.  when  $20 
million  was  as  good  as  S30  million  is 
today.  And  what  did  the  Hams 
brothers  do?  Retire?  No,  the)  bought 
an  old  corporate  shell  and  turned  it 
into  a  S64-milIion-a-\ear  industrial 
products  maker  tailed  Pittua>  Corp 
At  that  point,  more  iiiiinn  was  the 
last  thing  they  needed,  yet  the)  kept 
going.  "Retire?"  snorts  Neison  Harris 
"I  just  don't  know  what  the  hell  I'd 
do  in  the  morning  it  I  couldn't  go  to 
work." 

The  Harris  brothers  arc  nol  unique 
In  recent  weeks.  Founts  Reporter 
Ale\     Block     has     talked     with     others 

like  them,  outstanding  examples  ol  th< 

entrepreneurial  breed.  individuals 
who  have  Started  not  one  but  two  or 

more  successful  enterprises.  If*  found 
them  a  diverse  lot  Souk  were  bom 
to  wealth;  others  rose  from  poverty. 
Some  were  salesmen,  some  techni- 
cians, some  plain  businessmen.  The) 

iperated  in  widel)  diverse  fields,  from 

pet  foods  to  jet  aircraft,  from  publish- 
ing to  transistors.  Hut  the)  had,  he 
found,  certain  things  in  common: 
The)  were  not  interested  primarily 
in  money  but  in  creating  and  building 
companies.  In  several  cases,  when 
the;,  sold  a  company  they  had  started, 
then  received  so  much  stock  for  it 
they  could  have  taken  over  control 
of  the  company  to  which  the)   sold 

it.  Then  didn't,  because  that  wouldn't 


have  been  any  fun;  they  would  be 
running  something  that  somebody  else 
created.  They  would  be  managers, 
not  entrepreneurs. 

The  companies  they  created  and 
built  were  substantial  and  profitable 
but  hardly  in  the  billion-dollar  class. 
li.ey  did  have  the  base  on  which  to 
build  a  billion-dollar  conglomerate, 
but,  again,  that  would  have  meant 
taking  over  businesses  established  by 
others.  That's  not  lor  them.  They 
have  an  ill-disguised  disdain  for  the 
men  who  put  together  conglomerates. 
Such  men  are  not  creators. 

Ask  them  win  they  refused  to  re- 
tire, and  the  usual  answer  given 
is.  "How  would  I  spend  my  time0" 
That  obviously  is  not  the  real  answer, 
because  there  are  dozens  of  ways  in 
which  a  retired  man  can  spend  his 
time — in  public  service,  in  politics. 
b)  uoinu  into  Wall  Street,  by  going 
fisliing.  To  the  born  entrepreneur, 
building  a  business  from  scratch  is  a 
way  ol  life.  It's  not  only  his  occupa- 
tion; it  is  also  his  vocation  and  his  re- 
laxation. 

The  classic  example  of  the  entre- 
preneurial breed  probably  is  Sherman 
Pairchild.  His  father  was  a  founder 
and  the  largest  shareholder  of  In- 
ternational Business  Machines.  Ob- 
viously, every  door  at  IBM  was  open 
to  Sherman.  He  turned  his  back  on  the 
company.  It  was  not  that  he  scorned 
liis  father's  money,  but  IBM  was  his 
lather's  baby,  already  grown  to  man- 
hood. He  wanted  to  build  something 
lie  could  proudly  call  his  own.  He 
lonnded  Fairchild  Camera  &  Instru- 
ment,, then  Fairchild  Hiller  Corp., 
then  Fairchild  Recording  Equipment. 
Money?  What  did  he  need  money  lor. 
especially  alter  his  father's  death, 
when  he  became  IBM's  biggest  stock- 
holder0 He  had  an  urge  to  create  that 
has  grown  stronger  with  the  years.  He 
says:  "The  truth  is  that  the  man  who 
just    thinks  of  making  money    usually 


doesn't  make  much  money.  You've 
got  to  have  your  eye  not  on  the 
money  but  on  the  job.  I've  never  met 
a  real  entrepreneur  for  whom  getting 
wealthy  was  the  sole  object." 

Superficially,  no  one  could  seem 
more  different  from  Fairchild  than 
Jeno  Paulucci.  Yet,  basically,  they 
are  alike.  Jeno  Paulucci,  son  of  an  im- 
migrant iron  miner  is,  by  his  own  esti- 
mate worth  about  $100  million  at  the 
age  of  51.  In  1966  he  sold  Chun  King 
to  Reynolds  Tobacco  for  $63  million 
and  began  building  a  corporate  shell  he 
had  held  for  several  years  into  a 
brand-new  food  business,  Jeno's,  Inc. 
He  gets  to  his  Duluth,  Minn,  office  at 
6  a.m.  and  often  works  seven  days 
a  week.  Paulucci  says  an  entrepreneur 
is  a  man  "who  sacrifices  everything  to 
his  work,"  not  just  for  money,  but  for 
.i  burning  desire  to  meet  a  challenge. 
The  money's  just  a  way  to  measure 
how  successful  you  are. 

William  Lear  comes  from  a  very 
different  background.  A  school  drop- 
out in  the  eighth  grade,  Lear  started 
out  as  an  airplane  mechanic  for  the 
U.S.  Airmail  base  at  Grant  Park  in 
Chicago.  But  he  agrees  with  Paulucci 
that  the  entrepreneuer  can  do  things 
no  big  company  can. 

"I  want  to  be  in  a  position  where  I 
can  put  an  idea  into  effect,"  Lear 
says.  "1  don't  want  to  have  to  sell  it 
to  lour  or  five  different  levels  of  peo- 
ple. If  my  idea  loses  /  lose.  If  it  wins 
I  win.  You  can't  do  that  in  many  big 
corporations." 

Says  Jeno  Paulucci,  echoing  Lear's 
dislike  of  depending  on  others:  "I  can't 
wail  even  a  few  days  to  convince 
people  that  what  I'm  doing  is  right. 
I'm  in  a  hurry  even  when  I  may  be 
wrong." 

William  Lear  founded  Lear,  Inc.,  a 
manufacturer  of  aviation  electronics; 
sold  the  company  to  Siegler  and 
founded  Lear  Jet;  sold  that  to  Gates 
Rubber  and   now  runs   Lear  Motors. 


Sherman  Fairchild:  "My  mother  wanted 
me  to  go  into  IBM  and  I  wanted  to  build 
aerial  cameras.  Our  general  manager  in 
Europe  was  talking  to  us  one  day  and 
he  said;  'Gee,  give  him  a  couple  of 
hundred  thousand  dollars  and  if  he  loses 
it  he  will  still  be  a  better  businessman.' 
That  is  what  I  started  with.  I  never  did 
use  the  money  that  my  father  had 
left  to  me.  That  would'  have  been  like 
playing     golf     and     moving     the     ball." 


Bill  Lear:  "Look  of  me.  /  couldn't  get  a 
job  anywhere  based  on  my  engineering 
degrees,  yet  I've  got  a  siring  of  unbroken 
successes  in  engineering."  Lear  is  right. 
Despite  having  ended  his  formal  educa- 
tion in  the  eighth  grade,  his  accomplish- 
ments include  an  innovation  in  radio  sets 
that  made  possible  the  first  multistation 
home  radios  in  the  Twenties;  the  first 
workable  car  radios;  the  Lear  jet  and  a 
compact    stereo    tape    system    for    cars. 
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Ne/'son  Harris:  "I've 
got  five  divisions  and  I 
know  what's  going  on. 
I  have  a  friend  who 
heads  a  company  with 
35,000  employees.  It'll 
take  him  ten  years  to 
know  the  names  of  all 
his  vice  presidents.  I 
want  more  out  of  life 
than  that." 


Jeno      Paulucci:      "I 

think  there's  too  much 
of  the  old  gray  flannel 
ethic,  the  4Vi  day 
week,  a  lot  of  security. 
That's  why  I  hate  New 
York.  The  work  we 
get  out  of  New  York 
is  half  what  we  get 
out  of  the  same  peo- 
ple   in    the    Midwest." 


Jack     Kent     Cooke: 

"Wouldn't  you  like  to 
be  in  sports?  Damn 
right  you  would.  At 
whatever  age  reason 
assaulted  me,  I  used 
to  think,  by  golly,  it 
would  be  wonderful 
to  be  in  sports.  And 
I'm  sure  the  same  ap- 
plies      to       anyone." 


His  background  is  just  as  different 
from  Paulucci  s  as  Paulucci's  is  from 
Fairchild's.  But  he  agrees  with  Paul- 
ucci that  money  is  secondary.  "I  think 
I'd  work  even  harder  if  I  had  a  tril- 
lion dollar*."  says  Bill  Lear.  "When 
I  see  a  good  thing  that  needs  doing 
I  want  to  do  it.  Like  the  thing  I'm 
working  on  now,  steam  power  plants 
for  automobiles." 

For  a  while  Lear  headed  a  good- 
sized  public  company,  Lear,  Inc.  But 
he  quit  in  frustration  when  his  board 
of  directors  refused  to  let  him  build 
his  now-famed  Lear  jet.  "Why  I  might 
as  well  have  been  the  janitor  there," 
he  says.  "At  least  the  janitor  could 
decide  on  his  own  where  he  wanted 
to  sweep." 

Jack  Kent  Cooke,  a  Canadian,  sold 
his  interests  in  radio  and  publishing 
in  1959  when  he  was  47  and  came  to 
Los  Angeles  to  retire.  "I  found  I 
missed  the  fun  and  hurly  burly  of 
business,"  he  says,  "and  in  1965  I 
went  back  to  work."  Cooke  is  presi- 
dent and  owner  of  the  L.A.  Lakers 
basketball  team,  the  L.A.  Kings  pro 
hockey  team  and  the  Forum,  a  new 
S16-million  sport  arena. 

With  a  personal  wealth  estimated 
at  nearly  S40  million,  Cooke  could 
easily  have  bought  control  of  a  large 


business  and  tried  to  make  it  bigger. 
But  that  wasn't  what  he  was  after.  "I 
need  the  feeling  that  I'm  in  effective 
control  of  the  business.  That's  what 
makes  me  different  from  the  profes- 
sional managers.  I  guess  it  isn't  fair 
to  call  them  mercenaries,  but  their  at- 
titude is  different  from  the  entre- 
preneur's." 

"They    Are   Stooges" 

German-born  Max  Ries,  68,  has 
started  successful  companies  on  both 
sides  of  the  Atlantic.  In  1940  he  fled 
from  Hitler.  "I  had  to  make  a  living 
here,"  he  says,  "and  so  I  started 
peddling  cheese  from  store  to  store 
from  my  car."  Before  he  was  finished, 
Ries  had  built  his  company,  Reese 
Foods,  into  a  S7.5-million-a-year  sel- 
ler of  specialty  food  items.  He  sold  it 
to  Pet  Inc.  in  1964.  Two  years  later 
he  was  back  in  business,  partly  be- 
cause he  was  bored  and  partly  be- 
cause he  disapproved  of  what  the  new 
owners  were  doing  with  his  old  com- 
pany. 'These  big  companies,"  he  says 
in  his  German  accent,  "they  are 
very  funny.  They  are  stooges.  They're 
more  interested  in  showing  what  can't 
be  done  than  in  what  can  be  done.' 
Ries  is  now  in  the  snuff  business. 
He   says:    "All   the   kids   in   England 


are  using  it,  soon  they  will  be  here 
also." 

Richard  Rich,  38,  got  a  degree  in 
business  administration  from  NYU 
before  entering  advertising.  After 
bouncing  around  several  agencies  he 
helped  found  the  now-famous  Wells, 
Rich,  Greene  advertising  agency 
which  he  left  this  past  April.  Rich, 
who  still  holds  several  hundred  thou- 
sand shares  of  Wells,  Rich,  Greene 
stock  valued  at  over  S3  million,  is  now 
starting  his  own  advertising  consulting 
service.  Work  for  someone  else  or  be 
part  of  a  big  agency?  "Would  you  ask 
Howard  Hughes  that?  I've  been  at  the 
very  top  of  the  most  glamorous  agency 
ever  to  hit  Madison  Avenue.  I 
couldn't  see  myself  working  for  some- 
one else."  Says  Jeno  Paulucci:  "As 
soon  as  Reynolds  acquired  my  com- 
pany and  put  me  on  salary  I  felt  in- 
hibited. So  I  left." 

Eduard  Baruch  sold  his  Heli-Coil 
to  Topps  Industries  in  1956  and 
bought  it  back  13  months  later.  Since 
then  he  has  built  its  sales  from  S2  mil- 
lion to  820  million.  "These  big  com- 
pany people,"  he  says,  "are  good  to 
move  into  an  organization  that  already 
has  been  created.  But  they  haven't 
had  the  exposure  to  run  on  their  own. 
They  learn  about  business  in  graduate 


THE  BUYERS  AND  THE  BUILDERS 


Why  do  big  corporations  prefer  to 
pay  fat  sums  to  buy  a  small  com- 
pany with  an  established  product 
fine?  Why  not  start  their  own?  "It 
takes  the  gamble  away,  says  Max 
Geffen.  "When  they  go  to  the 
banker  with  something  that's 
pretty  good,  he  isn't  gambling  in 
the  dark."  "The  start-up  pains 
are    fantastic .  entrepreneur 

Eduard  Baruch.  "If  I  see  a  target 
of  opportunity  in  mind  today,  I'll 
pay  more  than  its  worth 
cause      they      have     broken      the 
ground." 

"I   think   it's   kind   of 
situation  in  that  it  gives  tl 
of  life  and  hope  to  the  young 


trepreneur  whereas  he  would  be 
hopelessly  sunk  in  a  big  corpora- 
tion," says  Bill  Lear.  "He  gets  an 
idea  and  he  gets  two  or  three 
friends  to  agree  with  him  who  can 
contribute  something  to  the  idea. 
They  each  have  815,000  and  they 
put  it  together  and  they've  got 
845,000.  They  go  out  and  they 
work  day  and  night  and  Saturdays 
Sundays  and  they  put  this 
little   company  together. 

"Pretty  soon  it  begins  to  gen- 
erate some  profit.  Very  likely  the 
requirement  for  working  capital 
out  of  hand,  and  they  find 
themselves  having  to  expand  and 
then,  they  either  go  to  the  market 


and  get  some  money  or  borrow 
some.  But  in  the  long  run  they 
have  a  pretty  well-defined  product 
and  it's  successful.  They're  then 
ready  for  acquisition  because  now 
they  can  turn  their  ideas  into 
something  which  their  wives  can 
spend.  They  look  forward  to  hav- 
ing security.'  In  other  words  hav- 
ing money  in  the  bank. 

"Now  you  say,  why  can't  a  big 
company  do  that.  Well,  if  a  big 
company  were  taking  that  same 
group  of  fellas  and  said,  now  you 
go  to  work  on  that  same  idea, 
they  would  rarely  work  Saturdays 
and  Sundays.  They  would  take 
forever  to  get  the  job  done."  ■ 
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Richard  Rich:  "I've 
had  two  great  tri- 
umphs: the  Alka  Selt- 
zer campaign,  and 
the  Benson  &  Hedges 
campaign.  It's  been 
absolutely  marvelous. 
I  made  a  lot  of  mis- 
takes at  the  begin- 
ning. But  I  learned 
an  awful  lot." 


Eduard  Baruch:  "I 
think  you  always  learn 
from  your  mistakes.  I 
think  if  I  had  not  made 
them  I'd  probably  be 
more  stupid  than  I  am 
today.  I  can't  tell  you 
which  was  the  greatest 
mistake.  I've  made  so 
many  of  them  I  can 
not  keep  track." 


school  but  they  haven't  actually  been 
out  on  their  own.  They  should  get 
out  and  work  on  the  factory  floor  and 
get  out  in  the  held  and  sell  and  find 
out  how  people  think — what  moti- 
vates them. 

Max  Geffen  (Forbes,  Apr.  IS)  has 
started  two  successful  magazines  and 
several  companies  and  sold  them  to 
bigger  companies,  including  McGraw- 
Hill  where  he  is  one  of  the  biggest 
shareowners  He  is  currently  launching 
a  new  magazine,  Family  Health.  Get- 
fan  is  worth  maybe  $50  million  and. 
at  73,  needs  another  business  like  a 
hole  in  the  head.  But  he  savs,  "Work- 
ing is  so  much  more  fun  than  sitting 
around." 

Geffen,  tOO,  scorns  the  idea  that 
money  is  the  main  motive  tor  the  suc- 
cessful entrepreneur.  "I  always  start 
a  publication  when  I  think  it  can  per- 
form a  public  service.  That's  the  onl\ 
kind  that  makes  money.  If  you're 
doing  a  4'><>d  job,  then  somebod) 
wants  it.  Otlverwise  you're  just  forcing 
it  on  the  public,  and  that's  no 
damned  good. 

"I    never  started   anything   to    make 


money.  I've  been  wealthier  than  I 
want  to  be  for  20  years.  1  don't  want 
to  be  Charlie  Allen  or  Howard 
Hughes.  I  know  some  of  these  really 
rich  men  and  they  haven't  got  any- 
thing I  can't  have.  I  play  golf  with  a 
man  who  is  worth  about  $1  billftm 
and  1  walk  down  the  fairway  with 
him  and  he  hasn't  got  a  thing  I 
haven't  got.  In  fact,  I  have  to  give 
him  strokes. 

Dreamer    vs.    Doer 

What  are  the  qualities  that  an  en- 
trepreneur needs?  Perhaps  these 
people  aren't  the  most  objective  ob- 
servers but  we  asked  them  all  the 
same. 

"The)  have  to  have  vision,"  says 
Sherman  Fairchild.  "As  contrasted 
with  just  having  a  dream.  We  have 
lots  of  dreamers.  Not  so  many  en- 
trepreneurs. The  dreamer  figures. 
Wouldn't  it  be  nice  to  have  so-and- 
so.'  but  he  doesn't  have  any  idea 
how  he  is  going  to  accomplish  this. 
Real  talent  has  organized  vision.  The 
fellow  who  says,  'Wouldn't  it  be  nice 
to    have    an    automobile    that    ran    on 


Max  Geffen:  "I'm  em- 
barrassed now  be- 
cause more  people 
bother  me  about  pub- 
lishing ideas  than  ever 
before,  they  think  I'm 
a  magician.  I  look  at 
them  all,  including  a 
lot  of  dogs,  but  it 
gives  me  a  great  deal 
of  pleasure. 


half  the  amount  of  gas?  Think  of  all 
the  money  it  could  make'  is  a 
dreamer.  I  say  to  him,  'Come  up  with 
an  idea  how  you  are  going  to  accom- 
plish this.'  " 

Bill  Lear  says:  "I'm  not  a  good 
manager.  I  have  an  enormoUs  distaste 
for  management.  Every  .  minute  I 
spend  on  it  makes  me  just  much  less 
useful  at  what  I  am  good  at. 

"What  I'm  good  at  is  interphasing. 
That's  not  the  same  as  being  an  in- 
ventor. An  inventor  thinks  of  things 
that  have  never  been  done  before.  An 
interphaser  is  a  guy  who  puts  things 
together  that  already  exist  and  makes 
new  and  better  combinations."  Lear 
regards  his  Lear  jet  as  an  example  of 
interphasing.  "I  wanted  to  make  it  so 
bad  I  could  taste  it,"  he  says,  explain- 
ing why  he  quit  the  chairmanship  of 
Lear,  Inc.  when  the  board  of  directors 
refused  to  let  him  go  ahead  with  the 
project. 

Jeno  Paulucci  says  much  the  same 

thing    in    different    words.    "It's    not 

just  a  question  of  long  hours  and  hard 

work.  It's  guts.  You  have  to  go  at  it 

(Continued  on  page  60) 


"Genius  is  one  pet  cent  inspiration 
and  ninety-nine  per  cent  perspira- 
tion." The  genius  speaking  was 
Thomas  Alva  Edison,  chairman  of 
the  board  of  the  Edison  Electric 
Light  Co.  and  partner,  president 
or  franchiser  of  more  than  200 
companies  and  several  entire  in- 
dustries. He  was  perhaps  the  most 
incurable  entrepreneur  of  all  time. 

Edison  regularly  paid  key  em- 
ployees in  stock  rather  than  with 
cash.  He  was  one  of  the  few  men 
ever  to  form  a  company  solely  for 
"research  and  development." 

In  September  1878,  with  a  rep- 
utation based  on  an  improved  stock 
ticker,  the  phonograph  and  several 
minor  inventions,  Edison  granted 
several  newspaper  interviews 
claiming  he  was  ready  to  produce 
an  efficient  electric  light.   In  fact, 


■CHAMPION  INCURABLE- 

he  had  barely  begun  his  research. 
but  investors  jumped  at  the  bait 
and  provided  Edison  the  $250,000 
that  he  needed.  Later  when  the 
light  was  ready  to  be  manufac- 
tured, Edison's  backers  wanted  to 
sell  the  rights  and  take  their  pro- 
fit. Edison  insisted  on  manufactur- 
ing it  himself.  Edison's  upstate 
New  York  factory  is  today's  Gen- 
eral Electric  Co. 

Edison,  like  his  fellow  entre- 
preneurs, was  interested  in  money 
chiefly  as  a  tool.  "I  always  invent," 
stated  Edison,  "to  obtain  the 
money  to  go  on  inventing."  He 
liked  to  tell  close  associates  that 
if  he  hadn't  made  money  off  his 
crazy  inventions  the  authorities 
,  would  have  put  him  into  an  insane 
asylum  a  long  time  ago. 

Perhaps  Edison  best  summed  up 


his  own  feelings  for  business  in 
talking  about  financier  Jay  Gould 
who  used  Edison's  telegraph  pa- 
tents to  help  wrest  control  of  his 
Western  Union  Co.  "Gould  had  no 
sense  of  humor,"  Edison  wrote. 
"He  took  no  pride  in  building  up 
an  enterprise.  He  was  after  money 
and  money  only.  Whether  the  com- 
pany was  a  success  or  failure  mat- 
tered not  to  him.  But  I  never  had 
any  grudge  against  him,  because 
he  was  so  able  in  his  line,  and  as 
long  as  my  part  was  successful,  the 
money  with  me  was  a  secondary 
consideration."  Edison,  father  of 
the  electric  industry,  the  record- 
ing industry,  the  movie  industry, 
the  modern  mining  industry  and 
much  more,  died  in  1931  at  the  age 
of  84,  worth  much  more  than  the 
$3-million   estate  he  left. 


J 
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Xerox:  The  McColough  Era 


Xerox  has  had  a  glorious  past.  Does  it  have  an  equally 
glorious  future?  Much  depends  on  the  outcome  of 
what  Peter  McColough  is  doing,  among  other  things, 
in  preparing  for  a  couple  of  head-on  clashes  with  IBM. 


Last  fall  Xerox  came  close  to  buy- 
ing C.I.T.  Financial  (assets  $3.7  bil- 
lion) for  $1.5  billion  in  its  stock.  In- 
stead it  bought  Scientific  Data  Systems 
(assets  $113  million)  for  not  so  much 
less,  $908  million. 

Whatever  the  reasons  for  the  change 
of  heart — and  personalities  certainly 
had  a  good  deal  to  do  with  it — there 
is  no  doubt  at  all  in  the  mind  of  Xerox 
President  C.  (for  Charles)  Peter  Mc- 
Colough (left)  that  the  SDS  move 
was  a  necessary  one. 

The  reason  is  short  and  sweet:  IBM. 
What  McColough  actually  said  to 
Forbes  was:  "It  was  absolutely  es- 
sential for  Xerox  to  have  a  computer 
capability  to  reach  the  objectives  that 
we  have  set  for  the  Seventies."  His 
senior  vice  president  of  planning  and 
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finance,  Joseph  Flavin,  expands  on 
the  point:  "We  see  the  business  equip- 
ment field  narrowing  down  to  two 
major  competitors.  One  of  them  has 
to  be  us.  One  of  them  has  to  be  IBM." 
It  is,  of  course,  sound  psychology 
for  McColough  to  position  Xerox  with 
IBM  which  is  the  standard  for  good 
management,  for  brilliant  technology 
brilliantly  marketed.  Xerox,  by  con- 
trast, is  in  a  kind  of  transition. With 
an  annual  sales  volume  of  $1  billion, 
Xerox  is  too  big  now  to  be  the  hot  little 
growth  company  that  commanded 
as  high  as  100  times  earnings  in  the 
early  Sixties.  As  pretty  much  a 
one-product  company,  it  has  yet  to 
prove  that  it  can  move  in  the  really 
big  time.  For  such  reasons,  its  stock 
currently  sells  20%  below  its  1968  all- 
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time  high  and  for  just  40  times  earn- 
fefe,  down  from  80  three  years  ago. 

Xerox,  in  short,  is  entering  a  new- 
era.  It  is  going  to  be  the  McColough 
era,  as  opposed  to  the  Joseph  Wilson- 
Sol  Linowitz  era. 

McColough  will  be  no  mere  ad- 
ministrator of  somebody  else's  tri- 
umph. He  sees  his  job  as  maintaining 
Xerox'  position  in  copying  and  dupli- 
cating, and  moving  significantly  into 
computers,  education,  medicine,  and 
communications.  "We're  not  in  steel  or 
Hps  where  there's  a  finite  limit  on 
product  acceptability,"  he  sa\s.  "We're 
dealing  with  people's  minds,  supply- 

■  information,  and  there's  no  finite 
t  on  how  far  we  can  go."  Xerox 
believes  it  can  grow  into  a  $5-billion- 
to-S10-billion  corporation  some  day. 
There  can  be  no  mistake  about  the 
IfcCoIough  era.  He  has  been  turning 
the  company  upside  down  to  get  reach 
for  it  This  hasn't  always  made  him 
popular.  Xerox  oldtimers,  the  men 
who  knew  it  alien,  don't  always  take 
kndlv  to  the  top  men  McColough  has 

Pught  in  from  the  outside.  Sacrilege 
rilege,  he  is  in  the  process  ol 
■ving  corporate  headquarters  from 
■chester,  NY.  to  Stamford,  Conn. 
in  Manhattan's  suburban  belt. 
Ijoe  Wilson  stays  with  the  compam 
iirman    but    won't    move    with 

Bdquarters  to  Stamford.  Sol  Lino- 
■2  no  longer  holds  any  corporate 
Bee.  Many  other  old  campaigners 
also  have  stepped  back. 
Bn  their  place,  McColough  has  built 
an  impressive,  young  international!) 
Berienced  team.  From  Ford,  he  has 
his  No.  Two  man.  Executive 
Be  President  Archie  Mil  .udell,  and 
B)  his  research  head,  Dr.  Jacob 
man.  "Champion  of  the  Electric 
From  IBM  he  lias  taken  his  41- 
old  head  of  planning  and  Bnani  e, 
>h  Flavin,  a  cost-cutting  demon. 
se  policies  helped  Xerox  increase 
profit  margin  on  sales  for  the  first 
e  in  five  years.  From  SDS,  he  has 
eked  Senior  Vice  President  San- 
Kaplan,  who  spent  15  yeais  al 
d;  Kaplan  has  a  reputation  of  be- 
one  of  the  best  financial  admin- 
OTS  m  all  of  data  processing.  Bob 
gh,  from  Standard  Oil  (Ohio), 
leads    Xerox'    SlOO-million  education 

Bup. 

because  he  wants  to  build  a  huge 
tampan),  McColough  turned  pri- 
marily to  men  who  have  been  success- 
ful at  big  multi-billion  companies.  He 
hasn't  hesitated  to  replace  previously 
■ccessful  men  who  he  felt  couldn't 
■Bep  up  with  Xerox'  growth.  Still,  he 
dso  hasn't  missed  some  of  the  real 
feomers  within  Xerox.  Raymond  Hay, 
jiew  head  of  Business  Products,  (83% 
|«f  1968  revenues),  only  joined  Xerox 
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Symbol.  The  real  meaning  of 
Peter  McColough's  move  from 
this  new  building  to  Stamford, 
Conn,  is  to  separate  corporate 
headquarters  from  the  busi- 
ness products  group,  which 
remains  in  Rochester,  N.Y. 
Thus  does  McColough  hope  to 
emphasize  and  dramatize  that 
Xerox  is  a  good  deal  more 
than     a     copying     company. 


in  1961  and  had  seven  promotions 
after  that. 

To  be  sure  that  Xerox  does  not  miss 
any  opportunities  because  of  concen- 
tration with  existing  problems,  Mc- 
Colough has  named  36-year-old  Dr. 
Robert  J.  Potter,  another  ex-IBM  man, 
to  head  his  New  Ventures  division. 

Under  his  new  top  management, 
McColough  has  created  some  truly 
decentralized  autonomous  divisions. 
This  is  a  real  contrast  and  change.  In 
1966  Xerox'  functional  organization 
was  such  that  only  he  or  Joe  Wilson 
could  make  a  major  business  decision. 
In  addition,  the  business  products 
group  has  been  broken  into  five  re- 
gional groups  so  it  too  will  be  faster 
to  react  to  customer  needs  and  com- 
petition  than   ever   before. 

Overseas,  McColough  believes  that 
the  marketing  arm  of  Rank  Xerox  in 
the  Eastern  hemisphere  has  been  so 
successful  with  xerographic  products 
that  if  he  can  negotiate  a  new  ar- 
rangement, he  would  like  to  see  them 
handle  all  Xerox'  other  products  too. 
McColough  feels  that  partnerships 
with  foreign  companies  overseas  is  the 
right  approach  anyway.  "We  don't 
believe  in  being  solely  owned,  unlike 
IBM,"  says  he.  "Even  in  Latin  America, 
where  we  operate  our  companies,  we 
usually  have  taken  in  partners.  You've 
got  to  have  local  participation  or 
you're  going  to  run  into  strong  na- 
tionalist problems  for  sure."  For  ex- 
ample, in  France,  McColough  sees  a 
chance  to  advance  on  IBM  by  work- 
ing through  SDS  with  the  govern- 
ment-sponsored computer  companies. 

Why  the  great  urge  to  take  on 
IBM?  It  is  simply  that  Xerox'  dupli- 
cating equipment  is  becoming  more 
and  more  related  to  equipment  which 
can  print  the  output  of  computers. 
"A  lot  of  computer  peripheral  gear  is 
going  to  depend  on  graphics,  putting 
images  on  paper,"  says  McColough. 

Not  all  copiers  or  duplicators  will  be 
linked  with  computers,  but  that  will 
be  the  trend.  "They're  talking  about 
the  time  when  there'll  be  terminals  in 
most  executive  offices,"  says  Flavin. 
"I  can  see  a  time — maybe  ten  years 
away — when  you  look  at  the  informa- 
tion on  your  terminal,  you  push  a 
button  and  you  make  a  piece  of  paper 
out  of  it.  Well,  that's  Xerox,  that  piece 
of  paper!" 

However,  if  Xerox  does  not  develop 
computer  technology,  when  that  ter- 
minal button  is  pushed  it  won't  be 
Xerox.  So  that's  why  McColough  had 
to  pay  a  32%  market  premium,  90 
times  earnings,  for  SDS.  "We  couldn't 
have  gone  into  the  computer  business 
ourselves,  but  we  really  had  to  get 
that  capability,"  McColough  says. 

Priority   One  for   SDS   will  be   to 
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Systems  Thinking.  Xerox  has  all  the 
ingredients  to  put  together  master 
systems  for  education,  medicine  and 
business:  SDS'  computer  capability; 
EOS's  optical  knowhow;  Xerox'  know- 
how  in  micro-imaging,  in  communi- 
cations by  sending  images  over  tele- 
phones, in  making  multiple  copies  and 
in  marketing  "software"  such  as  its  text- 
books and  My  Weekly  Reader  which 
reaches      15     milllion     schoolchildren. 
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move  into  the  business  data  process- 
ing field  from  its  present  base.  "This 
is  one  of  the  reasons  they  made  the 
deal  with  us,"  says  McColough. 
"They've  got  to  move  and  they  want 
to  move  in  the  business  computer 
field." 

SDS  boss  Max  Palevsky  will  prob- 
ably use  the  same  technique  to  enter 
this  market  that  he  did  to  enter  his 
current  forte,  the  scientific  computer 
market — enter  a  small  segment  and 
establish  a  beachhead. 

How  long  does  Palevsky  believe  it 
will  take  him  to  make  a  significant 
dent  in  business  computers?  "At  least 
five  years,"  he  says.  But  he  sees  excit- 
ing short-range  possibilities  in  periph- 
eral equipment  for  other  people's 
computers.  Certainly,  too,  some  of 
Xerox'  future  duplicating  machines 
will  have  a  small  computer  in  them. 

Revolutionary    Doctors, 
Conservative  Teachers 

SDS  technology  is  bound  to  help 
Xerox  in  medicine  and  education — 
both  of  which  have  great  potential  for 
automation.  McColough  believes  the 
American  economy  is  shifting  priori- 
ties to  medicine  and  education,  and 
that  if  Xerox  can  succeed  here  the 
potential   will   be  "just   enormous." 

McColough  is  going  very  slowly 
and  conventionally  with  his  8100-mil- 
lion  educational  group,  which  is  cur- 
rently a  casualty  of  the  war  in  Viet- 
nam, but  McColough  is  certain  that 
when  that  war  ends  educational  ex- 
penditures will  increase  on  a  vast 
scale.  McColough  is  presently  expand- 
ing his  base  of  textbooks,  microfilms, 
and  My  Weekly  Reader  into  new 
areas  such  as  films,  preschool,  adult, 
vocational  and  programmed  manage- 
ment training  courses.  He  has  de- 
liberately steered  away  from  pushing 
for  new  hardware  devices  because  he 
thinks  the  people  in  the  field  aren't 
ready  for  them. 

Xerox'  first  two  medical  products, 
due  in  1970,  will  be  aimed  at  auto- 
mating hospital  procedures.  One  will 
be  a  machine  that  will  use  xero- 
graphic techniques  to  give  quicker, 
clearer  tests  for  breast  cancer  and  also 
give  off  less  radiation  than  conven- 
tional X-rays,  The  second  will  be  an 
electronic  device  which  will  help  doc- 
tors automate  physical  examinations. 

Of  the  two  fields  he  expects  results 
soonest  in  medicine.  He  says: 

"Medicine's  more  prone  to  take  the 
changes,  because  they're  under  the 
gun.  They  know  they're  under  the 
gun.  They  can't  hire  technicians,  the 
demand  for  services  is  just  explosive 
and  it's  creating  tremendous  problems 
for  them.  They're  prone  to  take  these 
(Continued  on  page  31) 
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1895 

Michelin  invented 

the  1st  pneumatic  tire 

for  automobiles. 

Today,  the  Michelin  X  "Radial 

(the  REAL  Radial  tire) 

is  specially  designed 

for  the  American  car! 

Michelin  X® — the  steel-cord  belted  Radial  tire — gives  you  all  these 
high-performance  features:  shock-cushioning  abilities,  full  grip  in  all 
weather,  far  fewer  punctures,  long  tread  life  (at  least  twice  that  of 
regular  bias-ply  tires).  Plus  gasoline  economy  (up  to  10%). 


#/ 


6?. 2113. U.S. A. 


Ask  your  Michelin  Tire  Dealer  (you'll  find  him  in  the  yellow  pages)  or  write  to: 
MICHELIN  TIRE  CORPORATION.  2500  Marcus  Avenue,  Lake  Success,  New  York  11040 
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When 

a  major  airline 

needed  some 

new  Boeing  727's 

they  borrowed 

ours. 
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You'd  think  they  could  afford  their  own. 
But  when  most  companies  make  capital  im- 
provements they  seldom  like  to  use  their  own 

i  capital. 

That  goes  for  railroads 

i  (new  cars  and  engines), 
mining  operations  (new 
claims  and  new  machin- 
ery1, computers  (those 
who  make  them  and  those 
who  use  them),  cities  (new 
subway  cars  or  bridges). 

t  And  also  airlines. 

Especially  airlines.  Be- 

I  cause  keeping  up  with 

.  rapid    technological    im- 

.  provements  is  one  of  the 
airlines'  major  problems. 

•  There  are  always  faster 
planes.  Bigger  planes. 
And  costlier  planes. 

And  there's  always  the 
public  demanding  speed 

I  and  service.  Service  alone 
requires  vast  amounts  of 
operating  capital.  And  so,  traditionally,  airlines 
have  gone  to  banks  for  the  loans  necessary  to 
keep  their  equipment  up  to  date. 

At  Bankers  Trust  we  do  something  for  the  air- 
liner that's  a  little  less  traditional.  We  offer  a 
choice.  We'll  lend  an  airline  the  money  to  buy 
its  planes.  Or,  more  interesting,  we'll  buy  the 

You'll  find  a  banker 


planes  ourselves  and  become  the  landlord  on  a 
lease  arrangement. 
Leasing  has  proved  quite  popular  in  recent 
years  because  of  the  tax 
and  other  benefits  that  go 
along  with  renting  rather 
than  owning. 

But  under  some  cir- 
cumstances ownership 
does  turn  out  to  be  more 
profitable. 

And  then  a  company 
must  ask  itself  this  ques- 
tion: to  lease  or  not  to 
lease?  We  come  up  with 
the  answer. 

If  the  problem  is 
unique,  we  call  in  our 
management  scientists. 
Using  computers  and 
their  own  diversified 
knowledge  of  capital  fi- 
nancing, economics  and 
the  social  sciences,  this 
new  brand  of  banker  has 
been  able  to  recommend  solutions  that  have 
proven  far  more  often  right  than  wrong. 

And  we  can  provide  this  service  to  any  com- 
pany looking  for  the  best  method  of  financing. 

So  if  there's  anything  vital  that  your  company 
needs,  don't  just  run  out  and  buy  it.  We  might 
buy  it  for  you. 

at  Bankers  Trust. 


A  salt-free 
recipe 

from  Texaco 


As  every  oilman  knows,  oil  producing  very  often  brings  up 
great  amounts  of  salt  water  along  with  the  oil.  Unless  this  water  is 
disposed  of  very  carefully,  it  can  be  a  pollution  menace. 

Sometimes  it  can  be  pumped  back  into  producing  fields  where 
its  pressure  forces  up  more  oil.  But  when  this  is  not  practicable,  here's 
what  Texaco  does : 

We  pump  the  salt  water  down  a  depleted  well  that  has  pipe  pro- 
tection from  the  surface  to  the  disposal  formations.  In  this  manner, 
salt  water  is  safely  disposed  of  into  deep  underground  formations  far 
below  the  fresh- water  sands  to  assure  that  they  will  not  be  contami- 
nated. If  a  depleted  well  is  not  available,  new  disposal  wells  are  drilled. 

Getting  rid  of  salt  water  properly  is  just  one  example  of  how 
Texaco  producing  operations -in  22  states -carry  out  their  commit- 
ment to  the  Company's  objective  of  conserving  the  air  and  'water  re- 
sources of  any  community  where  Texaco  is  a  cor-         - — 

porate  citizenV   4m:!  (cl^¥^^^\ 

When  it  conies  to  preserving  the  natural  en-  I  ^Af  ilH^J 
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Texaco  offers 
challenging  careers 
to  qualified 
college  graduates. 
Write  to 

Recruiting  Coordinator, 
Texaco  Inc.,  Box  52332. 
Houston,  Texas  77062. 

An  tqual  Opportunity 
Employer. 


Continued  from  pegi  26 
changes,  whereas  educators  aren't. 
These  college  professors  now  are  talk- 
ing about  changing  our  society,  and 
teachers  are  marching  and  so  forth. 
We  lend,  as  laymen,  to  look  at  them 
and  think  these  are  revolutionaries; 
they're  revolutionaries  in  every  way 
except  when  you  affect  their  life, 
education  or  try  to  change  their  park- 
ing space,  and  then  they're  the  most 
hardrocked  conservative  people! 

When  the  education  field  is  ready 
in  the  Seventies,  so  will  Xerox  he:  It 
will  be  able,  from  its  microfilm,  to 
produce  single  copies  of  current  text- 
books on  demand,  be  able  to  send 
weekly  analysis  of  news  over  fac- 
simile wires,  then  have  xerographic 
copies  made  for  histor)  classes.  But 
these  things  can't  be  done  until  teach- 
ers are  prepared  to  use  \er\  different 
techniques  and  sch<x>ls  are  ready  to 
spend  vast  amounts  lor  electronic 
hardw 

When  he  talks  of  challenging  IBM 
M  <  ilough  is  acutelv  aware  ol  oik 
thing:  Long  before  he  is  able  to  put 
any  real  pressure  on  IBM  in  the  com- 
puter field.  IBM  will  be  putting  pres- 
sure on  Xerox  right  on  home  base. 
IBM  has  a  COpj  Dig  machine  and  Xerox 
knows  it  is  a  good  machine.  Moreover, 
IBM  has  the  sales  force  and  the  mar- 


keting know-how  to  put  the  machine 
across.  IBM's  Project  War  Admiral 
is  reportedly  on  schedule  with  a  plan 
to  bring  out  its  machine  sometime 
next  year.  The  fight  promises  to  be  a 
rough  one.  Xerox  refused  to  license 
IBM.  which  is  proceeding  without  a 
license.  It  is  almost  certain  that  Xerox 
will  sue  for  patent  infringement,  but 
IBM  will  defend  itself  vigorously. 

Xerox  management  denies  it  lias 
any  gap  in  its  copying  line  that  IBM 
might  exploit.  But  the  names  of 
Xerox  products  say  otherwise.  There 
is  an  unusually  large  gap  between  the 
Xerox  720,  which  makes  720  copies 
per  hour  and  rents  for  $175  monthly 
and  the  Xerox  2400,  which  makes 
2400  copies  per  hour  and  rents  for 
S300  monthly.  The  betting  is  IBM's 
entry  will  hit  this  gap.  Currently,  com- 
panies like  Sperry  Band,  Savin  Busi- 
ness Machines  and  Saxon  Industries 
have  been  prospering  with  machines 
in  this  area.  An  IBM  machine  here 
would  hurt  them  more  than  Xerox — 
at  first.  Once  in  the  field,  however. 
IBM  will  certainly  broaden  its  lines. 

McColough  meanwhile  is  reaching 
his  next  generation  ol  copying  ma- 
chines. The>  will  he  faster,  more 
convenient,  have  better  quality  and 
abilitv  to  reproduce  half  tones.  In 
addition.    Xerox    has    a    color    copier 


almost  ready  to  compete  with  3M's, 
though  it  isn't  sure  how  big  the  mar- 
ket will  be.  And  in  the  laboratories, 
they  have  come  up  with  a  new  non- 
xerographic  method  of  copying,  "pho- 
toelectrophoresis,"  which  may  over 
the  years  be  superior  to  xerography 
in  many  areas  of  copying.  "That's  the 
work  of  good  research,"  says  Dr. 
Goldman.  "Obsolete  yourself!" 

IBM's  copying  machine  is  not  the 
only  major  problem  facing  Mc- 
Colough. Whereas  IBM  grows  al- 
most entirely  from  within,  Xerox  is 
going  into  computers  via  merger.  It 
will  have  to  both  absorb  and  adapt  to 
SDS.  "The  merger  makes  sense,"  SDS' 
Palevsky  says.  "Not  only  do  we  get 
their  financial  resources,  but  we  get 
their  $70-million-a-year  in  research 
and  development. "  But  a  merger  like 
this,  where  the  goal  is  real  integra- 
tion, not  merely  a  financial  union,  is 
hard  to  carry  out  and  Xerox'  past 
experience  has  not  been  encouraging. 

Electro-Optical  Systems  founder 
Abe  Zarem,  a  somewhat  eccentric 
genius,  bowed  out  of  his  EOS  post 
alter  its  Xerox  merger,  but  remained 
with  Xerox  as  senior  vice  president  for 
corporate  development.  His  work  com- 
plete, he  resigned.  But  seven  top  EOS 
men  have  also  departed.  Among  them : 
EOS  President   Sanford   Sigoloff,   38. 


Ti  1 1  ii  told  me,  'It's  your  head  nil 
the  block,  not  mine.  II  I  don't  gi  I 
the  results  I  expet  t.  your  head  is  m 
the  noose  and  I  will  be  the  hang- 
man.'"  That,  according  to  Xerox 
Senior  \  ice  President  for  Research 

and     Development     Dr.     Jacob     E 

Goldman  (right),  is  the  greeting  In 
got  Irom  \.  i  Presidenl  f  Petei 
McColough  when  Goldman  joined 
the  company  last  December.  And 
this  after  the  47-year-old  Yeshiva 
Universirj  graduate  had  left  his  job 

as  head  ol  Ford  Motor's  i  (search  to 
take  on  the  Xerox  assignment 
"Did      that      shake      you      up?" 

Forbes  asked. 

"Not  at  all."  Goldman  replied. 
"It's  exactly  the  kind  ol  assignment 
I  wanted  and  expected  when  I 
came  to  Xerox."  You  have  to  be 
cocky  to  willingly  put  your  head 
on  the  block,  and  Goldman  is 
nothing  it  not  self-confident.  Of 
his  years  at  Ford  he  savs:  'When 
I  got  to  Ford,  there  was  nothing 
there  in  a  research  sense.  I  spent 
thirteen  and  a  half  years  building 
what  I  think  emerged — that  the 
Ford  laboratory  today  is  one  of  the 
better    scientific    research    institu- 


AND  I  WILL  BE  THE  HANGMAN' 


""A 


^. 


lions  in  industry  in  the  world.  Well, 
that  was  with  nothing  to  start 
with.  Imagine  what  I  can  do  at 
Xerox,  with  a  great  laboratory  to 
begin  with. 

"I  see  Xerox  as  being  in  a  class 
with  Bell  Labs  in  a  lew  years,  and 
Bell  is  the  elite  of  corporate  re- 
search. I'm  going  to  show  the  head 
ol   Bell  Labs,  show  the  world." 
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Significantly,  Goldman  will  have 
more  money  to  spend  on  research 
and  development  than  he  did  at 
Ford,  $70  million  vs.  $50  million, 
with  about  $6  million  in  each  com- 
pany going  toward  basic  research. 
"The  research  job  at  Xerox  is  the 
best  R&D  job  in  the  country," 
says  Goldman.  "It's  a  technology- 
oriented  company  and  I'm  a  mem- 
ber of  the  management  team  at 
Xerox.  In  the  automobile  industry, 
both  the  engineering  and  the  re- 
search vice  presidents  are  sort  of 
low  men  on  the  totem  pole.  There 
I  was  not  in  the  decision-making 
process." 

Forbes  asked  McColough  why 
he  didn't  go  inside  for  a  head  of 
Xerox  research  instead  of  raiding 
Ford.  McColough  answered  blunt- 
ly: "I  had  to  have  the  best  man 
I  could  find  in  the  country  for  this. 
Our  research  had  exploded  to  the 
point  where  we  had  become  one  of 
the  ten  or  so  largest  companies  in 
terms  of  research  expenditures." 

All  of  which  explains  why  Gold- 
man welcomed  putting  his  head 
on  the  block.  After  all,  only  im- 
portant people  are  ever  beheaded! 
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This  is  no  small  loss  to  Xerox.  These 
men  helped  Xerox  become  a  real  leader 
in  electrical  optical  systems,  a  key  to 
its  eventual  entry  into  computers  and 
peripheral  equipment.  Also,  Sigoloff 
was  instrumental  in  developing  Xerox' 
medical  technology  operation. 

Why  did  these  men  quit?  Part  of 
the  trouble  was  that  the  EOSers  did 
not  want  to  relocate  to  N.Y.  But  it 
was  deeper  than  that.  Sigoloff  com- 
plains, "We  wanted  a  clear-cut  role 
on  the  West  Coast  that  would  allow 
us  to  have  respectability  within  Xe- 
rox; respectability  as  SDS  will  have 
as  a  leader  in  computers." 

Part  of  what  Sigoloff  meant  by  re- 
spectability, was  to  show  sharp  re- 
venue increases.  He  wanted  to  take 
some  big  defense  production  contracts. 
McColough    wanted    EOS    to    orient 


primarily  to  research  because  Xerox 
doesn't  see  great  profits  in  the  defense 
business.  He  wanted  EOS  to  take  re- 
search contracts  that  would  result  in 
more  spinoffs  like  the  medical  busi- 
ness. "The  big  payoff  is  involved  in 
that  technology,"  says  McColough. 

The  clash  between  EOS  and  head- 
quarters is  important  because  it  really 
points  out  a  serious  communications 
weakness.  McColough  was  unable  to 
make  the  EOS  people  accept  that  their 
proper  role  in  Xerox  was  in  research 
rather  than  in  independent  growth. 
To  put  it  bluntly,  McColough  failed 
to  get  the  EOS  men  to  play  on  his 
team — to  feel  part  of  it. 

It  may  well  be  that  McColough's 
recent  reorganization  and  decentrali- 
zation of  the  company  may  make  such 
situations   unlikely   in   the   future.    It 


had  better — considering  die  high  goals 
and  the  rough  competition  that  Xerox 
has  set  for  itself. 

Looking  ahead,  Peter  McColough 
talks  rather  like  an  aspiring  golfer 
who  realizes  he  can  do  more  to  im- 
prove his  game  by  competing  against 
a  topnotch  player  than  against  a. 
mediocre  one.  He  dismisses  his  smaller 
competitors  in  copying  and  speaks 
admiringly  of  IBM.  "They  run  as 
though  they  were  in  deep  trouble," 
says  one  of  McColough's  aides.  "They 
.create  paper  tigers — they're  always 
picturing  someone  staring  over  their 
shoulder  who  will  eat  them  up.  This 
kind  of  drive  keeps  them  running.  But 
we've  got  to  find  our  own  way  to  keep 
people  motivated." 

Peter  McColough  won't  need  a  paper 
tiger.  He  has  a  real  one.  ■ 
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"A  RADICAL  SOLUTION' 


Under  Wilson  and  Linowitz  and 
now  under  McColough,  Xerox  has 
been  too  liberal,  too  socially-con- 
cerned for  some  people's  tastes. 
Xerox  ran  one  of  the  most  success- 
ful Women's  Job  Corps  camps 
(right),  now  closed  for  lack  of 
funds.  Xerox  also  encouraged  a 
black-owned  company,  FIGHTON 
Inc.  (below)  by  agreeing  to  pur- 
chase equipment  from  it. 

Peter  McColough,  however,  de- 
fends Xerox'  activist  role  and  senti- 
ments as  simple  common  sense.  He 
thinks  it  all  boils  down  to  the  fact 
that  Xerox  can't  achieve  its  goals 
in  a  country  that  is  torn  by  strife. 

"I  think  we'll  have  a  civil  war 
if  we  don't  solve  this  race  problem 
within  a  generation,"  he  says.  "I 
think  a  radical  solution  is  necessary 
and  I  hope  it  won't  take  tremen- 
dous bloodshed  to  make  people  ac- 
cept the  fact."  By  radical  solution, 
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McColough  means  spending,  maybe 
$25  billion  a  year  on  problems  of 
race,  urban  decay  and  poverty. 

McColough  doesn't  think  that 
simply  opening  job  opportunities 
to  Negroes  is  enough.  "We  have  to 
have  people  who  perform,"  he 
says,  "but,  unfortunately  too  many 
of  the  blacks  simply  can't  compete 
at  very  high  levels.  It's  because  of 
the  discrimination  and  the  after- 
math of  slavery."  He  says,  sadly, 
that  many  blacks  are  "so  psycholog- 
ically damaged  there's  not  a  hell 
of  a  lot  you  can  do  with  them  except 
give  them  some  sort  of  a  job  where 
they  can  get  a  decent  salary."  He 
sees  the  real  hope  in  the  younger 
black  generation,  however,  if  sensi- 
ble, humane  welfare  laws  and  bet- 
ter schooling  and  housing  can  be 
provided.  Hence  the  $25  billion. 

Aside  from  the  question  of  where 
the  money  is  coming  from,  Mc- 
Colough sees  other  aspects  to  his 
"radical  solution."  This  includes 
pressure  on  labor  unions  to  treat 
minority  groups  fairly  and  possible 
government  ownership  of  land  in 
urban  areas.  "I've  been  called  a  so- 
cialist for  saying  these  things,"  Mc- 
Colough says,  "but  these  things  are 
the  only  way  we'll  get  a  solution 
within  this  generation." 

McColough  might  take  some  com- 
fort from  the  fact  that  Henry  Ford 
was  called  a  radical  and  a  visionary 
when  he  shocked  the  business 
world  with  his  $5-a-day  wage  rates. 
This  move  helped  pave  the  way  for 
the  U.S.'  high  labor  productivity 
and  its  consumer  economy.  Ford 
thus  was  a  better  capitalist  than  his 
conservative  critics. 
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Tell 

someone  you 
like  about  Larks 

Gas-Trap  filter. 


He  may  give  you 
a  haircut  even  your 
wife  will  like. 


For  more  information  send  for  the  free  brochure  "Lark's  Gas-Trao   Filter 
and  What  It  Means  to  You'.'  Write  Lark,  P.O.  Box  44,  Brooklyn,  N.Y.  1 1202. 


It's  not  just  idle  conversation. 

Lark's  Gas-Trap  filter  is  unique. 
It  reduces  "tar,"  nicotine  and  gas. 

This  is  important  because  only 
a  fraction  of  cigarette  smoke  is 
"tar" and  nicotine.  About  90%  of 
it  is  actually  gas. 

Lark's  patented  Gas-Trap  was 
specifically 
designed  with 
these  facts  in 
mind.That's 
why  Lark  uses 
activated  fortified  charcoal 
granules.  And  that's  why,  today 
in  1969,  the  Gas-Trap  reduces 
certain  harsh  gases  nearly  twice  as 
effectively  as  any  other  filter  on 
any  other  popular  brand,  bar  none. 

So  tell  someone  about  Lark's 
Gas-Trap  filter. 

It'll  make  you  look  good. 


King  Size 
new  100's. 


OPERATE  YOUR  OWN 

FRANCHISE  CHAIN  FOR  A 

$30,000  INVESTMENT 
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Area   Franchises   Available 

to   Individuals  or  Corporations 

Seeking    Diversification. 

Friar  Fish's  is  the  popular  English  Fish  'n  Chips 
food  that  is  sweeping  America.  It  is  fast  be- 
coming one  of  the  most  popular  takeout  foods. 
A  very  profitable  operation  backed  by  Der 
Wienerschnitzel  who  have  over  240  successful 
stores   in  some  20  states. 

Your  area  franchise  includes  an  exclusive  terri- 
tory of  one  million  people  and  will  support  from 
20  to  25  shops.  You  can  open  your  own  shops 
without  paying  any  further  franchise  fees,  or 
sell  sub-franchises  and  collect  $3,750  each.  You 
also  collect   continuing    monthly   royalties. 

Friar  Fish's  provides  you  with  constant  super- 
vision in  operation,  advertising,  financing,  con- 
struction, equipment  and  central  purchasing  (no 
overrides). 

Write  or  call  collect: 

James  Magers,  Nat.  Franchise  Director 


Dept.  F 
7101  W.  Higgins  Avenue 
Chicago,  III.  60656 

(312)  775-1485 

A  Div.  of  Der  Wienerschnitzel  International 


Your  own  maintenance  men  can  use 
Ranco  roof  spray  equipment  FREE  to  water- 
proof weatherworn  roofs  permanently.  The 
roof  spray  equipment  pumps  Ranco  plastic 
sealant  from  drums  on  the  ground  and  sprays 
it  directly  on  your  roof.  The  sealant  forms  a 
seamless,  elastic  shield  that  defies  bitter 
cold  and  blistering  heat;  it  stops  leaks  and 
restores  pliability  to  old  roof  felt.  Save  con- 
tractor's costs,  time,  and  handling;  our 
Ranco  Roofing  Engineers  provide  jobsite 
instruction. 

Write  for  free  40-page  Ranco 
Roofing  &  Maintenance 
Catalog  which  gives  complete 
details. 

RANCO  INDUSTRIAL  PRODUCTS  CORP. 

13306  Union  Avenue  •  Cleveland,  Ohio  44120 


instruction. 


History's  Heavy  Hand 

Getting  rid  of  government  ownership   was  supposed  to 
solve  GAF's  problems— quickly.  It  hasn't  been  that  simple. 


In  1965  the  U.S.  Government  finally 
sold  off  its  93%  holding  of  one-time 
German-owned  General  Aniline  & 
Film  Corp.  Many  thought  that  GAF 
(as  it  is  now  named)  would  promptly 
take  off.  If  23  years  of  government 
ownership  had  slowed  GAF  down,  so 
the  argument  ran,  then  stockholder 
ownership  would  surely  speed  it  up. 
Therefore  investors  bought  up  11  mil- 
lion shares  at  $30.60  a  share  in  one 
of  the  biggest  underwritings  in  U.S. 
history. 

Four  years  later,  GAF  stock  is  sell- 
ing for  $22  a  share.  Its  return  on 
equity  over  the  past  five  years  has 
averaged  only  7.9%,  far  below  the 
13.3%  mean  for  American  industry. 
While  GAF's  sales  have  tripled, 
largely  through  acquisitions,  its  earn- 
ings per  share  advanced  less  than 
50%.  What's  the  problem? 

Under  the  Surface 

What  no  one  realized  was  how 
badly  off  23  years  of  government 
ownership  had  left  GAF.  True,  earn- 
ings had  steadily  increased  most 
years  through  1965.  But  the  earn- 
ings growth  concealed  a  caretaker 
management.  The  board  refused  to 
okay  acquisitions.  Budget  cuts  were 
made  across  the  board  rather  than 
selectively.  Risk-taking  was  usually 
carefully  avoided.  "Management  was 
very  cautious  because  anything  that 
got  into  the  newspapers  could  have 
political  ramifications,"  recalls  Dr. 
Jesse  Werner,  who  became  chairman 
and  president  in  1964.  In  23  years 
GAF  went  through  70  government 
appointed  directors. 

The  result  was  that  the  govern- 
ment's sale  of  GAF  in  1965  left 
Werner  facing  more  problems  than 
the  figures  showed.  GAF's  Ansco  film 
operation  was  steadily  losing  market 
share  to  Kodak  and  Polaroid.  Its 
Ozalid  copying  equipment  was  being 
overwhelmed  by  Xerox.  Even  its  old 
standby  dyestuff  and  chemical  busi- 
ness was  running  into  problems,  such 
as  the  growth  of  U.S.  dye  imports 
following  the  so-called  Kennedy 
Round  of  tariff  cuts.  In  short,  the 
world  had  changed  but  GAF  had  not. 

Werner  could  have  let  things  coast 
along.  Or  he  could  have  sold  off  a 
small  but  potentially  good  profit- 
maker  like  Ansco  to  raise  money  to 
further  strengthen  his  chemical  oper- 
ations. Instead  he  has  taken  a  more 
difficult  route.  Werner  is  trying  to 
build  GAF  in  a  few  short  years  into 


a  major  diversified  corporation. 

It  is  not  proving  easy.  To  build 
quickly,  Werner  had  to  make  acquisi- 
tions, but  by  1965  many  of  the  best 
buys  had  long  been  picked  over.  Fur- 
ther, by  the  time  he  was  ready  to 
make  his  first  acquisition  a  year  later 
GAF  had  lost  its  glamour.  Its  stock 
was  in  the  mid-20s,  making  stock 
deals  far  more  difficult. 

To  finance  his  acquisitions  Werner 
had  to  borrow;  in  1966  he  increased 
his  long-term  debt  from  $18  million 
to  $82  million.  But  1966  was  a  year 
of  increasing  interest  rates.  Thus  last 
year  Werner  paid  out  $8.3  million  in 
interest  charges,  equal  to  21%  of  pre- 
tax earnings. 

Werner's  largest  acquisition  has 
been  Ruberoid,  a  major  materials 
supplier.  This  was  GAF's  first  move 
into  building  products. 

Werner  has  achieved  his  first  ob- 
jective. He  has  lifted  GAF's  revenues 
sharply  from  $215  million  in  1965  to 
$569  million  last  year.  But  profits 
have  not  kept  pace.  That,  says  Wer- 
ner, is  the  "price  we  have  had  to  pay 
for  what  we  couldn't  do  under  govern- 
ment control,  or  didn't  do  under  gov- 
ernment control." 

long,  long  Road 

That  price  will  have  to  be  paid  for 
some  time  to  come.  GAF's  sales — 
building  products  (29.5%),  chemicals 
(26.4%),  photo  products  (23.5%), 
business  systems  (12.5%)  and  indus- 
trial products  (8.1%) — are  a  jumble 
that  Werner  must  unscramble.  For 
a  company  that  prides  itself  on  tech- 
nology, GAF's  R&D  budget  is  low, 
just  2.2%  of  sales,  and  it  is  also  di- 
vided among  a  number  of  fields.  Its 
advertising  suffers  from  the  same 
problems,  being  spread  over  dozens 
of  products  with  little  relation  to  each 
other. 

To  correct  that  last,  Werner  hopes 
"to  establish  GAF  as  a  household 
word."  But  that  cannot  fail  to  be  a 
long  and  costly  task.  And  on  top  of 
all  this,  Werner  plans  to  make  still 
more  acquisitions.  "We  talk  to  about 
50  companies  a  month,"  says  a  com- 
pany official. 

Essentially,  what  Werner  wants  is 
to  build  GAF  into  a  great  company, 
but  he  feels  that  under  die  circum- 
stances of  its  history,  he  will  have 
to  make  it  a  bigger  company  first.  He 
realizes  that  bigness  and  greatness 
don't  necessarily  go  together  but  he 
hopes  that  in  GAF's  case  they  will.  ■ 
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what  to  do  when  tax  credits  hide 


Many  companies  take  advantage  of  the  investment 
tax  credit  provision  of  the  I.R.S.  code.  However, 
some  benefit  less  than  others,  because  they  haven't 
segregated  the  costs  of  items  that  appear  to  be 
structural  components,  but  actually  qualify  for  credit. 
Pinpointing  these  "hidden"  cost  factors  calls  for 
professional  valuation  counsel  —  a  service  combining 
both  engineering  and  accounting  expertise. 

Assisting  corporate  decision-makers  is  our  business. 


MERICAN 


The  American  Appraisal  Company,  Milwaukee,  Wisconsin  53201       U.S.A.  •  Canada   •  Philippines  •  Brazil   .  France  •  Italy  •   Spain 
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The  Jilted  American 

Philip  Morris  made  a  pass  at  a  Canadian  girl, 
but  she  fell  into   the  arms  of  another. 


South  African  millionaire  Dr.  Anton 
E.  Rupert  (Forbes,  Aug.  15,  1968) 
is  a  step  closer  to  launching  his  as- 
sault on  the  U.S.  tobacco,  beer  and 
packaged  goods  market — thanks  to 
Chairman  Joseph  F.  Cullman  III  of 
Philip  Morris. 

Not  that  Cullman  meant  to  help. 
On  the  contrary,  in  a  score  or  more 
countries,  Philip  Morris  competes 
with  companies  controlled  by  Rupert's 
holding  company,  Rembrandt  Con- 
trolling Investment  Ltd.,  better 
known  as  the  Rothmans  group  (esti- 
!  total  1968  sales:  $l-billion- 
plus).  Cullman,  himself  trying  to 
diversify ,  is  not  eager  for  more  like- 
minded    competitors   in   the   U.S. 

Unintentionally,  however,  he  may 
have  brought  one  in.  In  May  Cullman 
made  a  tender  offer  for  $377-million 
(sales)  Canadian  Breweries,  Canada's 
largest  brewery  and  owner  of  Calling, 
the  seventh-largest  U.S.  brewer.  The 
move  seemed  sensible.  Philip  Morris 
is  eager  to  diversify  out  of  cigarettes 
and  build  its  international  operations. 

But  Cullman  made  a  mistake.  He 
misjudged  the  significance  of  Rupert's 
11%  control,  through  a  series  of  hold- 
ing companies,  of  Canadian  Brew- 
eries. And  he  apparently  underesti- 
mated Rupert's  determination  to  enter 
the  U.S.  market,  as  reported  by 
Forbes.  In  any  case,  three  days  after 
Cullman's  May  20  tender  offer, 
Rupert's  principal  Canadian  com- 
pany, Rothmans  of  Pall  Mall  Canada 
Ltd.,  began  buying  Canadian  Brew- 
eries common  in  the  open  market.  By 
June  6  Rupert's  organization  owned 
about  50%  of  CB  stock,  and  Cullman 
withdrew  Ins  offer  and  bought  control 
of  smaller  Miller  Brewing  Co.  from 
W.  R.  Grace. 

If  Cullman  had  not  made  his  move 
for  Canadian  Breweries,  Rupert  might 


Afrikaner.  Dr.  Anton  Rupert,  a 
chemist,  is  one  of  South  Africa's 
top  businessmen.  But  he  does 
more  than  control  companies  in 
17  countries,  now  including 
Carting  in  the  U.S.  (below). 
He  collects  art.  He  hosts  in- 
ternational visitors,  such  as 
Robert  F.  Kennedy  in  his  cele- 
brated trip  to  South  Africa. 
He  crusades  for  wildlife  pro- 
tection. And  he  was  the  first 
South  African  businessman  to 
pay  his  non-white  employees 
a     standard     minimum     wage. 


have  continued  with  only  his  11%  con- 
trol. But  Philip  Morris  forced  .  his 
hand.  Rupert  was  in  Zurich  holding 
the  annual  meeting  of  his  top  execu- 
tives when  the  bid  was  announced 
Says  John  H.  Devlin,  president  of 
Rothmans  of  Pall  Mall  Canada  Ltd., 
"We  were  all  there  together,  and  we 
had  a  chance  to  decide  what  we 
would  do.  I  admit  some  of  the  others 
were  against  fighting  Philip  Morris, 
and  I  talked  with  them  long  into  the 
midnight  hours." 

Control  of  Canadian  Breweries 
won't  make  Rupert  a  major  force  in 
the  U.S.  overnight.  Its  U.S.  market 
share  is  only  an  estimated  4.5%.  But 
Rupert  is  accustomed  to  starting  from 
behind.  Since  moving  into  Canada 
cold  in  1957,  Rothman's  has  taken 
27%  of  the  cigarette  market.  In  Aus- 
tralia it  has  50%. 

Moreover,  Rupert  has  some  other 
U.S.  interests  that  can  be  expanded. 
He  controls  the  four  tobacco  and  gift 
shops  of  Alfred  Dunhill  of  London 
Ltd.  and  owns  the  small  Larus  &  Bro. 
tobacco  company  in  Virginia  and 
Riggio  Tobacco  Coip.  of  New  York 
Ltd.  Though  dormant,  Riggio  might 
easily  be  stirred  up.  It  holds  trade- 
marks on  five  cigarette  brands.  It  acts 
as  the  U.S.  import  agent  for  the  Roth- 
mans group.  Perhaps  most  significant, 
in  the  last  few  years  it  has  helped 
Rupert  form  six  "paper"  corporations 
that  will  eventually  make  and/or 
market  a  variety  of  consumer  goods 
ranging  from  liquor  to  coffee  and 
packaged  goods.  "Riggio  is  Dr.  Ru- 
pert's eyes  and  ears  in  the  U.S.,"  says 
one  tobacco  industry  executive. 

Last  fall  when  Forbes  talked  to 
Rupert  in  London's  Grosvenor  House, 
he  said:  "We  are  interested  in  extend- 
ing ourselves  in  the  U.S.  market." 
Now  he  has  his  chance.  ■ 
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Hertz  has  figured  out  away  to  keep  the  American  businessman 
from  missing  that  plane  he  always  seems  to  be  rushing  to  catch. 


Standing  behind  the  Hertz  counter  over  the  years,  we've 
seen  traveling  businessmen  who  are  late  for  their  flights  do 
a  very  strange  thing.  In  their  panic  to  get  to  the  plane,  they 
sprint  past  our  counter,  drop  their  rental  keys  on  it  with- 
out breaking  stride,  and  continue  on  their  way  unimpeded 

Knowing  full  well  that  we  can't  change  this 
behavioral  pattern,  we've  decided  to  play 
along  with  it 


Our  playing  along  is  called  officially  Hertz  Express 
Check-in. 

If  you're  charging  one  of  our  Fords  or  other  good  cars, 
under  the  system  all  you  do  is  write  the  mileage  on  the  rental 
envelope,  put  the  keys  inside,  drop  it  off  without  breaking 
stride,  and  continue  on  unimpeded. 

This  is  another  shining  example  of  the 
old  adage:  panic  is  the  mother  of  invention. 


/Hertz/ 


Hertz  express  check-in. 
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The  Return  of  Mom  &  Pop 

In  the  Forties  and  Fifties  the  supermarket  chain  almost 
did  in  the  corner  grocer.  Now  he  is  back,  in  the 
form  of  new  outlets  like  Southland's  7-Eleven  stores. 


"I  won't  say  supermarket  operators 
are  going  up  the  wall  about  them," 
says  one  professional  food-industry  ob- 
server, "but  tho^e  damn  little  con- 
venience stores  are  another  irritant 
the  chains  would  like  to  do  without." 

The  irritant  is  today's  version  of  the 
old  comer  grocer — with  differences. 
Today's  chain-operated  convenience 
store  is  larger  <  usually  ]  ,500  to  3.200 
square  feet  .  though  it  too  has  a 
limited  stock;  it  carries  about  10? 
of  the  items  of  the  average  super- 
market, including  a  few  perishables 
like  milk  and  eggs.  Where  the  old 
mom-ic-pop  store  was  an  in-town 
phenomenon,  the  convenience  store 
is  a  creature  of  the  suburbs,  with  off- 
street  parking  for  five  to  15  cars. 

The  convenience  stores  are  most 
like  the  old  mom-&-pop  stores  in  their 
hours — usually  7  a.m.  to  11  p.m. 
seven  days  a  week.  Even  so,  con- 
venience stores  average  onlv  $150,- 
000  to  8170,000  sales  per  year,  vs. 
perhaps  SI. 2  million  for  the  average 
big  chain  supermarket. 

The  convenience  store  may  seem 
only  a  flea-bite,  but  the  bite  gets  bigger 
every  year.  Last  year  the  number  of 
convenience  stores  reached  some 
9,600,  a  fourfold  gain  since  1960: 
their  sales  rose  20?  over  1967  to  SI. 6 
billion,  t.s.  an  11.5?  gain  for  food 
supermarkets  (to  S34  billion). 

Southland  Corp.  of  Dallas  is  gen- 
eral]} credited  with  introducing  the 
convenience  store.  Recalls  Southland 
Chairman    John    P.    Thompson:    "Mv 


father  [Joe  C.  Thompson]  brought 
together  several  Dallas  ice  companies 
in  1927  to  form  Southland  Ice  Co. 
Soon  he  started  selling  a  few  grocery 
items,  such  as  milk  and  butter,  in  the 
ice  houses.  Within  a  few  years  the 
ice  houses  became  known  as  Totem 
Stores."  By  1945  the  ice  business  had 
metamorphosed  into  a  chain  of  drive- 
up.  open-front  grocery  stores  called 
7-Eleven  for  their  hours  of  business. 

Southland  began  building  and  ac- 
quiring stores  in  other  southern  states 
in  the  Fifties,  until  by  last  year's  end 
it  controlled  nearly  3,200  stores  (in- 
cluding nearly  1,000  franchised  units). 
These  rang  up  sales  of  S622  million 
in  1968,  up  from  S98  million  in  1959. 
Earnings  grew  almost  as  fast,  from 
SI. 6  million  to  S9.3  million,  despite 
the  drag  of  a  S120-million  dairy  busi- 
ness (excluding  inter-company  sales), 
the  U.S."  sixth  largest. 

Despite  the  dairy  drag  (it  made 
about  14?  of  operating  profits  last  year 
on  19?  of  sales) ,  Southland  manages  to 
be  a  profit  standout  among  retail  food 
operators.  Its  1968  margin  on  sales, 
the  best  over-all  measure  of  retail 
performance,  was  a  respectable  1.5?, 
well  above  the  1.1?  average  of  the 
five  biggest  food  chains.  And  over  the 
last  five  years  Southland  has  managed 
to  convert  this  margin  to  a  sparkling 
21.8?  average  return  on  equity. 

This  feat  is  in  part  the  result  of 
the  leverage  from  Southland's  S62 
million  in  long-term  debt,  but  more 
important  is  the  nature  of  Southland's 


We/come  Neighbor.  Southland's  7-Eleven  food  stores  blend  info  neigh- 
borhoods, are  open  at  night,  and  provide  quick  check-out.  As  a  result, 
their  prices  are  higher  than  a  supermarket's.  But  Southland's  growth 
clearly  shows  that  suburban  shoppers  don't  mind  paying  for  convenience. 


business,  which  has  low  capital  re- 
quirements for  two  reasons.  First, 
about  30?  of  the  stores  are  franchise 
operations,  most  of  whose  capital  cost 
is  eventually  carried  by  the  franchisee. 
Second,  unlike  standard  supermarket 
practice.  Southland  usually  supplies 
its  stores  from  local  wholesalers  rather 
than  operate  its  own  warehousing 
and  distribution  system. 

Southland's  franchising  should  con- 
tinue »to  grow,  especially  since  the 
company  recently  began  issuing  fran- 
chises for  whole  areas.  But  the  dis- 
tribution system  could  well  turn  the 
other  way.  Last  December  Southland 
bought  New  York  City's  115-store  Gris- 
tede  chain,  which  includes  supermar- 
kets, smaller  stores,  liquor  and  gourmet 
shops.  The  object  was  not  only  to  get 
a  foothold  in  the  New  York  market 
but  also  to  get  Gristede's  warehouse 
system,  which  is  being  studied  as  a 
prelude  for  possible  Southland  ex- 
pansion into  warehousing  for  its 
stores.  Gristede's  warehouse  is  already 
supplying  a  group  of  7-Eleven  stores 
on  Long  Island  and  in  New  Jersey, 
the  advance  guard  of  a  larger  inva- 
sion of  the  New  York   suburbs. 

As  the  Gristede  acquisition  sug- 
gests. Chairman  Thompson  does  not 
feel  chained  to  Southland's  original 
concept  of  convenience  retailing.  In 
fact,  he  is  quite  willing  to  consider 
ventures  outside  of  retailing — witness 
his  negotiations  to  buy  the  S12-millfon 
cosmetic  business  of  Nestle-LeMur. 

Sincere  Flattery 

But  the  number  of  imitators  that 
have  followed  Southland  suggests  the 
appeal  that  its  basic  idea  has.  Some 
are  regional  chains,  like  General 
Host's  Li'l  General  stores  located  most- 
ly in  the  South,  and  Fairmont  Foods' 
UtoteM  stores  in  the  South  and  South- 
west. There  are  about  15  companies 
engaged  solely  in  franchising  conve- 
nience stores,  and  even  the  big  super- 
market chains  are  dabbling  in  con- 
venience stores.  For  example.  Chi- 
cago's Jewel  Cos.  has  added  several 
to  its  operation:  and  Ralph's  in  Los 
Angeles,  a  division  of  Federated  De- 
partment Stores,  is  considering  setting 
up  a  convenience  corner,  open  long 
hours,  in  some  of  its  supermarkets. 

They  will  have  to  run  much  faster 
if  they  hope  to  catch  up  with  South- 
land. The  company  opened  its  3,000th 
store  in  Florida  last  November,  and 
is  already  planning  for  its  4,000th 
before  the  end  of  next  year.  Yet 
earnings  have  not  suffered:  A  first- 
quarter  1969  gain  of  42?  will,  the 
company  recently  predicted,  become 
a  gain  of  more  than  20?  for  the  full 
year.  A  neat  trick,  rapid  growth  and 
rising  profitability,  but  Southland 
seems  to  be  pulling  it  off.  ■ 


A  Whole  New  Market 

That's  what  data  communications  means  to  AT&T,  whose  original 
talk  business  has  already  made  it  the  world's  largest  company. 


Ma  Bell  has  never  been  a  glamour 
girl.  Rather,  for  decades  she  has  been 
a  hard-working,  slightly  overweight, 
graying  lady  with  a  near-monopoly 
on  U.S.  telephone  service.  Hardly  the 
kind  of  company  one  would  associate 
with  a  windfall.  Yet  American  Tele- 
phone &  Telegraph,  to  give  Ma  Bell 
her  proper  name,  is  on  the  receiving 
end  of  a  windfall  that  will  give  her 
a  lot  more  sex  appeal. 

The  windfall  is  data  communica- 
tions— people  talking  to  machines 
and  machines  talking  to  machines. 
The  explosive  growth  of  data  com- 
munications makes  it  predictably  cer- 
tain that  by  1975  half  of  AT&T's 
traffic  will  be  data.  True,  most  of  that 
will  move  during  reduced-rate  periods. 
But  by  1980  half  of  AT&T's  revenues 
will  be  from  data  transmission.  It  is, 
in  effect,  a  whole  new  business  des- 
tined to  be  bigger  than  the  company's 
original  business  of  voice  communica- 
tions. 

AT&T  officials  stress  the  similarities 
of  data  communications  to  voice.  They 
point  out  that  data  is  tarried  over 
the  same  lines  as  voice  communica- 
tions, from  which  it  is  electronically 
indistinguishable.  Technically,  they're 
right  And  that  is  why  it  is  such  a 
windfall  The  same  lines  that  carry 
the  human  voice  at  120  words  .i 
minute  can  earn  thousands  of  bits 
of  computer  talk  a  second.  And  every 
telephone  is  a  potential  computer  in- 
put station. 

Different    Breed 

all  their  sharing  of  equipment, 
however,  voice  and  data  communica- 
tions dillei  markedly  in  other  respects. 
Data  calls  for  different  terminal  de- 
It  requires  a  sales  force  and 
higher  service  standards.  The  regu- 
latory climate  is  different. 

Indeed,  the  uniqueness  of  data 
communications  and  its  vast  potential 
is  bound  to  cause  AT&T  some  prob- 
lems. One  is  competition,  which  Ma 
Bell  is  already  having  to  face.  Last 
year  GE  began  building  its  Termi- 
\et  300  data  terminal  in  direct  com- 
petition with  AT&T's  Teletype  Corp., 
which  now  has  some  95%  of  the  mar- 
ket. University  Computing  Co.  is 
currently  trying  to  skim  some  of  the 
cream  off  AT&T's  transmission  busi- 
ness by  setting  up  its  own  microwave 
data  communications  system.  On  a 
large-scale  time-sharing  system, 
AT&T's  line  charges  can  easily  exceed 
computer  rental  costs,  so  the  computer 
companies  would  like  to  force  AT&T 
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to  lower  its  rates,  which  would  mean 
more  computer  sales  for  them. 

But  the  problems  pale  beside  the 
opportunities.     By     some     estimates, 


AT&T  revenues  will  reach  $35.5  bil- 
lion in  1980,  with  at  least  half  gen- 
erated by  data  communications.  Last 
year  less  than  10%  of  AT&T's  $14.1- 
billion  revenues  came  from  data,  ten 
years  ago  a  mere  1.5%.  Until  recently, 
in  fact,  sales  of  Yellow  Pages'  ad- 
vertising (nearly  $570  million  in  1968) 
were  more  important  than  data  com- 
munications. Now  the  growth  of  data 
traffic  has  become  a  major  factor  in 
AT&T's  revenue  rise  of  8.5%  last  year 
and  11%  in  the  first  quarter  of  1969. 

The  arrival  of  data  communications 
has  been  accompanied  by  significant 
changes  in  the  terminal  equipment, 
including  the  telephone  itself.  The 
push-button  Touch-Tone  telephone, 
for  example,  is  both  a  telephone  and 
a  computer  input  device.  Some  150 
organizations  use  it  for  computer  talk, 
and  the  potential  is  limited  only  by 
the  number  of  Touch-Tone  sets  avail- 
able. Right  now,  4.5  million  are  in 
use;  by  1980  one  out  of  three  tele- 
phones— about  50  million — are  ex- 
pected to  be  Touch-Tone  phones. 

Cousin  of  the  Touch-Tone  is  the 
Data-Phone,  a  device  that  converts 
information  from  business  machines — 
computers,  cash  registers,  typewriters 
— into  tones  for  transmission  over 
phone  lines.  More  than  85,000  are 
now  in  use,  and  unofficial  projections 
put  the  total  at  2  million  by  1980. 

Even  the  experimental  Picture- 
phone,  developed  for  "face-to-face 
conversations,"  may  have  a  major 
role  in  data  communications.  For  ex- 
ample, 40  Picturephones  are  in  test 
at  Westinghouse  Electric  Corp.,  where 
they  are  programmed  to  display  news 
items,  stock  market  reports,  foreign 
currency  information  and  the  like.  Be- 
cause it  can  be  tied  into  on-line  com- 
puter operations,  the  Picturephone 
may  be  a  real  rival  to  desk -top  display 
devices  of  computer  makers. 

Computers   and  College  Kids 

The  growth  of  data  communications 
may  also  lead  to  changes  in  AT&T's 
rate  structure.  "For  example,"  says 
AT&T  Marketing  Vice  President  Wil- 
liam M.  Ellinghaus,  "on  long-distance 
calls  our  minimum  charge  is  for  a 
three-minute  initial  period.  But  we 
are  now  testing  a  one-minute  initial 
period  because  a  computer  doesn't 
need  three  minutes.  It's  not  at  all 
like  a  college  student  calling  home." 

Much  of  the  computer  business  re- 
sults from  time-sharing,  which  be- 
comes increasingly  important  as  com- 
puters   become    faster    and    costlier. 
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People,  Too.  Data  transmission 
doesn't  just  mean  machines  talking  to 
other  machines.  One  engineer  can 
send  a  drawing  to  another  (left).  A 
clerk  can  send  data  to  a  computer— 
and  then  listen  to  its  response  (center). 
An  executive  can  read  data  from  a 
computer   on    a   Picturephone    (right). 


"The  way  you  share  a  computer," 
says  Ellinghaus,  "is  to  let  people 
have  access  to  it,  and  the  best  way 
to  do  this  is  by  telephone  lines."  Even 
GE  seems  to  agree:  It  plans  to  spend 
$34  million  this  year  to  form  a  na- 
tionwide computer  service  linked  to 
telephone  lines.  Ellinghaus  denies 
AT&T  would  want  to  become  a  com- 
puter utility:  "We've  never  viewed 
information  processing  as  our  busi- 
ness. We're  in  the  communications 
business." 


Ellinghaus  also  takes  an  optimistic 
view  of  last  year's  celebrated  Carter- 
fone  decision,  in  which  the  Federal 
Communications  Commission  ruled 
that  AT&T  had  to  permit  use  of  non- 
Bell  attachments  to  its  lines,  some- 
thing it  had  opposed  for  years.  "We 
will  benefit  from  this  because  of  in- 
creased use  of  our  lines,"  Ellinghaus 
says. 

But  these  lingering  small  rigidities 
should  not  mask  the  enormous  dif- 
ference that  data  communications  is 


already  beginning  to  make  to  Ma 
Bell.  After  all,  AT&T  is  both  a  regu- 
lated utility  and  the  world's  largest 
private  corporation,  with  $40  billion 
in  assets  and  $2  billion  in  earnings. 
For  external  and  internal  reasons,  it 
is  hard  for  such  a  company  to  move 
fast — which  makes  all  the  more  re- 
markable its  switch  from  "plain  old 
telephone  service,"  as  Chairman  H.  I. 
Romnes  puts  it,  to  providing  the 
world's  largest  data  communications 
network.  ■ 
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If  data  communications  is  a  whole 
new  business  for  AT&T,  why 
hasn't  the  stock  market  shown  it? 
Indeed,  just  as  data  communica- 
tions started  to  grow,  AT&T  stock 
began  to  fall  from  a  mid-1964  high 
of  75  to  a  low  of  48  last  fall.  With 
550  million  shares  outstanding,  the 
loss  in  market  value  was  nearly 
$15  billion.  Meanwhile,  per-share 
earnings  moved  steadily  upward, 
easing  a  bit  in  1968  only  because 
of  the  surtax.  But  even  on  record 
first-quarter  earnings  this  year,  the 
stock's  price  still  climbed  to  only 
$56. 

Obviously,  investors  are  worried 
not  about  current  performance  but 
about  prospects.  And  they  have 
plenty  to  support  their  feeling  of 


THE  WAITING  GAME- 


concern.  The  FCC's  sweeping  in- 
vestigation that  began  in  late  1965 
is  still  under  way.  The  sale  of 
AT&T's  TWX  (Teletype)  service 
to  Western  Union  is  pending  be- 
fore the  FCC.  Last  year's  Carter- 
fone  decision  (see  story)  broke 
AT&T's  monopoly  on  terminal  de- 
vices. The  competitive  impact  of 
Comsat,  of  CATV  and  of  private 
microwave  systems  has  yet  to  be 
felt.  And  the  Justice  Department  is 
again  hinting  that  it  wants  AT&T 
ell  its  Western  Electric  manu- 
facturing subsidiary.  In  short,  Ma 
Bell  has  a  full  crop  of  just  the  kind 
of  regulatory  problems  that  disturb 
the  traditionally  conservative  in- 
vestors of  the  company. 

But  AT&T  has  plenty  of  friends 


among  security  analysts,  nearly  all 
of  whom  believe  the  stock  is 
undervalued  now.  At  25  times 
earnings  in  1964,  it  was  too  high, 
say  the  analysts;  at  13.8  times 
today,  it's  too  low.  A  price/earnings 
ratio  of  16  or  17  seems  about 
right. 

"When  you  get  all  the  uncer- 
tainties out  of  the  picture,"  says 
one  analyst,  "then  investors  will 
pause  and  look  at  the  stock.  Other- 
wise, you  could  talk  till  you're 
blue  in  the  face  and  the  stock 
won't  move." 

And  when  will  the  uncertainties 
be  gone?  Considering  how  complex 
AT&T's  environment  has  become, 
maybe  not  till  next  year.  Or  the 
year  after.  Or.  .  .  . 
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Can  you  guess  the  one 
field  of  investment 
Eastman  Dillon  doesn't 
have  seasoning,  depth 
and  creative  ideas  in? 

common  stocks 

preferred  stocks 

corporate  bonds 

municipal  bonds 

government  bonds 

short  term  paper 

mutual  funds 

convertible  securities 

commodities 

real  estate  financing 

mergers  and  acquisitions 

private  placements 

secondaries 

new  issues 

warrants 

Of  the  15  major  fields  of  investing 
shown,  Eastman  Dillon  is  actively  engaged  in  14. 

If  you're  interested  in  a  broad  range  of 
investment  possibilities,  if  you'd  like  to  invest 
creatively,  call  Eastman  Dillon.  Few  brokers 
offer  you  a  wider  choice  for  your  money. 


(Eastman  Dillon  does 
not  deal  in  Commodities) 


... 


Eastman  Dillon  helps  men  with  money  invest  intelligently. 

Eastman  Dillon,  Union  Securities  &  Co. 
Members  New  York  Stock  Exchange,  □  One  Chase  Manhattan  Plaza,  New  York,  N.Y  10005 


A  great  reputation  is  a  great  sound- 
the  more  there  is  made, 
the  farther  off  it  is  heard' 


NAPOLEON  BONAPARTE 


A  great  reputation  is  not  an  easy  thing  to  build,  for  a  man 
or  for  a  product.  Most  often  it  is  a  labor  of  years.  Factors  of 
quality  value,  and  standards  of  performance  are  its  foun- 
dation. 

Further,  once  built,  it  must  be  maintained.  And  this,  in 
the  case  of  a  product,  can  only  be  accomplished  by  keeping 
that  name  before  the  consumer,  continually  promoting  and 
expanding  the  franchise  it  has  established. 

There  is  only  one  national  organization  dedicated  to  the 
protection  and  promotion  of  trade  names  or  branded  goods. 

It  is  the  Brand  Names  Foundation,  Inc. 

For  over  25  years  this  Foundation  has  represented  compa- 
nies of  the  highest  standards  of  brand  marketing.  It  has 
been  a  powerful,  persuasive  force  in  promoting  better 
brand  selling  to  and  through  the  nations  retailers,  a  contin- 
uing source  of  information  for  the  nation's  press,  a  constant 
reminder  to  consumers  of  the  benefits  of  trade  names  and 
branded  products. 

To  help  protect  and  promote  your  Brand  Name  interests, 
the  Brand  Names  Foundation  invites  and  needs  your  sup- 
port whether  you  are  a  manufacturer,  advertising  agency, 
service  company  or  a  media  partner. 

For  a  roster  of  membership,  and  complete  information 
on  how  to  join  and  the  advantages  of  doing  so,  please  send 
in  the  coupon  below. 


H.  Ford  Perine,  Pres 

Brand  Names  Foundation,  Inc. 

477  Madison  Avenue,  New  York  City,  New  York  10022 

Please  send  information  about  BNF  activities,  plans,  aims  and 

membership  details  for  study  by  our  executives. 

Name 


.  Position. 


Company- 


City  &  State. 


.Zip. 


Typical  brands  or  services  (if  not  ol 


J 


BRAND  NAMES  FOUNDATION,  INC. 

477 Madison  Ave,  N.Y.C.,  N.  Y.  10022 
Telephone  (212)  753-4131 


The  Last  Shall  Be  First 

SSI  is  the  youngest  of  the  computer-leasing  compa- 
nies, but  in  a  year  it  has  become  the  biggest  in  360s. 


Peter  Redfield's  California-based 
SSI  Computer  Corp.  is  only  a  little 
over  a  year  old  (vs.  Leasco's  seven 
years,  Greyhound's  seven  and  Ran- 
dolph's three).  But  with  about  $200 
million  of  IBM  360s  on  lease  or  con- 
tract, it  already  is  the  biggest  in  its 
field.  SSI  (the  initials  stand  for  ab- 
solutely nothing — Redfield  just  liked 
the  sound  of  them)  will  soon  be  called 
ITEL,  which  also  stands  for  nothing. 
SSI  isn't  running  a  discount  operation. 
So  how  did  it  capture  around  10£  of 
the  market  in  such  a  short  time? 

Not  through  years  of  hustling,  but 
by  planning  adequate  financing  and 
assembling  a  sales  force  of  former 
IBM  salesmen  before  its  first  com- 
puter contract  was  signed.  Besides 
this,  the  company  began  operations 
in  1968,  when  the  computer  leasing 
business  was  still  doubling  each  year. 

\-  38-year-old  Redfield,  an  alum- 
nus  of   McKinsey    and    Transatnerica, 

tells  his  story,  "A  group  oJ  Transamer- 
ica  executives  and  I  were  having  lunch 
about  two  \ears  ago,  and  like  every- 
body else  we  were  talking  about  how 
great  these  leasing  companies  were — 
too  good  to  be  true.  We  got  so  involved 
in  the  discussion  that  we  spent  the 
rest  of  the  afternoon  planning  a  fic- 
titious leasing  company." 

Transainerica  did  nothing,  hut  Red- 
field  took  it  from  there.  He  decided 
SSI  would  need  at  least  $75  million 
and  three  regional  offices  to  get 
started.  What  he  did  to  accomplish 
this  was  to  first  spend  six  months  in 
McKinseyan  fashion  planning  a  pres- 
entation of  SSI  and  then  looked  for 
ail  asset-rich  company  to  buy  SSI 
common.  Fund  American,  now  part 
of  the  American  Express  Co.,  was  the 
highest  bidder  and  its  SlO-million  In- 
vestment now  represents  40%  equity. 
With  this  initial  hacking.  Bank  of 
America  money  flowed  in.  The  first 
leasing  contract  was  signed  March 
L968,  and  since  then  they've  come  in 
at  the  rate  of  $10  million  to  $15  mil- 
lion a  month.  The  company  has 
branched  into  container  leasing  and 
just  merged  with  Statistics  for  Man- 
agement   Data    Processing   Coip. 

As  for  the  great  argument  against 
the  economics  of  such  leasing  com- 
panies (Forbes,  July  15,  1968,  p.  17) 
— that  a  new  IBM  computer  could 
obsolete  the  360 — Redfield,  who  has 
been  working  with  computers  for  the 
last  ten  years,  says:  "Your  computer 
is  only  as  good  as  your  peripheral 
equipment.   A   new   and   faster   IBM 
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Redfield  of  SSI  Computer 

computer  isn't  going  to  obsolete  the 
360  unless  it  can  provide  cost  savings 
through  faster  peripheral  equipment, 
and  I  haven't  seen  any  of  this."  Red- 
field  insists  that  360s  have  a  useful 
life  of  ten  years  or  more,  even  though 
IBM  depreciates  them  over  four  years. 
"IBM  used  the  fastest  depreciation 
possible  for  cash  flow  and  because 
its  revenues  could  take  it,"  he  says. 

If  Redfield  is  wrong,  SSI  could  get 
into  serious  trouble.  Since  all  his  com- 
puters are  so  new,  they  are  only 
slightly  depreciated.  If  the  bottom 
ever  falls  out  of  the  leasing  business, 
SSI's  write-offs  would  be  fantastic. 

But  maybe  he's  right.  At  least  his 
bankers  have  loaned  SSI  $145  million. 
Fund  American's  $10-million  invest- 
ment is  now  worth  $60  million,  and 
Redfield  won't  say  how  much  he 
mad»  on  his.  ■ 


BEST 

INVESTMENT 

AFLOAT: 


MEECO  MARINAS! 


Every  dollar  you  sink  in  perma- 
nent pilings,  rock-filled  breakwaters 
and  wooden  floating  structures  is 
likely  to  be  a  "fixed"  investment. 
But  an  investment  in  modern 
MEECO  Marinas,  slips,  fishing 
barges,  service  docks,  boat  houses 
is  a  recoverable  investment. 

MEECO  Marinas  are  made  of  an 
exclusive  Polystyrene  flotation 
material  (  self  -  extinguishing  or 
gas-resistant)  molded  directly  to 
life-time  galvanized  steel  structural 
frames  and  topped  with  non-skid, 
heat-reflective  concrete  decking. 
Built  better  to  last  longer  .  .  .  yet 
easily  relocated  as  needs  change! 

These  strong,  attractive  MEECO 
Marinas  and  other  floating  facilities 
are  custom-designed  using  modular 
elements.  Easily  expandable  without 
risking  that  "chopped  up"  look  of 
helter-skelter  additions.  They're  eco- 
nomical, too;  insurance  rates  are 
lower  and  convenient  bank  financ- 
ing is  available. 

For  complete  details,  including 
custom  design  service  and  economic 
studies,  write  or  call 

I » 

MEECO  MARINAS 

Dept.  F 

Marine  Engineering  &  Equipment  Co. 

P.  O.  Box  518 

McAlester,  Oklahoma     74501 

Phone  918-423-6833 

Yes  —  I  would  like  more  information  on 
free  Custom  Design  Service  and  Economic 
Studies. 


Name- 


Firm- 


Address- 


City- 


-State- 


-Zip- 


.J 
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As  I  See  it 


Edward  F.   Denison 


A  persistent  fear  that  high  wages  are  "pricing  U.S.  goods  out  of  world 
markets"  has  afflicted  Americans  for  more  than  a  decade  now.  Is  there 
any  truth  in  it?  Do  Europeans  work  harder  than  Americans?  And  for  less 
money?  Or  are  higher  U.S.  wages  more  than  matched  by  higher  U.S. 
productivity?  For  some  answers  and  some  opinions,  FORBES  went  to  one 
of  this  country's  leading  experts  on  productivity,  Dr.  Edward  F.  Denison.  A 
senior  economist  at  Washington  D.C.'s  Brookings  Institution,  Dr.  Denison  has 
made  a  specialty  of  finding  out  why  one  country's  economy  grows  faster 
than  another's.  He  has  written  a  monumental  book,  Why  Growth  Rates  Differ, 
to  separate  fact  from  fiction  about  economic  growth.  In  his  book  and 
in  his  interview  with  FORBES,  Dr.  Denison  reaches  basically  optimistic  con- 
clusions about  the  U.S.  economy.  As  for  fears  about  U.S.  productivity,  he 
dismisses  them  as  "an  intricate  myth."  But  he  ends  on  a  cautionary  note. 


In  your  book  you  say  that,  man  for 
man,  the  American  worker  produces 
twice  as  much  as  does  the  European. 
We've  always  had  visions  of  Euro- 
pean master  craftsmen  happily  pro- 
ducing fine  cars,  fine  clothes,  fine 
everything  for  less  money  than  even 
some  of  our  unskilled  laborers  get. 
What's  wrong  with  this  notion? 

Denison:  Yes,  the  European  does 
work  for  less  money.  But  he  must 
work  for  less  because  he  has  less  out- 
put and  is  not  worth  as  much.  We 
have  heard  these  myths  about  the 
Europeans,  but  they've  been  built  up 
by  people  who  haven't  been  in  a 
position  to  compare.  The  fact  is  that 
the  American  worker  just  works  an 
awful  lot  harder.  You  find  evidence 
of  this  when  people  emigrate  from 
Europe  to  the  U.S.  At  first  they're 
shocked  by  the  pace  of  work  here. 
It's  a  much  tougher  grind  than  they're 
accustomed  to.  It's  also  true,  how 
ever,  that  they  quickh  adapt  them- 
selves to  our  pace. 

Just  for  the  record,  what  do  you 


mean  by  "worker"  when  you  com- 
pare Americans  and  Europeans? 

Denison:  I  mean  everyone  who  is 
gainfully  employed.  This  includes  the 
teenager  working  on  a  part-time  job, 
on  up  to  the  president  of  General 
Motors. 

But  why  does  the  American  worker, 
whether  a  teenage  grass-cutter  or  an 
executive,  work  harder? 

Denison:  Education  is  the  big  thing. 
Our  work  force  is  just  far  better  edu- 
cated. 

What  about  all  those  fine  European 
universities  like  Heidelberg,  the  Sor- 
bonne  and  Oxford? 

Dknison:  Those  names  you  mention 
are  fine  for  the  relatively  few  Euro- 
peans who  can  attend  them.  The 
difference  lies  in  the  distribution  of 
our  education  and  theirs.  In  the  U.S. 
we  have  a  large  number  of  people 
with  all  sorts  of  education  levels,  in- 
cluding very  low  ones.  We  have  very 


Are  American  workers 
lazy  and  overpaid? 
Are  European  workers 
more  productive? 
Not  so,  says  a  leading 
productivity  expert. 


large  numbers  of  people  who  are  high 
school  and  college  graduates.  The 
Europeans  tend  to  have  up  to  85% 
of  their  working  population  with  be- 
tween six  and  eight  years  of  educa- 
tion. Few  go  beyond  this  compulsory 
minimum.  Very  few  of  them  plan  to 
be  high  school  graduates.  The  biggest 
concentration  in  the  U.S.  is  in  high 
school  graduates. 

Aren't  the  Europeans  catching  up 
in  education? 

Denison:  Xo,  we're  pulling  ahead, 
widening  the  gap. 

How  do  you  account  for  this?  What 
motivates  one  nation  to  put  more  of 
its  resources  into  education  than  an- 
other? 

Denison:  You  have  to  go  back  into 
history.  We've  had  a  belief  in  this 
country  for  a  long  time  that  this  is  a 
place  of  opportunity.  Everybody 
wants  his  kids  to  do  better  and  have 
a  higher  position  in  life.  For  nearly 
a  century  the  feeling  was  that  the 
best  way  to  do  this  was  to  give  the 
youngsters  more  education.  There  has 
been  a  strong  and  constant  upward 
pressure.  In  Europe,  this  attitude 
ne\er  emerged  until  after  World  War 
II.  The  upper  classes  never  believed 
the  worker  could  ever  get  ahead  as 
an  individual.  The  working-class 
parent  felt  he  should  get  his  kid  out 
of  school  as  soon  as  possible  so  he 
could  start  earning  some  money. 

You  say  a  European  attitude  to 
support  more  education  for  every- 
body didn't  emerge  until  after  World 
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War  11.  What's  happening  now0 
What  countries  are  moving  ahead 
fastest? 

Denison:  The  Italians  are  moving 
ahead  with  education  most  rapidly 
because  they're  moving  up  from  a 
very  low  level.  The  Germans,  sur- 
prisingly, are  not  moving  much.  It's 
hard  to  figure  the  Germans.  Maybe 
it's  tied  in  to  their  university  system 
which,  like  ours,  is  primarily  financed 
by  the  states  rather  than  being  a 
national  system.  The  financing  is  just 
not  there.  Then  there's  a  hard-to- 
define  German  attitude.  The  idea  that 
education  is  vital  just  hasn't  per- 
meated Germany. 

The  education  of  a  country's  work 
force  is  one  measure  you  use  in  your 
hook  to  describe  the  quality  of  labor. 
You  also  mention  the  quantity  of 
labor  as  another  important  factor. 
How  is  the  U.S.  doing  on  this  score? 

Dkhjsun:    We    see    in    this    country 

something  that  is  almost  peculiarly 
an  American  phenomenon:  part-time 
job-seeking  b>  young  people  and  by 
women.  The  women  are  seeking  full- 
time  jobs,  too.  In  Europe,  very  few 
students  also  have  jobs.  As  lor  women 
working,  you  see  a  little  of  it  in  Eng- 
land and  Sweden.   But  nowhere  else. 


How  do  you  explain  this  desire  to 
work  in  our  young  people  and  women? 

Denison:  It's  partly  the  supply  and 
partly  the  demand.  Part-time  female 
employment  here  has  been  heavily 
concentrated  in  retail  trade  and  the 
various  service  industries.  Our  service 
industries  have  grown  far  faster  than 
those  of  Europe.  The  spread  of  super- 
markets and  that  sort  of  thing  has 
given  rise  to  many  more  opportuni- 
ties for  part-time  work.  The  smaller, 


European-style  family  shop  doesn't 
provide  this  kind  of  opportunity.  On 
the  supply  side,  there  just  seem  to 
be  an  awful  lot  of  women  who  want 
to  work.  Many  want  to  get  out  of  the 
house,  I  guess. 

Aside  from  the  quality  and  the 
quantity  factors,  are  there  other  ad- 
vantages the  American  work  force 
has  over  the  Europeans? 

Denison:  We  have  much  more  flexi- 
bility and  mobility.  We've  never  had 
anything  like  their  notion  that  a  man 
should  have  a  certificate  to  do  any 
particular  kind  of  work.  The  extreme 
is  Germany,  where  everybody  has  to 
be  apprenticed. 

What  about  the  restrictive  feather- 
bedding  practices  of  U.S.  unions? 

Denison:  In  spite  of  what  some  of 
our  business  friends  say  about  our 
unions,  we  put  much  less  emphasis 
on  the  idea  that  only  a  man  who  be- 
longs to  a  certain  union  can  do  cer- 
tain things.  They  really  have  it  tied 
down  over  there.  And  of  course  we 
have  far  more  capital  per  worker 
than  the  Europeans — more  equip- 
ment,   more   automation,    everything. 

In  your  book,  you  threw  in  some- 


Marsh 
McLennan 


Marsh  &  McLennan  announces  the  formation  of  Marlennan  Corporation,  a  holding 
company.  Marlennan  will  provide  the  flexibility  to  offer  more  comprehensive  services. 

Marsh  &  McLennan,  Incorporated,  world's  leading  insurance  broker,  will  continue 
as  it  has  to  provide  complete  insurance  services  to  its  clients. 

Effective  June  4,  Marlennan  has  replaced  Marsh  &  McLennan  on  the  New  York  and 
Midwest  Stock  Exchanges  but  will  continue  under  the  same  symbol:  MMC. 

m. 

mari_ennan 
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COLOR 
TELEVISION 
IN  EUROPE 


Color  television  came  to  Europe 
in  the  summer  of  1967.  The  take- 
off in  West  Europe  is  expected 
to  be  considerably  faster  than  it 
was  in  the  United  States,  as  Eu- 
ropean television  is  controlled 
almost  entirely  by  governments 
and  financed  by  taxpayers.  Thus 
there  is  no  need  to  persuade 
cost-conscious  sponsors  to  foot 
the  bill  for  programming.  Sec- 
ondly, Europe's  late  entry  ena- 
bled manufacturers  to  learn  from 
more  than  a  decade  of  Ameri- 
can experience,  resulting  in  sets 
that  are  markedly  superior  to 
our  own. 

From  among  the  score  of 
companies  involved  in  West  Eu- 
rope, we  have  singled  out  four 
for  detailed  discussion:  Philips, 
Thorn,  Rank,  and  AEG-Tele- 
funken. 

For  a  copy  of  this  56-page 
booklet,  address  Department  F. 


LOEB,  RHOADES  &  CO. 

MEMBERS  NEW  YORK  STOCK  EXCHANGE 
AND  OTHER  LEADING  STOCK  EXCHANCES 
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As  I  See  It 

thing  toward  the  end  labeled  "residual 
productivity."  What  is  that? 

Denison:  It's  sort  of  an  X  factor  that's 
hard  to  tabulate.  We  found  that  the 
U.S.  society,  all  other  things  being 
equal,  just  operates  at  a  much  more 
efficient  level  than  the  European 
countries.  If  you  take  all  the  other 
factors  away — capital,  labor,  land, 
etc. — this  country  operates  on  the 
order  of  25%  more  efficiency  than,  say, 
France  or  Germany,  more  in  the  case 
of  the  U.K.  or  Italy.  There  is  some- 
thing about  the  combination  of  flexi- 
bility in  the  American  society,  the 
ability  of  American  management  to 
get  people  into  the  right  jobs,  to  get 
things  done,  to  organize  output  that 
gives  us  this  "residual"  advantage. 

Aren't  the  Europeans  supposed  to 
be  catching  up  on  management  skills? 

Denison:  In  the  eight  countries  we 
studied,  there  wasn't  any  catching  up 
at  all  in  six  of  them.  There  was  some 
catching   up   in    Italy,   but   the   only 

country  showing  significant  progress 
was  France. 

Why  France? 

Denison:  I  can  only  speculate.  I  think 
the  French  planning  commission  has 
made  real  efforts  to  break  through 
the  lack  of  competition  in  French 
industry,  the  heavy  cartelization  of 
markets.  It's  a  beginning  of  an  anti- 
trust attitude.  The  antitrust  laws  have 
put  pressure  on  our  businesses  to 
operate  more  effectively.  This  is  an 
important  factor  most  Europeans 
tend  to  overlook. 

What  about  the  idea  that  Ameri- 
cans don't  get  enough  out  of  life  be- 
cause all  they  care  about  is  money 
and  success? 

Denison:  I  don't  think  so.  We  are 
certainly  getting  more  in  goods  and 
services  and  real  income  than  the 
Europeans.  It's  true  we  work  harder 
for  it.  I  think  we  prefer  it  this  way. 
I  think  the  Europeans  would  prefer 
il  this  way,  and  they  do  whenever 
they  get  the  opportunity.  Everything 
in  the  postwar  European  experience 
impresses  me  with  the  fact  that  as 
incomes  rise,  the  European  workers 
pattern  of  life  comes  closer  to  ours. 
There's  strong  evidence  that  basic 
are   similar. 

Ihit  maybe  tliis  is  changing  Ikk  . 

I)i  NISON:  All  these  things  I've  spoken 


THE  "X"  FACTOR 

AMERICA'S 

ADVANTAGE 

Why  is  the  average  U.S.  worker 
roughly  70%  better  off  than  one 
in  Northwest  Europe.  Partly  for 
conventional  economic  reasons 
(gray  area)  like  education,  capital, 
land,  etc.  But  over  half  the  differ- 
ence (red  area)  stems  from  the 
"x"  factor  made  up  of  competitive 
pressures,  quality  of  manage- 
ment, speedy  utilization  of  new 
knowledge— in  short,  the  flexibility 
and  vigor  of  the  U.S.  system. 


$6,000 


Source:  The  Brookings  Institution 


about,  the  factors  of  productivity,  de- 
pend on  our  national  attitude.  If  you 
get  a  change  in  attitude  toward  work, 
if  you  really  get  a  breakdown,  you 
would  suddenly  find  increased  costs  in 
unproductive  things,  like  more  guards, 
more  police. 

Speaking  of  police,  you  were  k  - 
cently  a  visiting  professor  of  economies 
at  the  University  of  California  in 
Berkeley.  Having  seen  that  turbulent 
sector  of  our  education  system,  what 
will  happen  to  our  economic  engine 
if  this  sort  of  thing  spreads? 

Denison:  These  signs  of  turmoil  are 
fine  il  they  lead  to  change  that  comes 
about  in  an  orderly  way.  The  possi- 
bility that  widespread  disorder  could 
come  from  all  this  is  an  imponderable. 
It  could  bring  on  a  power  backlash 
and  rigid  controls.  It  would  take  away 
our  great  flexibility,  our  mobility,  our 
great  openness.  It's  one  of  these  cur- 
rent dangers  that  you  can  never  spot 
in  economic  statistics.   ■ 


50 


FORBES,  JUtY  1,  1969 


Rectangular  Nephrite  Presentation  Snuffbox  overlaid  with  Rose  Diamond  Trellis  centered  fa  a 
Wreath  framing  a  miniature  of  Czar  Nicholas  II  wearing  the  Order  of  St.  George  •  By  Carl  Fabergi. 
Jeweler   to   the    Czars    of   All   the   Russia!    •    From   the   Forbes   Magazine   Collection   of   Faberge 


Girl  Faberge  knew  his  business. 

Forbes  Magazine  knows  its  business. 

Which  is  your  business. 

Today  over  half-a-million 
executives  subscribe  to  Forbes. 


An  additional  million  read 
every  is- . 

Circulation  and  advertising 
revenues  are  at  an  all-time  high. 

And  still  growing. 


Forbes  Magazine  readers  don't  just 
own  American  business. 

Thej'  run  it. 

Forbes:  capitalist  tool 


We  get  a  lot  of  t  hes 


>ut  of  our  coal  mines 

We  operate  open  pit  coal  mines  in  Illinois. 

If  you've  ever  seen  the  landscape  after  the  strip  miners  get  through 
with  it,  you  know  it's  one  of  the  ugliest  blotches  on  the  face  of  the  earth. 
We  know.  We've  stripped  quite  a  bit  of  landscape  ourselves. 

But,  when  we're  through  mining  it,  we  make  it  a  better  piece  of  land 
than  it  was  before.  Some  of  our  old  surface  mines  have  been  converted 
to  pasture  land.  Some  have  ended  up  as  recreation  areas,  complete  with 
what's  probably  the  best  bass  and  pike  fishing  in  the  Midwest.  And 
we've  turned  acres  of  mined-out  eyesores  into  orchards. 

Funny  thing.  Apples  taste  better  grown  on  old  open  pit  land.  The 
stripping  brings  to  the  surface  more  of  the  trace  elements  so  essential 
to  healthy  plant  growth. 

We  sell  about  SI 0,000  worth  of  apples  a  year.  But,  we  do  a  little  bet- 
ter on  the  coal.  In  fact,  our  open  pit  and  deep  shaft  mines  make  General 
Dynamics  one  of  the  ten  largest  coal  producers  in  the  country.  And  we 
also  have  important  interests  in  other  natural  resources.  We  operate 
one  of  the  biggest  limestone  quarries  in  the  world,  just  outside  of  Chi- 
cago, and  we  supply  more  concrete  and  aggregate  to  that  burgeoning 
city  than  any  other  supplier.  We  also  operate  several  of  the  most  mod- 
ern lime  plants  in  the  Midwest. 

More  effective  utilization  of  the  earth's  re- 
sources is  just  one  example  of  what  technology 
can  do  when  it's  handed  a  problem. 

At  General  Dynamics,  we  put  technology  to 
work  solving  problems  from  the  bottom  of  the 
sea  to  outer  space... and  a  good  bit  in  between. 

GENERAL  DYNAMICS 


Faces  Behind  the  Figures 


John    W.   Kiuge 


John  R.  Beckett 


High  and  Dry 

As  the  great  wave  of  mergers  and 
takeovers  begins  to  ebb,  it  leaves 
high  and  dry  an  embarrassing 
number  of  corporate  craft.  Take 
Metromedia,  the  New  York-based 
TV-and-radio  outfit.  Its  proposed 
merger  with  Transamerica  Corp. 
would  have  given  MM  the  ex- 
pansion capital  it  needed  and 
would  have  taken  its  principals, 
especially  Chairman  John  W. 
Kluge,  out  at  a  handsome  price: 
30  times  last  year's  earnings,  $300 
million  for  a  company  that  started 
a  decade  ago  with  $8  million  in 
capital.  Little  wonder  that  Kluge 
smiled  so  broadly  when  he  shook 
hands  on  the  deal  with  TA  Chair- 
man John  R.  Beckett  last  I 

There  were  risks,  ot  course.  One 
of  the  reasons  Transamerica 
wanted  Metromedia  was  that  its 
broadcasting  stations  would  have 
fitted  nicely  with  TA's  entertain- 
ment division,  built  around  its 
United  Artists  movie  company. 
This  was  fine,  except  that  the 
merger  also  said  something  to 
many  of  Metromedia's  executives. 
What  it  said  was:  Look  elsewhere; 
you're  blocked  for  promotion  and 
your  job  may  be  in  jeopardy.  A 


number  of  them  got  the  message. 
Out  went  six  vice  presidents  (two 
of  them  directors),  plus  dozens  of 
others,  badly  crippling  the  corpo- 
rate advertising,  research  and  plan- 
ning departments.  Metromedia's  ad- 
vertising head,  a  former  treasurer, 
general  counsel  and  secretary,  and 
creative  director  all  moved  on. 
David  Wolper,  the  talented  film 
producer,  bowed  out  the  very  day 
the  merger  was  announced. 

Then  came  the  blow.  Last  month 
the  merger  fell  through.  Why  it 
really  fell  through  is  a  matter  for 
conjecture.  Some  say  it  was  be- 
cause of  the  Nixon  Administra- 
tion's tough  merger  policy.  Others 
attributed  it  to  MM's  earnings 
collapse:  In  the  first  quarter  of 
1969  its  net  almost  vanished  and 
its  stock  dropped  from  54  to  26. 

Whatever  the  reasons,  Kluge 
wasn't  smiling  last  month.  But  he 
was  putting  the  best  possible  face 
on  the  situation.  "We've  got  our 
identity  back,"  he  said. 

What  about  the  departed  ex- 
ecutives? "We  let  them  use  the 
merger  as  an  excuse,  as  an  um- 
brella. Actually,  most  of  them  were 
fired."  So  saying,  he  went  to  work 
to  get  MM  off  the  beach  and  sail- 
ing again.  ■ 


Stock  Answers 

Fred  R.  Esty,  chairman  of  U.S. 
Banknote  Corp.  (the  largest  U.S. 
printer  of  stock  certificates ) ,  is  like 
a  buggywhip-maker  who  believed 
that  the  horseless  carriage  would 
not  dci"  away  with  a  whip.  Esty 
thinks  that  nothing  can  replace  the 
stock  certificate — at  least  not  until 
America  becomes  a  computerized, 
cashless  society,  which  he  thinks 
will  take  20  to  25  years. 

"You  need  something,"  Esty 
says,  "as  evidence  of  ownership, 
and  that  something  needs  to  be 
printed  in  a  way  that  can't  be 
counterfeited  easily.  And  many 
people  want  stock  certificates  to 
hold — women  particularly  want  to 
have  stock  certificates."  Which 
seems  to  overlook  the  success  of 
checkbooks  in  replacing  a  pocket- 
ful of  cash.  ■ 


Fred  R.  Esty 


54 


FORBES,  JULY  1,  1969 


Not  Giving  Up 

John  Bierwirth,  chairman  of 
National  Distillers  &  Chemical 
Corp.  could  write  a  textbook  about 
the  ups  and  downs  of  diversifica- 
tion. He  has  been  at  it  since  he 
was  brought  into  the  company  in 
1949  to  use  its  liquor  profits  to 
diversify. 

Bierwirth  has  taken  the  big  dis- 
tiller into  fields  far  removed  from 
liquor.  Last  year,  a  little  more  than 
4i),  of  the  company's  $958-million 
sales  came  from  non-liquor  opera- 
tions. But  profits  have  been  an- 
other matter.  Last  year  a  disastrous 
period  in  the  chemical  division 
caused  National  Distillers'  earnings 
to  tumble  21T  to  $33  million,  only 
$762,000  more  than  ten  years  ago. 

Certainly  his  path  hasn't  been 
all  smooth.  His  1956  move  into 
titanium  is  still  promising,  but  not 
very   profitable.    He   not   out  of  an 


John    E.    Bierwirth 


aluminum  venture  when  he  real- 
ized he  would  have  to  be  com- 
pletely integrated.  His  most  suc- 
cessful move  has  been  his  purchase 
of  Bridgeport  Brass.  Today,  it  is 
by  far  the  most  profitable  division. 

But  Bierwirth,  now  74,  is  by  no 
means  giving  up.  Earlier  this  year 
he  went  into  textiles,  landing  the 
company  in  one  of  the  most  vol- 
atile and  competitive  U.S.  indus- 
tries. 

Why  textiles?  Because  Bierwirth 
and  his  president,  Drummond  C. 
Bell,  think  that  they  are  on  to  a 
fast-growing  area  of  what  is,  after 
all,  one  of  the  most  basic  indus- 
tries. They  will  stress  knitted  and 
non-woven  products,  which  can  be 
made  largely  with  raw  materials 
from  the  chemical  division.  In  this, 
says  Bierwirth,  "We  intend  to  stay 
as  close  as  we  possibly  can  to  the 
consumer.  We  think  there  is  a 
great  future  there. "  ■ 


Taking  a  Shot 

In  the  last  14  months  George  A. 
Stinson,  president  of  big  ($1  1  -bil- 
lion sales)  National  Steel,  has  com- 
mitted $71  million  to  a  joint  ven- 
ture (with  Southwire  Aluminum) 
that  will  make  National  a  halt- 
owner  of  the  country's  fifth-largest 
aluminum  ingot  producer;  shelled 
out  treasury  stock  tor  four  alum- 
inum fabricators;  hired  away  one 
of  Reynold's  top  aluminum  sheet 
experts;  made  it  clear  that  he  is 
on  the  lookout  for  reserves  of  baux- 
ite (the  raw  material  for  alum- 
inum), a  sheet  mill  and  extrusion 
facilities. 

All  this  makes  Stinson  an  icon- 
oclast by  steel  industry  standards. 
In  a  decade  of  talk  about  becom- 
ing "basic  materials  companies," 
not  one  of  the  major  steel  com- 
panies has  launched  a  comparable 
attack  on  a  new  market.  But  Stin- 
son is  serious.  "For  a  new  business 
to  have  any  effect  on  National's 
earnings,"  he  says,  "it  has  to  grow 
to  a  significant  size." 

But  why  aluminum?  True,  major 
aluminum  companies  have  a 
slightly  higher  return  on  equity 
than  most  steel  companies.  But 
recently  a  flood  of  other  big  com- 
panies such  as  American  Metal 
Climax,  Noranda  Mines  and  Phelps 
Dodge  have  also  moved  into  alu- 
minum. The  aluminum  majors, 
themselves,     have    big    expansion 


plans  tor  the  Seventies.  Where  does 
all  this  leave  National  Steel? 

Stinson  thinks  it  leaves  National 
with  just  as  good  a  shot  at  a  glow- 
ing market  as  any  of  the  other 
newcomers.  "We're  not  foolish 
enough  to  think  we're  past  masters 
in  the  aluminum  industry,"  says 
Stinson  who  speaks  with  the  care 
of  the  corporate  lawyer  he  once 
was.   "But    aluminum    shows   everv 


George  A.  Stinson 


prospect  of  being  a  good  growth 
industry.  Who's  to  say  how  much 
room  there  is  left  in  the  business?" 

One  plus  for  National  is  that 
some  of  its  major  markets — partic- 
ularly autos  and  cans — use  both 
aluminum  and  steel.  So  National 
already  has  close  ties  with  some 
important  customers.  Stinson  hopes 
to  improve  on  that  by  aggressive 
marketing  of  aluminum.  "If  there's 
one  notch  of  aggressiveness  above 
what  we're  doing,"  he  says,  "we'll 
have  to  learn  it." 

Under  Stinson,  National  has 
achieved  one  of  the  best  records 
in  the  steel  industry .  But  Stinson 
has  no  intention  of  copy  catting 
National's  long-standing  success- 
ful steel  strategy.  There  it  con- 
centrated on  a  few  markets,  pro- 
ducing a  narrow  line  of  high-mark- 
up, flat-rolled  steel  products.  "In 
steel,"  says  Stinson,  "you  do  well 
by  concentrating  on  a  particular 
line  of  products.  In  aluminum  you 
make  a  wide  range  of  products." 

Stinson  knows  full  well  that 
aluminum  isn't  going  to  turn  Na- 
tional Steel  into  a  glamour  com- 
pany. It  will  probably  cut  into 
National's  profitability  in  the  next 
few  years.  And  there  is  no  certainty 
that  demand  for  aluminum  will 
increase  at  the  rate  Stinson  is 
counting  on.  But  if  it  does,  Na- 
tional Steel  will  be  in  a  position 
to  reap  the  rewards  of  diversifica- 
tion— while  others  make  excuses.  ■ 
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Faces  Behind  the  Figures 


New  Boy  on  the  Block 

One  thing  about  Bob  Anderson, 
he  doesn't  give  up  easily.  For  the 
second  time  in  his  career  he  seems 
on  the  verge  of  running  a  multi- 
billion-do  liar  corporation.  Two 
years  ago  Anderson,  then  46,  was 
a  leading  candidate  for  the  presi- 
dency of  Chrysler.  Now  big  North 
American  Rockwell  Corp.  (1968 
sales,  $2.6  billion)  is  eyeing  him 
as  a  possible  successor  to  chief 
executive  Lee  Atwood,  who  will 
be  65  next  year. 

At  Chrysler  Anderson  made  a 
name  for  himself  by  lifting  unit  sales 
of  the  Chrysler-Plymouth  division 
from  655,000  to  855,000  in  just  two 
years  and  by  launching  the  Ply- 
mouth Fury,  now  one  of  Chrysler's 
bread  and  butter  lines.  Passed  over 
for  the  presidency  in  1967,  he 
joined  North  American  Rockwell 
shortly  after,  just  16  months  follow- 
ing its  merger.  Recently,  he  was 
made  Atwood's  chief  assistant.  And 
what  will  be  Anderson's  main  as- 
signments? To  streamline  the  com- 
pany's organization  and  arrest  the 
slide  in  profitability  of  its  aero- 
space business. 

During  his  Detroit  days  Ander- 


Roberf  Anderson 


son  earned  quite  a  reputation  as  a 
"hard-bitten  veteran  of  efficiency 
and  cost  cutting,"  and  he  could 
well  start  out  by  doing  just  that. 
"I'm  the  new  boy  on  the  block," 
he  says,  "but  I  know  in  Detroit 
that  if  you  cut  $1  from  the  cost 
of  producing  one  car  that's  another 
million  bucks  added  to  profits  at 
the  end  of  the  year." 


Of  course,  the  aerospace  busi- 
ness is  very  different  indeed  from 
Detroit,  and  Anderson  may  well 
find  that  trimming  fat  from  North 
American  Rockwell  is  less  impor- 
tant than  streamlining  its  aero- 
space operation  to  improve  effici- 
ency. If  he  can  accomplish  both, 
then  he  should  be  a  cinch  for  the 
top  job.  ■ 


The  English  Challenge 

Whatever  historic  parallels  one 
may  care  to  make,  Joseph  M. 
Murphy  is  an  Irish  entrepreneur 
who  withstood  an  English  invasion 
and  then  took  refuge  in  the  capital 
might  of  an  American  firm. 
Murphy's  business  is  potato  chips. 
Now  the  potato  is  an  emotional 
thing  to  the  Irish;  in  their  history 
they  have  lived  by  it,  and  died  in 
great  numbers  when  it  failed. 
Dublin-born  Joe  Murphy's  T^yto 
Ltd.  pioneered  the  potato  chip  in 
Ireland  in  1955,  and  for  its 
troubles  got  competition  from  Eng- 
land in  1960.  Smith's  Crisps,  ruler 
of  the  English  market,  expanded 
into  Ireland  and  sold  its  chips  a 
penny-a-bag  cheaper  than  Tayto 
in  an  attempt  to  win  the  market. 
Murphy's  response:  "I  started  get- 
ting up  two  hours  earlier  in  the 
morning  and  I  increased  my  sales- 
men's commissions."  He  did  not 
cut  his  price.  Tayto's  driver-sales- 
men make  an  extremely  respect- 
able (by  Irish  standards)  sal  a  ) 
of  £2,000  ($4,800)  a  year  plus 
commissions — and    the   more   they 
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sell,  the  higher  their  commission 
rates  go.  With  this  push,  plus  some 
nationalistic  loyalty  to  the  home 
product,  Tayto  stood  off  Smith's 
which  sold  its  Irish  marketing  ven- 
ture in  1966  and  has  since  been 
acquired  by  General  Mills. 

But  as  Murphy  licked  the 
wounds  of  battle,  he  saw  the 
danger  that  another  invasion — 
perhaps  by  British  giant  Imperial 
Tobacco — might  succeed.  So  in 
late  1964  he  sold  75%  of  his  busi- 
ness (1968  sales:  $2  million)  to 
Beatrice  Foods  for  some  $750,000. 
Beatrice  promptly  put  over  $1  mil- 
lion in  a  modernized  Tayto  plant 
in  Dublin,  and  today  Tayto  sells 
50  million  four-penny  bags  of 
chips  a  year  in  a  country  of  4.5 
million  people. 

At  41,  Murphy  is  running  Tayto, 
diversifying  the  product  line  with 
other  Beatrice  snack  food  ideas, 
driving  a  white  Rolls  and  intend- 
ing to  retire  in  ten  years  when  his 
remaining  25%  of  Tayto  will  be 
worth,  he  reckons,  $1.2  million. 
"I  don't  want  to  work  the  rest  of 
my  life,"  says  the  potato  chip 
champion.  ■ 
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Takeshi    Sugisaki 


End   Run? 

"First  you  find  a  hole  in  the  U.S. 
market,  then  you  go  into  it."  So 
vi\  s  rotund  Takeshi  Sugisaki, 
55,  who  came  to  New  York  in  Feb- 
ruary to  become  the  new  president 
of  Toshiba  America  Inc.,  U.S.  mar- 
keting   subsidiary    of    Japan's    big 


Tokyo  Shibaura  Electric  Co.,  Ltd. 
(1968  sales  $1.4  billion,  earnings 
$43.5  million). 

Sugisaki  was  looking  for  a  hole 
partly  because  of  U.S.  manufactur- 
ers' complaints  that  Japanese  TV- 
set-makers,  including  Toshiba, 
we-re  dumping  in  the  U.S.  market. 
To   offset   a   possible   U.S.    clamp- 


down  on  imports  of  Japanese  TV 
sets,  Sugisaki  is  aiming  at  getting 
into  something  where  he  doesn't 
compete  head-on  with  U.S.  firms. 

U.S.  appliance  makers — behav- 
ing a  bit  like  Detroit  automakers — 
have  largely  ignored  the  market 
for  small-sized  appliances.  To- 
shiba— behaving  a  bit  like  Volks- 
wagen— decided  to  market  com- 
pact, automatic  washer-dryers  for 
under  $200  to  fill,  or  create,  a  need 
among  dwellers  in  apartment 
houses,  boats,  etc.  That  a  potential 
market  was  there  was  suggested 
by  the  successful  though  limited 
distribution  of  higher-priced  similar 
machines  by  several  U.S.  makers 
in  the  last  year  or  two. 

What  makes  Sugisaki  think  he 
can  succeed  in  the  rough-and- 
tumble  appliance  business?  For 
one  thing,  his  past  habit  of  success. 
"In  Japan  I  was  general  manager 
of  our  motor  division,"  says 
he  in  heavily  accented  English.  "I 
promoted  sales  and  earnings  300% 
in  three  and  a  half  years.  I  think 
our  president,  Mr.  Doko,  is  using 
me  now  to  sell  goods  in  the  U.S. 
market.  Am  I  in  trouble?" 

Hardly,  Mr.  Sugisaki.  But  if  you 
succeed,  some  U.S.  appliance  men 
are  going  to  be.  ■ 


Comrade  in  Arms 

WHEN  Donaldson,  Lufkin  &  Jen- 
rette  made  its  much  publicized 
M.i\  announcement  that  it  planned 
to  go  public,  it  was  significant  that 
First  Boston  Corp.  was  the  under- 
writer. For  the  last  few  years 
First  Boston,  the  country's  larg- 
est underwriter  and  a  leading 
trader  in  government  securities, 
had  grown  increasing})  unhappy 
with  the  New  York  Stock  Ex- 
change rule  forbidding  publicly 
held  firms  to  hold  seats  on  the 
Exchange.  The  rule  has  kept  First 
Boston  from  owning  a  Big  Board 
seat  because  First  Boston  already 
is  publicly  held.  Last  fall,  invited 
to  testify  before  the  SEC  on  com- 
mission rates,  First  Boston  Chair- 
man Emil  J.  Pattberg  charged  that 
keeping  publicly  held  firms  off  the 
Exchange  is  "discriminatory"  and 
"may  well  involve  a  violation  of 
antitrust  laws." 

If  DLJ  goes  public  and  suc- 
ceeds in  retaining  its  NYSE  seat, 
that  would  open  the  way  for  First 


Boston  to  join  the  Exchange.  It 
would  no  longer  be  forced  to  route 
many  of  its  listed  securities  trans- 
actions through  member  firms. 
That  practice,  Pattberg  told  the 
SEC,  has  cost  First  Boston  "mil- 
lions of  dollars  in  New  York  Stock 
Exchange  commissions." 


On  the  other  hand,  if  DLJ  is 
thrown  off  the  Exchange  it  will 
constitute  a  formidable  addition  to 
the  growing  "third  market."  In- 
deed, with  big  firms  like  First  Bos- 
ton and  DLJ  blackballed,  mem- 
bership in  the  club  might  not  look 
so  alluring.  ■ 


Emil   J.    Pattberg   Jr. 
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Bull,  bear,  or  mixed 
big  blocks  of  stock 


DJIA 

MAR18-APR5 

920. 

Bull:  On  3/21/68  we  sold 
177,600  shares  of  A&P  as 
an  exchange  distribution 

370 

after  working  on  it  for 

2  hours  and  7  minutes. 

820. 

DJIA 

JUL1VAUG2 

920  , 

Bear:  On  7/16/68  we  sold 

81 ,010  shares  of  American 
Home  Products  as  an 

870  , 

exchange  distribution 
after  working  on  it  for 
4  hours  and  17  minutes. 

820, 

DJIA 

MAY  30  J 

920. 

A\ 

Mixed:  On  6/6/68  we 
sold  21 8,700  shares  of 
Sunbeam  Corp.  as  an 

870 

exchanae  distribution 

after  working  on  it  for 
14  hours  aid  44  minutes. 

820. 

When  the  market  looks  sunny, 
a  fund  manager  can  find 
plenty  of  brokers  eager  to  sell  his 
big  block  of  stock. 

But  let  a  cloud  appear,  and  the 
picture  changes.  That's  where 
Merrill  Lynch  has  something  to 
offer.  We're  always  there,  always 
ready  to  talk  business. 

Why?  Because  we  have  certain 
built-in  advantages  that  help  us 
retail  big  blocks  of  stock  in  all 
kinds  of  markets. 

Customer  confidence 

When  we  call  our  customers  with 
an  offer,  they're  usually  ready  to 
listen.  Reason:  They  know  we 
never  handle  a  block  unless  our 
Research  Department  thinks  it's 
a  good  buy  for  one  or  more  invest- 
ment objectives. 

Another  advantage  is  our  huge 
number  of  customers:  over 
1,500,000  individual  and  3,000  in- 
stitutional. That's  more  people 
than  the  total  population  of  Cin- 
cinnati, Ohio. 

To  give  you  some  idea  of  their 
buying  power,  we  hold  over  $17 
billion  worth  of  customer  securi- 
ties in  street  name.  (U.S.  gold  re- 
serves at  the  end  of  1968  were 
only  $10.4  billion.) 

It's  because  of  this  huge  buy- 
ing power  that  we  were  able  to 
sell  — in  a  single  offering— over 
$1 00  million  worth  of  stock  entirely 


to  our  own  customers. 

How  some  sellers  save  up  to  50% 

In  the  period  since  1965,  we've 
sold  more  shares  as  exchange 
distributions  than  all  other  brok- 
ers combined. 

That's  important  because  ex- 
change distributions  give  you  a 
chance  to  save  money.  According 
to  New  York  Stock  Exchange 
averages,  they  usually  cost  only 
about  half  as  much  as  second- 
aries. 

And  since  our  customers  offer 
such  a  large  potential  market,  we 
can  often  sell  shares  as  exchange 
distributions— when  some  other 
brokers  would  automatically  sell 
them  as  secondaries. 

The  Merrill  Lynch  Express: 
how  we  may  save  you  time 

As  soon  as  our  Research  Depart- 
ment gives  us  the  green  light, 
things  happen  fast. 

Wires  flash  to  each  of  our  179 
offices.  Our  3,500  Account  Execu- 
tives can  start  calling  customers 
immediately. 

They  know  which  ones  have  the 
right  investment  objectives  for  the 
offer.  And  our  customers  know 
that  Research  thinks  it's  a  good 
buy  for  them. 

This  climate  of  confidence- 
coupled  with  our  network  of  men 
and  machines— enables  us  to 
move  stock  fast.  Examples: 
•  On  September  1 3, 1 968,  we  sold 


/lerrill  Lynch  can  retail 
i  all  kinds  of  markets. 


5,780  shares  of  Ex-Cell-0  Corp. 
s  an  unregistered  secondary 
fter  working  on  it  for  2  hours  and 
0  minutes. 

On  July  19, 1968,  we  sold  59,500 
hares  of  R.  H.  Macy  &  Co.  as  an 
xchange  distribution  after  work- 
ig  on  it  for 3  hours  and  44  minutes. 

Another  reason  we  can  move 
tock  fast:  Our  customers  save 
loney.  Sellers  pay  all  costs  when 
tock  is  sold  3s  an  exchange  dis- 
ibution  or  secondary  offering. 

all  us  anytime 

/e'll  be  glad  to  hear  from  you  no 
latter  what  the  market's  doing. 

Because  in  any 
ind  of  market 
e  still  have  over 
,500,000  poten- 
al  customers, 
i/e  still  have  our 
,500  Account 
xecutives.  We 
till  have  our 
79  offices  and 
40,000  miles  of 
rivate  wire.  And  we  still  have  our 
ustomers'  confidence. 

The  next  time  you  want  to  move 
tock  fast  — in  any  kind  of  market 
-call  our  Retail  Department  Man- 
ger, Lynn  Murdock,  at  (212) 
VH  4-1212.  He's  not  just  a  fair- 
/eather  friend. 


Lynn  Murdock: 
loul-wealher  triend 


:. 


MERRILL  LYNCH, 

PIERCE, 

FENNER  &  SMITH 


Merrill  Lynch's  1968  Exchange  Distributions  and  Unregistered  Secondaries. 

Entirely  through  our  own  organization,  we  sold  2,632,140  shares 

in  exchange  distributions  and   unregistered  secondaries  last  year. 

(We  also  sold  7,437,923  shares  in  registered  secondary  offerings.) 


Exchange  Distributions 


SECURITY 

Genesco,  Inc. 
Brown-Forman 

Distillers,  Class  B 
Valve  Corp.  of 

America 
Talon,  Inc. 
Diamond  Shamrock 
J.  Ray  McDermott 
Pittslon  Company 
Diamond  Shamrock 
Associated  Products 
Houghton  Mifflin 
Lanvin-Charles 

of  the  Ritz 


SHARES      TRANS 
RETAILED    ACTIONS 


47,000 

37,000 

60,000 
62,100 

163,124 

67,500 

9,825 

118,100 
24.000 
22.500 


409 
249 

499 

121 

1,343 

36 

65 

867 

146 

168 


52,000        179 


SECURITY 

Great  Atlantic  & 

Pacific  Tea  Co. 
Libbey-Owens- 

Ford  Co. 
Foote,  Cone  &  Belding 
Sunbeam  Corp. 
Edison  Bros.  Stores 
Howmet  Corp. 
American  Home 

Products 
R.  H.  Macy  &  Co. 
Vanity  Fair  Mills,  Inc. 
Interstate  Dept. 

Stores 


SHARES  TRANS- 
RETAILED  ACTIONS 

177,600  1.489 

40,000  484 

20,000  69 

218,700  1,191 

8,521  98 

186,700  715 

81,010  223 

59,500  279 

10.700  76 

74,619  460 


Unregistered  Secondaries 


INC 


70    PINE    STREET.    NEW    YORK.    N     V     10005 


SECURITY 

Standard  Oil  of  Ohio 
Purex  Corp. 

ota  Mining  &Mfg 
Phillips  Petroleum 
CNA  Financial  Corp. 

$1.10  Cum.  cv.  Pfd. 
First  Natl  Bank  of 

St.  Louis 
Federated  Department 

Stores 
Radio  Corp.  of  America 
Mesabi  Trust  Co. 
General  Precision 

Equipment 
Norfolk  &  Western 
Northwest  Airlines 
Hoover  Ball  &  Bearing 


SHARES       TRANS- 
RETAILED    ACTIONS 


43,025 
94,000 
14.361 
10,022 

135.661 

3500 


493 

373 

196 

86 

640 

28 


12,500 

80 

50,005 

1,284 

81,185 

219 

65.993 

230 

15.267 

274 

15.049 

144 

25,137 

174 

SECURITY 

J.  P.  Stevens 
International  Nickel 
Walter  Kidde 
Northern  Illinois  Gas 
Connecticut  Gen'l 

Ins.  Corp. 
Kaiser  Ind. 
Upjohn  Co. 
Indianapolis 

Power  &  Lt. 
Ex-Cell-0  Corp. 
Interco 

Missouri  Public  Service 
Talley  Ind. 
Cluett.  Peabody  & 

Co.,  Inc. 
IBM 


SHARES      TRANS- 
RETAILED    ACTIONS 


17.000 
11.000 
30,100 
40,437 

9.000 
20.255 
23,051 

20,081 
65,780 
77,915 
14,844 
15,100 

31,000 
50,373 


129 

166 
261 
250 

40 

66 

177 

122 

467 

667 

95 

65 

231 
722 


is  now  the 
middle  of 

where  it  s 
happening 


Everybody's  heard  about  the  cow- 
boys and  Indians  of  the  Old  West. 
And  Treasure  Chest  Land  was  right 
in  the  middle.  "The  middle  of  no- 
where" according  to  an  Eastern 
journalist. 

Times  change.  The  West  is  big 
country,  no  doubt  about  it.  But 
there's  room  to  grow  .  .  .  and  the 
West  is  growing  30%  faster  than  the 
rest  of  the  nation  in  both  popula- 
tion and  industry. 

Treasure  Chest  Land  is  the  geo- 
graphic center  of  this  vast  area  .  . . 
the  crossroads  of  the  West.  Distri- 
bution to  Los  Angeles,  San  Francisco, 
Seattle,  Portland  and  Denver,  via 
truck  or  air,  reaches  its  destination 
in  less  than  30  hours.  By  rail,  even 
Seattle  can  be  reached  in  60  hours. 

If  you  want  to  serve  the  West, 
start  in  the  "middle  of"  where  the 
action  is  .  .  .  Treasure  Chest  Land. 
For  more  information,  Write: 

Wayne  F.  Mulcock 
Director,  Area  Development 
P.O.  Box  899,  Depl.  F5 
Utah  Power  &  Light  Co. 
Salt  Lake  City,  Utah  84110 


(Continued  from  page  23) 

with   sheer  determination.    Otherwise 
the  pitfalls  will  put  you  off. 

"This  is  why  big  companies  have 
to  go  out  and  acquire  smaller  ones. 
There  is  a  quality  in  starting  a  busi- 
ness that  only  an  entrepreneur  can 
provide.  My  accolades-  to  Reynolds 
for  what  they've  done  since  they  took 
over  Chun  King.  But  no  big  com- 
pany can  do  as  good  a  job  as  the  in- 
dividual entrepreneur." 

Expensive  Is  Cheap 

Another  trait  these  brilliantly  suc- 
cessful entrepreneurs  share  is  a  belief 
in  the  importance  of  supplementing 
their  own  talents  with  those  of  others. 
They  know  their  limitations.  Self-con- 
fident though  they  are,  they  don't  re- 
gard themselves  as  gods.  "The  most 
important  thing  in  busin-^."  «avs  Nei- 
son  Harris,  "is  having  people  work 
with  you,  not  for  you."  Even  Lear, 
who  has  a  reputation  for  being  a 
lone  wolf,  emphasizes  people.  "The 
greatest  mistake  I  ever  made  was  hir- 
ing the  second-best  man  for  the  job. 
You  pay  a  terrible  penalty  for  that. 
No  matter  what  it  costs,  it's  cheaper 
than  hiring  the  second-best  man.' 

"The  most  important  thing  in  any 
business,"  says  Max  Geffen,  "is  at- 
taching the  right  people  to  you.  The 
people  below  you.  The  people  next 
to  you.  And  the  people  above  you." 

Sherman  Fairchild  waxes  eloquent 
on  the  subject  of  getting  the  best 
people.  Fairchild  says  that  as  an 
entrepreneur  he  gets  as  much  kick 
out  of  devising  new  organizational 
tools  as  out  of  inventing  such  things 
as  the  aerial  camera.  New  ways  to  get 
and  keep  top-notch  people,  for  ex- 
ample. 

"One  thing  I  try  to  do  is  regard 
my  executives  as  partners.  My  father 
used  to  tell  me,  'Son,  don't  worry 
about  how  much  money  you're  going 
to  make.  Get  the  right  guy  in  and 
make  him  a  lot  of  money  and  that's 
all  you'll  need.'  I've  always  followed 
that  advice." 

In  getting  Dr.  C.  Lester  Hogan  to 
leave  Motorola  and  come  to  Fairchild 
(Fobbes,  Dec.  ],  1968),  Fairchild 
found  a  new  way  to  follow  his  father's 
advice.  He  lent  Hogan  $5  million,  in- 
terest free,  to  buy  Fairchild  stock. 
"This  was  a  very  new  thing,"  Fair- 
child  says,  "but  a  very  logical  thing. 
I  didn't  get  him  on  the  basis  of 
'Look  I'm  going  to  pay  you  more 
money.'  1  talked  with  him,  found 
out  what  he  wanted  in  life.  I  put  my- 
sell  in  his  place.  I  asked  what  would 
attract  him.  That's  when  I  came  up 
with  the  restricted  options  and  the 
interest-free  loan." 

Fairchild  has  thought  a  good  deal 


about  the  characteristics  he  wants  in 
his  executives.  "I  look  for  the  ability 
to  study  a  situation  and  not  be 
blinded  by  a  lot  of  past  statistics  that 
say  it  can't  be  done.  Sure  it's  going  to 
be  tough.  If  it  wasn't,  some  dope 
would  have  done  it  already.  The  man 
I  want  thinks  the  thing  through.  He 
thinks  what  are  the  factors  that  have 
to  be  put  together.  You  can't  decide 
this  on  an  accountant's  report.  There 
are  too  many  factors  that  just  don't 
show  up  in  the  figures. 

""What  I  want  is  to  surround  myself 
with  entrepreneurs.  A  foreman  in  a 
shop  can  be  an  entrepreneur.  If  he 
takes  existing  things  and  puts  them 
together  in  a  new  way.  That  guy 
usually  ends  up  being  head  of  the 
company." 

"Bah!" 

Perhaps  it's  the  generation  gap, 
but  many  of  the  entrepreneurs 
Forbes  interviewed  professed  scorn 
for  today's  younger  conglomerators. 
Eduard  Baruch  says:  "I  wouldn't  give 
you  a  dime  for  some  of  these  hotshot 
boys  who  are  forming  conglomerates. 
They're  financial  manipulators,  pure 
and  simple."  Sherman  Fairchild  criti- 
cizes a  good  deal  of  today's  acquisition- 
mindedness.  "Too  many  of  these  peo- 
ple are  just  not  entrepreneurial.  They 
pay  through  the  nose  for  acquisitions 
instead  of  trying  to  put  small  things 
together  into  bigger,  better  things." 
Max  Ries  says:  "They  give  people 
watered  stock.  It's  a  swindle.  Bah!" 

However,  at  least  two  of  these  men 
singled  out  Dan  Lufkin,  chairman  of 
Wall  Street's  Donaldson,  Lufkin  & 
Jenrette,  as  being  a  true  entrepreneur 
of  the  younger  school.  They  admire  his 
refusal  to  allow  New  .York  Stock 
Exchange  rules  to  prevent  his  firm 
from  going  public.  Max  Geffen  calls 
him  "the  most  brilliant  young  man  I 
know  today."  Eduard  Baruch  also 
singled  out  Lufkin,  saying:  "He  sees 
opportunities  and  he  moves  ahead." 

Sherman  Fairchild,  perhaps  be- 
cause he  runs  bigger  companies  than 
the  others,  disagrees  with  the  general 
idea  that  big  companies  always 
smother  the  entrepreneurial  spirit. 
"They  don't  at  IBM,"  he  says.  "They 
don't  buy  things  outside.  They  start 
them  themselves.  They're  their  own 
entrepreneurs.  They  avoid  the  costly 
business  of  having  to  buy  a  going 
organization  and  product  acceptance." 

Max  Ries  has  some  advice  for  ex- 
ecutives who  work  for  big  companies 
and  want  to  preserve  their  entrepre- 
neurial spirit:  "Be  true  to  yourself. 
Do  not  crawl  to  the  president  or  kiss 
the  chairman's  shoes.  Do  whatever 
you  think  you  should  do  and  if  they 
won't  let  you,  then  leave.  That's  the 
only  way."  ■ 


60 


FORBES,  JULY  1,  1969 


FORBES  Announces  A  New 
Circulation  Rate  Base  Of 


for  January  1,  1970 
(at  no  increase  in  cost  per  thousand) 


Up  75,000  from  twelve  months  ago. 

Up  125,000  from  twenty-four  months  ago. 

Up  1 75,000  in  three  years. 

The  demand  for  FORBES  by  management  men  continues  to  grow  at 
a  remarkable  rate. 

FORBES  is  already  up  25%  in  advertising  pages  for  the  first  half  of 
1969  over  the  same  period  in  1968.  Our  May  15,  1969  Directory  Issue 
was  the  highest  in  revenue  in  our  52-year  history. 

And  so  it  continues.  Because  625,000  quality  FORBES  subscribers 
don't  just  own  American  business. 

They  run  it. 


Forbes:  capitalist  tool 


The  Money  Men 


T.  Rowe  Price 


An  Old 

Curmudgeon's 
New  Era 


T.  Rowe  Price,  the  71-year-old 
Baltimore  money  man  whose  firm 
manages  some  $2.3  billion,  sees 
dire  things  ^head  for  the  U.S. 
economy.  "I'm  scared  to  death,"  he 
says.  "Have  been  for  a  year."  So 
why  is  Price  starting  a  new  mutual 
fund  just  at  this  time,  the  Rowe 
Price  New  Era  Fund,  Inc.?  And 
why  call  it  "New  Era,"  that  phrase 
direly  reminiscent  of  the  bad  old 
days  of  1929? 

A  couple  of  FoRBES-men  jour- 
neyed to  Baltimore  to  ask  him. 
Wearing  the  habitual  rose  in  his 
lapel,  the  veteran  money  man  re- 
ceived us  in  his  office  high  up  in 
the  Mies  van  der  Rohe-designed 
Charles  Center.  Price  got  right 
down  to  business. 

"We  wanted  to  call  it  the  In- 
flation Fund,  but  the  Securities 
&  Exchange  Commission  objected. 
So  we  settled  for  New  Era.  To  ex- 
plain why  we  chose  this  name  and 
why  we're  starting  it  now,  I'll  have 


to  bore  you  with  some  history." 

We  assured  him  he  wasn't  bor- 
ing us.  It's  never  boring  listening 
to  a  man  who  has  the  kind  of  rec- 
ord Price  has.  His  T.  Rowe  Price 
Growth  Stock  Fund,  assets  over 
$500  million,  is  the  biggest  no-load 
fund  in  the  U.S.;  it  got  that  way 
without  salesmen  because  its  rec- 
ord has  been  so  good.  And  his 
Rowe  Price  New  Horizons  Fund, 
also  no-load,  virtually  started  the 
fund  trend  toward  investing  in 
small  growing  companies;  it  went 
so  well  that  his  company  chose  to 
stop  selling  shares  when  the  fund 
hit  $110  million  in  assets.  Besides 
this,  T.  Rowe  Price  &  Associates 
manage  over  $1.5  billion  in  invest- 
ment counsel  accounts. 

So,  back  to  T.  Rowe  Price  and 
the  background  for  his  new  mutual 
fund:  "It's  simply  a  natural  evolu- 
tion, the  latest  step  in  my  long- 
term  investment  philosophy.  Back 
in  the  Thirties  when  Franklin  D. 
Roosevelt  took  us  off  the  gold 
standard  I  was  convinced  that  we 
were  in  for  a  period  of  unending 
inflation  with  a  few  interruptions. 
Now  think  of  the  ocean  which  has 
tides  that  change  and  currents  that 
don't.   This   has   been   the  current 


inflation,  and  the  approach  has 
varied  with  the  tides."  Price  con- 
stantly refers  to  nature  and  the 
survival  of  the  fittest. 

Obviously,  this  is  not  a  partic- 
ularly original  observation.  In  fact, 
quite  conventional.  In  the  Thirties, 
a  vast  portion  of  the  population 
was  saying  the  same  thing  and 
damning  "that  man  in  the  White 
House."  Where  Price  has  been 
unique  all  along  his  career  is  that 
he  converted  these  conventional 
observations  into  something  new. 
He  discovered  growth  stocks  while 
most  conventional  investment  ad- 
visers were  moaning  about  inflation 
but  touting  government  bonds. 

In  his  own  words:  "I  figured 
that  if  we  bought  stocks  whose 
earnings  were  growing  faster  than 
the  economy  I  could  protect  myself 
and  my  clients  against  inflation. 
The  old  idea  of  investing  for  the 
cyclical  swings  wouldn't  do  that." 

He  explained  that  his  idea  of 
growth  stocks  in  those  days  were 
stocks  like  du  Pont,  Dow  Chemical, 
Monsanto,  and  later,  Texas  Instru- 
ments. Not  too  many  investment 
men  thought  in  "growth"  terms 
back  in  the  mid-Thirties  when 
Price  started  in  the  business.  But 
then  Price  wasn't  an  ordinary  in- 
vestment man.  A  graduate  of 
Swarthmore  College,  he  had  been 
a  research  chemist  at  du  Pont  until 
he  went  into  the  investment  busi- 
ness. Technology  came  naturally  to 
him  at  a  time  when  most  money 
men  thought  in  terms  of  heavy  in- 
dustry and  business  cycles. 

Lost   Horizons 

"In  1959,  however,  the  growth 
stocks  got  ridiculously  high.  So 
I  decided  the  thing  then  was  to 
go  into  little  companies  that  would 
become  growth  stocks,  little  com- 
panies in  the  early  stages  of 
growth.  So  we  started  the  New 
Horizons  Fund.  Naturally,  we  got 
caught  in  the  1962  crash  and  we 
looked  like  a  joke.  My  colleagues 
started  calling  it  the  Lost  Hor- 
izons Fund  and  the  Blue  Horizons 
Fund.  But  we  didn't  quit.  And 
now  everybody  is  in  the  act. 

"Now  in  the  last  two  years  has 
come  the  next  phase  in  the  evolu- 
tion of  my  investment  philosophy. 
I  kept  thinking  that  we're  coming 
to  the  end  of  an  era  in  the  world. 
The  end  of  a  great  boom.  The 
signs  are  all  around.  The  capitalist 
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nations  have  outgrown  the  inter- 
national monetary  structure  and 
don't  know  what  to  do  about  it; 
hence  the  gold  crises.  Hence  the 
accelerating  inflation. 

"So  I  began  to  think  about  in- 
vestment policy  to  meet  th*. 
changed  situation.  I  decided  that 
in  the  new  era  earnings  growth 
would  be  incidental.  There  would 
be  a  flight  from  the  dollar,  and  I 
don't  mean  slow  inflation. 

"I  mean  panic." 

Price  admits  there's  no  sure  pro- 
tection against  tliis  kind  ol  situa- 
tion, but  of  one  thing  he's  certain: 
"1  don't  want  to  own  dollars  or 
boni  i 

Enter  the  New  Era  Fund.  It 
won't  feature  the  technology  stocks 
that  have  usually  been  a  Rowe 
Price  trademark.  "Past  and  current 


earnings  growth  aren't  going  to  be 
the  most  important  factor  in  a 
panic  situation,"  he  says.  "Assets 
are.  Assets  in  the  ground.  Assets 
that  will  increase  in  value  as  the 
dollar  depreciates  and  as  the  pop- 
ulation swells. 

"1  am  trying  to  convince  my 
young  men  here  that  there's 
another  way  to  look  at  investments 
than  through  earnings  growth. 
They  have  to  learn  to  predict 
trends  in  value.  They  have  to 
understand  that  in  runaway  in- 
flation, investors  uill  pay  more  for 
assets  even  it  those  assets  are  not 
producing  current  earnings." 

The  new  fund  will  include  a 
lew  technology  companies  with 
a  strong  consumer  franchise,  but 
the  bulk  will  be  in  gold  stocks, 
silver  stocks,  uranium,  copper  and 
especially  stocks  backed  by  large 
amounts  of  undeveloped  land,  like 
the  forest   products  companies. 

Ih  stopped  for  a  moment  and 
said  to  his  guests:  "Do  you  own 
any  real  estate?  If  you  don't  you 
should." 

Just  before  leaving  to  catch  the 
train  back  to  New  York,  we  were 
getting  read)  to  ask  Price  a  ques- 
tion. It  was:  Isn't  this  a  strange 
way  to  launch  a  new  mutual  fund? 
Hv  selling  people  half  to  death, 
hv  conjuring  up  a  snorting  dragon? 
Hut  then  we  realized  we  knew 
the  answer  even  before  we  asked 
the  question. 

It  was  that  at  T.  Howe  Price  the 
salesman  had  always  worked  hand 
in  glove  with  T.  Rowe  Price  the 
investment  manager.  He  couldn't 
persuade  people  to  let  him  slay 
investment  dragons  for  them  until 
he  had  convinced  them  that  the 
dragon  was  real.  So  the  first  step 
is  to  dramatize  the  threat;  the 
second  is  to  convince  people  he 
knows  how  to  meet  it.  In  the 
Thirties  Forties  and  Fifties:  In- 
flation is  threatening  us;  I'll  pro- 
led  you  from  it  with  growth 
stocks.  Then  in  the  Sixties:  Estab- 
lished growth  stocks  are  too  expen- 
sive; I'll  protect  you  with  emerg- 
ing growth  stocks.  And  now?  The 
economic  situation  is  getting  out 
ol  control;  I'll  protect  you  by  put- 
ting your  money  into  solid  assets, 
re's  no  question  but  that  T. 
Rowe  Price  is  a  good  salesman. 
But  he  may  be  something  beyond 
that  Alter  all,  he's  so  often  been 
right  in  the  past.  ■ 


Be 

fully 

invested 


, . .  but  keep 
some  cosh! 


The  market  will  reach  1150 
by  year  end  .  .  .  either  this 
year  or  next  year.  Of  course, 
that  is  just  a  guess. 

On  the  other  hand,  if  the 
market  doesn't  go  up  —  it  will 
go  down  —  that's  not  a  guess  — 
that's  experience. 

Hut  to  play  safe— keep  some 
cash  —  quick  cash.  A  "Money 
Cushion"  savings  account  at 
Fidelity  Federal  gives  you 
"Double  Safety"  and  earns  the 
highest  interest  rate  permitted 
by  Federal  regulation.  Interest 
is  compounded  daily  and  paid 
from  date  in  to  date  out.  Your 
account  enjoys  privacy  and 
quick  availability. 

Write  for  information  —  we 
have  accounts  from  every 
state  in  the  nation.  We  are  as 
close  as  your  mailbox. 


One  of 
America's  Largest 
"^    .  .  .  and  Strongest 


REST.  1937 
or  LIT Y 

^etfaiajt  SAVINGS 

AND  LOAN  ASSOCIATION 
Box   1631-22   •   Glendale,   Calif.   91209 


l2  Please  send  Account  information 
and   Financial   Statement. 


NAMF 
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CITY 

STATF                     7" 

PLEASE  PRINT 
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If  you  want  to  make  money 
in  drug  stocks, 

can  anybody 

write  the  prescription 

better  than  Bache? 


Drug  stocks  can  often  bring  relief  to  a  sluggish 
investment  program.  But  you  need  a  carefully 
prepared  formula  after  careful  diagnosis. 

Our  Research  Department  ( 102 
people  strong)  includes  specialists  who 
follow  the  drug  industry  closely,  and 
who  know  what  the  producers  of  all 
those  pills,  capsules,  salves  and 
sprays  are  up  to.  And  they  can  tell 
you  which  companies  look  best  to 
them  in  terms  of  progress  and  profits. 

If  Bache  feels  there's  something 
better  suited  to  your 
goals,  we'll  tell  you  to 
forget  drug  stocks  and 
put  your  money  where  it  may  do 
you  more  good.  Another  stock,  mutual  funds, 
corporate  bonds  or  municipals.  You  see,  we're  involved— 
deeply— in  all  areas  of  investing.  And  we  have  no  axe  to  grind. 

We  feel  that  investing  is  a  personal  matter.  And  investments  should  fit 
individual  goals.  After  all,  it's  your  money.  Our  job  is  to  help  you  make  more. 

We  don't  think  anyone  does  the  job  better. 

Bache  offers  no  cure-alls.  But  we  do  offer  to  talk  common  sense 
about  your  investments.  For  the  address  and  telephone  number 
of  our  office  nearest  vou,  simply  call  800-243-1890  at  no  charge. 
(In  Connecticut,  call  853-3600  collect.) 

Bache  &  Co. 

Incorporated 

Members:  All  I  eading  Exchanges  •  Founded  1879 

36  Wail  Stri  et,  New  York,  N.Y.  10005 
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ptetiminaty 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
{Dept.  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ot 


Commerce  private  nontarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  COepf .  "of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


APR 129.3 

MAY    130.1 

JUNE  131.1 

JULY    132.3 

AUG 133.4 

SEPT 134.0 

OCT 135.5 

NOV 136.0 

DEC 136.8 

JAN 136.8 

FEB 137.4 

MAR 137.2 

APR 136.3 

MAY(preL)  .136.0 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


Is  Deflation  The  Answer? 


Tut  a<  udemh   economists  who  have 

invaded  Washington  in  late  years 
have,  perhaps  unconsciously,  en- 
couraged the  public  and  man) 
responsible  elected  officials  to  believe 
that  the  rate  ot  inflation  can  be  con- 
trolled much  as  one  can  regulate  the 
How  of  water  from  a  fine-tuned 
faucet.  You  can  have  more  of  it.  or 
less  of  it,  or  none  of  it.  at  will. 

We  are  beginning  to  discover  that 
we  have  a  faucet,  but  that  it  is  not 
fine-tuned.  As  in  all  economic  phe- 
nomena, allowances  must  be  made 
for  human  behavior,  and  this  elusive 
variant  is  difficult  to  build  into  the 
regulative  apparatus.  The  increase  in 
the  supply  of  money  has  been  re- 
versed, and  money  has  been  made 
expensive  to  borrow  and  very  difficult 
to  obtain,  but  the  public  is  spending 
more  and  saving  less  because  every- 
one is  convinced  that  everything  will 
cost  more  if  purchases  are  postponed. 
Thus  far  tight  money  has  not  stopped 
prices  from  going  up;  and  the  jaw- 
bone treatment,  aimed  at  taming  the 
economy,  has  had  the  opposite  effect 
because  it  has  made  people  even 
more  inflation-conscious. 

Mr.  Hooper  is  associated  with  the  New  York 
Stock   Exchange  firm  of   W.   E.   Hutton    &   Co. 


The  next  development  could  easily 
be  an  insistent  demand  for  wage, 
salary  and  price  controls.  There  are 
rumblings  of  this  already,  even  in 
conservative  business  quarters.  This 
generation  did  not  experience  the 
controls  of  World  War  I  and  World 
War  II.  It  knows  nothing  about  how 
delicate  balances  can  be  upset,  or 
even  how  those  controls  were  avoided 
and  violated,  even  in  the  atmosphere 
of  patriotism  in  a  popular  war.  We 
probably  will  not  have  controls,  ex- 
cept possibly  on  an  experimental  and 
selective  basis.  But  right  now  it  is 
evident  that  we  are  headed  toward 
bitter  debate  regarding  them. 

frightening    Alternative 

\\  hat  too  few  people  have  thought 
about  is  the  alternative  to  inflation. 
Inflation  can't  be  stopped  short  in  its 
tracks  and  made  to  stand  still  as  price 
stability.  If  we  put  the  brakes  on 
hard  enough  to  stop  it,  we  will  have 
deflation — and  deflation,  once  started, 
is  as  hard  to  stop  as  inflation.  Re- 
member what  happened  in  1930-35? 
.  We  were  then  trying  to  stop  deflation. 
During  the  past  30  years  we  have 
learned  to  do  all  kinds  of  things  by 
incurring    debt.    We    have    incurred 


debt  to  fight  wars,  to  develop  cities, 
to  build  roads,  to  construct  sewer 
systems,  to  establish  new  schools,  to 
buy  homes,  to  buy  all  kinds  of  new 
conveniences  and  luxuries,  and  even 
to  fly  now  and  pay  later.  Those  debts 
have  not  been  a  burden  because  we 
have  been  paying  them  off  in  dollars 
that  always  cost  fewer  days  of  labor 
or  services.  There  has  never  been  a 
time  when  there  have  been  such  large 
debts,  or  so  few  defaults,  because 
debts  have  been  paid  off  in  dollars 
of  less   value  than  those  borrowed. 

Just  what  would  happen,  let  me 
ask,  if  suddenly  every  debtor  was 
faced  with  the  problem  of  paying  off 
debts  in  dollars  of  greater  value  than 
he  borrowed?  If  you  want  to  get  a 
view  of  that,  go  back  and  study 
American  history.  What  happened  to 
the  farmers  in  our  western  states  in 
the  late  1880s  and  the  early  1890s 
when  they  had  to  pay  off  mortgages 
contracted  on  the  basis  of  75-cent 
wheat,  with  25-cent  wheat?  That  was 
the  "why"  of  the  Populists  and  Bryan. 
What  happened  after  1929  when 
debts  had  to  be  paid  off  with  bigger 
dollars?  The  alternative  to  inflation, 
you  see,  is  frightening. 

Fortunately  there  are  many  checks 
and  balances  in  the  welfare  state 
which  probably  would  reverse  any 
deflationary  trend  before  too  long. 
But  things  might  get  unbearably 
tough  before  some  of  these  checks 
and  balances  went  to  work.  I  have 
long  believed  that  deflation  can  not 
be  a  way  of  life  in  a  welfare  state, 
that  inflation,  gentle  inflation,  is  part 
and  parcel  of  a   welfare   state.   And 
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BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  Is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 
Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands,  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  pergonal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH, Babson's  new  Telegraphic  Growth 
Portfolio  Service.  Dept.     F-282 


Street  &  No.- 
City 


State 


-Zip_ 


^M  *1 

mm 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


remember,  every  big  country  in   the 
world  now  has  a  welfare  state. 

What  does  this  all  add  up  to?  The 
effort  to  slow  down  the  economy  via 
the  tight-money  route  has  thus  fat- 
been  frustrated  by  the  public's  antici- 
pation of  still  higher  prices  and  its 
tendency  to  buy  more  and  save  less. 
Because  the  public  thinks  that  infla- 
tion is  "sin,"  a  demand  for  wage, 
salary  and  price  controls  is  likely  to 
appear.  Because  such  controls  would 
affect  wages  and  salaries  and  services 
unfavorably,  they  will  be  bitterly 
debated.  Meanwhile,  tight  money 
will  probably  have  greater  unfavor- 
able effect  on  profit  margins  than  on 
the  general  price  level.  Efforts  to 
deflate  will  be  abortive  and  unsuc- 
cessful. The  alternative  to  inflation  is 
deflation,  which  inevitably  would  be 
disastrous.  Some  inflation,  over  a 
period  of  years,  is  written  into  the 
welfare  state,  and  the  welfare  state 
will  not  be  repealed  because  you 
can't  unscramble  eggs. 

Buy  on  Weakness 

Because  the  stock  market  will 
eventually  realize  all  these  things,  and 
realize  them  in  advance  rather  than 
just  when  they  appear,  I  am  more 
inclined  to  buy  stocks  on  weakness 
than  to  sell.  I  recognize,  however, 
that  the  trend  in  the  aggregate  profits 
of  American  industry  is  now  down- 
ward. If  stocks,  as  measured  by  the 
averages,  are  to  go  up,  price/earnings 
ratios  will  have  to  rise.  Because  of 
institutional  purchases  on  balance. 
the  supply-demand  equation  in  the 
stock  market  is  still  essentially  bullish. 
I  think  we  are  approaching  a  point 
where  the  long-range  and  short-range 
futility  of  extremely  tight  money  will 
be  recognized.  The  bond  market 
should  improve  before  the  end  of 
the  year. 

Bight  now  investors  should  be 
thinking  about  individual  stocks,  not 
about  "the  market."  The  residential 
building  industry  is  sure  to  be  hint 
by  tight  money.  It  may  have  a 
wonderful  longer-range  future,  but 
fewer  conventional  houses  will  be 
built  over  the  near  term  because  of 
the  mortgage  and  money  situation. 
In  relation  to  the  near-term  outlook, 
most  building,  supply  shares  look  too 
high  to  me.  The  mobile  homes  issues 
continue  to  be  popular  because  the 
very  things  that  are  hurting  resi- 
dential building  are  helping  these 
makers  of  less  expensive  homes.  All 
the  mobile  homes  issues  are  selling 
at  very  high  price/earnings  ratios. 

The  stockholders  of  Zayre  (40) 
were  told  at  the  annual  meeting  that 
management  expected  sales  to  in- 
crease by  $100  million  this  year.  Last 
year  sales  were  just  under  $491  mil- 


lion. Within  four  years,  and  probably 
sooner,  Zayre  should  have  sales  of  a 
billion  a  year.  .  .  .  McCitlloch  Oil 
(48)  is  now  expected  to  develop  its 
property  at  Pueblo,  Colorado  before 
Fountain  Hills  (near  Phoenix).  The 
company  hopes  to  be  selling  real 
estate  at  Pueblo  Lake  before  the  end 
of  the  year.  Thus  far,  most  of  this 
company's  profits  (which  have  been 
growing  at  an  annual  compounded 
rate  of  better  than  30%)  have  been 
coming  from  the  real  estate  develop- 
ment at  Lake  Havasu.  The  new  dis- 
covery of  oil  looks  promising,  but 
that's  just  something  added.  .  .  . 

There  has  been  some  persistent  ac- 
cumulation in  American  Export  Indus- 
tries (41).  This  company  is  pretty 
well  out  of  the  unprofitable  passenger 
ship  business  and  well  into  containeri- 
zation  and  land  transportation 
through  National  Equipment  Rental, 
B.C.  Forwarding  and  Eastern  Ex- 
press. .  .  .  Indian  Head  (30),  which 
is  regarded  as  one  of  the  better  con- 
glomerates (a  cousin  of  Textron),  is 
expected  to  show  earnings  of  $3  a 
share  this  year,  or  about  $2.60  fully 
diluted.  The  stock  looks  attractively 
priced. 

Philips  Lamp  of  Holland  ( 17  bid 
over-the-counter)  expects  an  increase 
of  about  15%  in  profits  this  year  on  a 
9%  increase  in  sales.  The  company 
hopes  to  earn  10.5%  on  invested 
capital  this  year  as  against  8.8%  in 
both  1966  and  1967.  Color  TV  is 
booming  for  this  company,  which  is 
one  of  the  world's  great  industrial 
complexes. 

McDonnell-Douglas  (33)  has  been 
a  very  disappointing  stock  thus  far 
in  1969,  but  the  company's  earnings 
outlook  is  excellent,  with  better  than 
$4  a  share  in  prospect.  The  stock 
looks  unpopular  enough  to  buy  for  a 
good  recover)'.  .  .  .  Analysts  are  im- 
pressed with  U.S.  Industries  (27), 
which  seems  to  be  growing  both  in- 
ternally and  externally.  The  stock  is 
selling  at  only  about  ten  times  earn- 
ings. .  .  .  There  seems  to  have  been 
a  change  for  the  better  in  the  affairs 
of  Syntex. 

Skeptics  are  saying  that  if  as  much 
oil  is  being  discovered  as  specula- 
tion in  the  oil  shares  indicates,  the 
industry  in  about  two  years  will  be 
contending  with  a  glut  of  petroleum. 
Past  experience  with  mining  com- 
panies is  that  there  usually  is  a  better 
chance  to  buy  between  discovery  and 
development  than  at  the  time  of  dis- 
covery. There  has  been  much  specula- 
tion in  discovery  oil  stocks  by  people 
who  only  vaguely  know  what  they 
are  doing.  ■ 


Mr.  Biel  is  on  a  business  trip.  His 
column  icill  be  in  the  Aug.  1  issue. 
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zATale, 

Two  Investors 

Two  investors  had  a  vehement  disagreement  over  the 
relative  merits  of  a  particular  stock.  One  investor  said 
he  was  right  in  wanting  to  purchase  100  shares.  The 
other  investor,  who  already  owned   100   shares,   in- 
sisted that  he  would  sell.  Both  investors  were  so 
strong  in  their  beliefs,  they  decided  to  leave  the  judg- 
ment as  to  who  was  right  to  a  mutual  friend  of  theirs. 
This  friend  was  familiar  with  the  investment  needs  of 
each.  Being  a  wise  man,  he  conducted  an  intensive  study 
of  the  stock  by  utilizing  the  information  provided  in  his 
investment  advisory  service.  Much  to  the  surprise  of  the 
two  investors,  the  friend  decided  both  were  right! 


You  ask:  "HOW  IS  THIS  POSSIBLE?" 

Very  simple.  Th«  wise  friend  was  a  longtime  subscriber  to 
THE  VALUE  LINE  INVESTMENT  SURVEY  and-by  using 
Value  Line's  objective  determinations  of  probability— he 
discovered  that  the  intentions  of  both  investors  were  con- 
sistent with  an  evaluation  of  the  facts  in  terms  of  their 
personal  investment  goals. 

As  a  subscriber  to  The  Value  Line  Investment  Survey, 
you  can  have  these  evaluations  weekly  on  1400  stocks- 
including  nearly  every  common  stock  traded  on  the  New 
York  Stock  Exchange... plus  300  others. 

HOW  DOES  VALUE  LINE  DO  THIS? 

By  systematically  rating  every  week  what  the  probable 
price  changes  of  each  of  the  1400  stocks  will  be— relative 
to  all  the  others— in  three  specific  time-periods  in  the 
future:  •  The  next  12  months  •  Three  to  five  years  •  Be- 
yond five  years 

Utilizing  objective  statistical  measurements  of  price/ 
earnings  relationships  and  growth  rates,  Value  Line  de- 
termines the  100  stocks  likely  to  outperform  the  others 
in  the  coming  year  and  rates  this  group  as  I  (Highest). 
The  next  group  of  300  stocks  is  rated  II  (Above .average). 
The  next  group  of  600  stocks  is  rated  III  (Average).  The 
next  300  issues  are  rated  IV  (Below  average).  And  the 
final  group  of  100  stocks  is  rated  V  (Lowest). 
Value  Line  uses  a  unique  method  of  assigning  an  index 
number  to  each  of  the  following  four  weekly  ratings: 

(1)  Probable  Market  Performance  in  the  next  12  months 

(2)  Appreciation  Potential  3  to  5  years  from  now 

(3)  Quality  (Dependability  beyond  5  years) 

(4)  Estimated  Yield  in  the  next  12  months 

By  weighting  the  index  numbers  of  these  ratings  to  accord 
with  your  own  investment  goals  you  can  gauge  how  suit- 
able any  one  of  the  1400  stocks  is  for  you  personally 
and  now. 

Therefore,  if  one  investor's  major  goal  is  current  income 
and  another's  is  growth  beyond  five  years,  it  could  be 
right  for  one  stockholder  to  sell  XYZ  company  while, 
at  the  same  time,  logical  for  another  investor  to  buy  it. 
In  addition  to  the  ratings,  you  receive  full-page  reports  on 
each  stock  four  times  a  year,  or  more- often  if  evidence 
requires.  At  the  same  time  you  receive  a  remarkably  clear 
presentation  of  the  most  significant  statistical  trends  over 
the  company's  past  15  years.  All  this  is  provided  so  that 


if  you  disagree  with  Value  Line's  ratings,  you  know  what 
you  are  disagreeing  with  and  why. 

The  coupon  below  will  permit  you  to  put  The  Value  Line 
Investment  Survey  to  the  test,  under  our  money-back 
guarantee.  If,  for  any  reason,  Value  Line  should  fail  to 
come  up  to  your  expectations,  return  the  material  within 
30  days  and  your  money  will  be  refunded  in  full  and  at 
once.  You  may  receive  Value  Line  for  the  term  you  check 
—one  year  for  $167,  three  months  for  $44,  or  four  weeks 
for  $5.  The  complete  weekly  editions  of  The  Value  Line 
Investment  Survey  will  be  yours.  Each  weekly  edition  con- 
sists of  full-page  reports  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry  groups... plus  the 
24-page  Weekly  Summary  of  Advices  &  Index  and  the  8- 
page  Selection  &  Opinion  editorial  section... plus  the 
monthly  Special  Report  on  insider  transactions  and  the 
quarterly  Special  Report  on  mutual  fund  transactions  is- 
sued during  the  term  of  your  subscription. 
BONUS  'With  the  annual  or  three-month  subscription, 
Value  Line  will  ship  to  you  immediately  the  2-volume 
Investors  Reference  Library,  which  will  give  you  the  latest 
full-page  reports  on  all  1400  stocks  published  prior  to 
your  subscription.  During  the  subscription  period  the 
reports  on  all  1400  stocks  will  be  revised  and  updated 
systematically  every  13  weeks. 

In  fairness  to  regular  subsoibers,  who  pay  $167  a  year  tor  The  Value  Line 
Investment  Survey,  we  cannot  make  the  $5  introductory  subscription  avail- 
able to  those  who  have  had  such  a  4-week  subscription  within  the  past 
six  months. 
I 


□  ONE  YEAR-  $167            I — I  3-MONTH  TRIAL-$  44 
(52  EDITIONS)  I I  (13  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus-the  2-volume  Investors  Reference  library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
Q  Payment  enclosed  □  Bill  me 


□ 


FOUR  WEEK  TRIAL-$5 
(4  EDITIONS) 


Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5  I  enclose 
payment. 


If  dissatisfied  for  any  reason.  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  mon&y-back  guarantee. 


Name  (please  print). 
Address  


.AA16-37 


City. 


Z'P. 


(Subscription  fees  are  deductible  for  income  ta«  purposes.  NYC.  residents, 
please  add  6%  *ales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

^\*fi^The  Value  Line  Investment  Survey 

ymW    Published  by  Arnold  Bernhard  &  Co.,  Inc. 

yr        5  East  44th  Street  •  New  York,  N.Y.  10017 

(No  assignment  of  tMs  agreement  will  be  made  without  subscriber's  con sent  J 


•  The  Peso  is  regarded  as 
one  of  the  world's  strong- 
est currencies 

•  The  economy  is  growing 
at  a  rate  in  excess  of  1% 
annually 

As  specialists  in  Mexican  in- 
vestments let  us  show  you  how 
to  earn  10%  or  more  on  one 
year  time  deposits  or  how  to 
participate  in  Mexico's  growth 
through  well  selected  stocks 
and  bonds. 

PROCORSA 

Promociones  y  Corretajes,  S.A. 

Members  Mexico  City  Stock  Exchange 

Hamburgo  190,  Mexico  6,  D.  F., 
Mexico 

Please  send  me  information  on 
Mexican  investments  to: 

Name 

Address City 

State Zip  Code F 


Relative  Strength  and 

ULTRA  HIGH  VOLUME 

by  ELECTRONIC  COMPUTER 

CompuStrength® 

Report 

Every  Wednesday,  the  ratio  of  the  closing 
price  of  each  NYSE  and  ASE  stock  is  taken 
against  its  moving  average  price  for  each  of 
the  time  periods:  10,  20,  and  30  weeks.  If  a 
plus  percentage  results,  it  signifies  the  cur- 
rent price  is  above  its  moving  average  for 
that  period.  A  minus  percentage  shows  it  is 
below  its  moving  average.  The  higher  the 
plus  percentage,  the  stronger  the  stock;  the 
lower  the  percentage,  the  weaker  the  stock. 
In  the  same  fashion  COMPUSTRENGTH  cal- 
culates the  normal  or  average  volume  of 
each  NYSE  and  ASE  stock  for  10,  20,  and  30 
week  periods  and  then  gives  the  percentage 
by  which  the  current  Wednesday  closing 
volume  is  above  or  below  its  moving  aver- 
age. 

Special  Features 

COMPUSTRENGTH  lists  separately  the  25 
stocks  on  both  the  NYSE  and  ASE  which:  1. 
Have  the  highest  volume.  2.  The  strongest 
relative  strength.  3.  The  weakest  relative 
strength.  Each  for  10.  20,  30  weeks!  COMPU- 
STRENGTH also  marks  with  an  •  every 
stock  which  has  gone  from  a  mini  a  plus, 

or  a  plus  to  a  minus,  percei 

Special   Introductory   Offer 

Prove  to  yourself  that  this  revolutionary 
new  service  can  help  you  pinpoint  your  se- 
lection of  stocks  and  systematize  your  tim- 
ing. Try  our  special  introductory  subscrip- 
tion of  four  issues  and  explanation  sheet  for 
just  $20.00. 

Send  this  ad  and  check  with  your  name  and 
address  to: 

CHARTCRAFT,    INC.,    Dept.    F-17I 
1  West  Ave.,  Larchmont.  N.Y.  10538 

N.Y.  State  Residents  Add  Applicable  Tax, 
N.Y.  City  Residents  Add  6'r   Tax. 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  Test 

Since  the  year's  end  I  have  expressed 
a  number  of  interrelated  opinions.  To 
recapitulate:  1)  With  this  a  period  -_ 
of  unusual  stresses  and  strains,  a 
period  where  credit  restraints  are 
colliding  with  an  inflationary  psy- 
chology, 1969  was  likely  to  be  a  year 
of  explosive  crosscurrents  rather  than 
one  of  steady  or  instant  performance. 
2)  In  light  of  this  background,  the 
issue  emphasis  was  more  likely  to  be 
in  the  relatively  unexploited  back- 
bone industry,  big  capitalization  com- 
panies with  limited  downside  risk 
rather  than  just  the  beneficiaries  of 
new  technologies.  3)  There  could  be 
individual  industry  and  company  ex- 
ceptions to  the  standard  forecast  that 
credit  restraints  would  result  in  de- 
clining corporate  profits  during  the 
fall  and  winter  months. 

Illustrative  of  this  last  point:  I 
understand  that  a  boom  in  color  TV 
has  developed  in  Europe,  where  this 
year's  set  sales  should  double  to  about 
the  900,000  level  and  reach  the  1.5 
million-to-2  million  level  in  1970-71. 
Some  people  see  a  3-million  set  level 
in  1972,  the  6-million  set  level  in 
1975.  A  late  start  (color  TV  is  less 
than  two  years  old  in  Europe)  allows 
Europeans  to  profit  from  the  Ameri- 
can experience.  Further,  the  fact  that 
European  television  is  mostly  a  gov- 
ernment monopoly  has  eliminated  the 
need  to  attract  cost-conscious  com- 
mercial sponsors.  Also  the  level  of 
black-and-white  set  sales  (about  8 
million  annually)  is  likely  to  be  main- 
tained in  the  next  few  years.  All  of 
which  could  spell  a  special  plus  for 
a  number  of  European  companies 
whose  stocks  are  traded  here. 

For  example,  I'm  impressed  with 
Philips  Lamp,  a  highly  integrated, 
technologically  competent  company 
and  the  leading  European  TV  set  and 
component  parts  maker.  Not  only  has 
Philips  just  announced  a  new  truly 
slim  color  tube,  but  its  share  of  the 
color-set  market  is  higher  than  that 
of  black-and-white.  With  the  full 
benefits  of  color  as  well  as  a  fast- 
growing  computer  operation  still  to 
be  reflected  in  earnings,  the  stock 
seems  an  interesting  over-the-counter 
speculation.  This  year's  profits  may 
be  about  $1.30  per  share  compared 

Mr.  Lurie  it  a  partner  in  the  New  York  Stock 
Exchange   firm   of   Josephlhal    &   Co. 


with  roughly  $1.10  in  1968. 

I  also  believe  Rank  Organisation 
could  be  an  interesting  speculation 
inasmuch  as  the  bulk  of  the  com- 
pany's earnings  (about  40  cents  per 
share  this  fiscal  year  compared  with 
roughly  30  cents  in  the  fiscal  year 
ended  June  1968)  come  from  the 
company's  partnership  with  Xerox  in 
the  eastern  hemisphere  sales  of 
Xerox  products.  The  company's  non- 
xerographic  business  covers  the  con- 
sumer spectrum  from  film  exhibition 
and  studios  to  bowling  and  hotels, 
plus  the  fact  that  it  is  believed  to 
be  the  third-largest  TV-set  manu- 
facturer in  England.  The  emerging 
color  boom  and  new  distribution  con- 
tracts should  boost  manufacturing  di- 
vision earnings,  the  third-largest  con- 
tributor to  the  corporate  total. 

Develop   Reserves 

As  this  column  goes  to  press  the 
case  for  an  aggressive  attitude  is  on 
the  defensive  partly  because  the  in- 
ternal mechanics  which  influence 
stock  prices  are  more  reminiscent  of 
the  environment  preceding  a  cor- 
rection than  that  leading  to  a  sus- 
tained upswing;  and  partly  because 
the  1969  credit  crunch  soon  will  come 
to  a  head  via  heavier  corporate  bor- 
rowings for  tax  payments  than  last 
year — plus  certificate  of  deposit  re- 
payments which  further  limit  bank 
lending  ability.  Furthermore,  with 
this  a  period  of  contradictions,  the 
lack  of  sparkle  in  today's  plenty  can 
lead  to  apathy  and  disenchantment. 

In  other  words,  a  test  of  the 
market's  various  debits  and  credits  is 
at  hand  now,  and  the  die  will  be  cast 
by  the  time  Fokbes  is  distributed.  All 
of  which  is  the  reason  why  I  continue 
to  suggest  buying  reserves  even 
though  I  believe  there  is  a  reasonable 
chance  that  today's  unknowns  will  be 
resolved  constructively.  For  one 
thing,  the  case  for  caution  is  so  ob- 
vious that  it  is  under  suspicion. 
Speculation  is  a  business  of  anticipa- 
tion, and  a  similar  seemingly  spiritless 
background  in  March  was  followed 
by  a  handsome  rally.  Secondly,  it 
is  too  early  to  believe  that  fiscal  and 
monetary  "gradualism"  isn't  working, 
that  the  risk  of  "overkill"  must  be 
taken  if  the  inflationary  spiral  is  to 
be  checked. ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Crunch  vs.  Crisis 


L  kST  month  the  Federal  Reserve's 
half-year-old  policy  of  monetary  re- 
straint had  unmistakably  developed  a 
sharp  bite.  Observers  were  unanimous 
in  describing  the  credit  situation  as 
painfully  tight  and  seemed  to  dis- 
agree only  on  the  question  of  whether 
we  were  on  the  verge  of  a  "credit 
crunch,"  or  in  the  midst  of  one.  But 
these  differences  of  opinion  hinged 
chiefly  on  what  constitutes  a  crunch, 
a  term  that  has  not  yet  entered  the 
textbooks.  The  two  money-market  ex- 
perts, Sidney  Homer  and  Henry 
Kaufman,  of  Salomon  Brothers  & 
Hutzler,  who  can  lay  claim  to  having 
coined  the  phrase  in  early  1966,  use 
it  to  describe  a  period  of  severe 
credit  rationing,  something  worse 
than  a  credit  squeeze  but  not  a 
credit  crisis  in  which  the  money- 
parket  mechanism  breaks  down.  By 
these  standards,  the  situation  last 
month  was  moving  toward  a  crunch 
as  banks  were  beginning  to 
ration  loans,  but  it  was  still  a  good 
deal  short  of  the  crisis  point. 

Understandably,  the  circumstances 
recalled  the  summer  of  1966  when  a 
crunch  was  also  in  progress  and,  ac- 
cording to  some,  briefly  degenerated 
into  a  credit  crisis.  At  the  time  prices 
were  falling  sharply  in  the  bond 
market  and  stock  prices  were  collaps- 
ing under  the  pressure  of  selling — at- 
tributable partly  to  a  rising  need  for 
ready  cash  elsewhere  in  the  econoim 
and  partly  to  a  mounting  sense  of 
panic  among  investors.  The  crisis  in 
the  markets  was  arrested  abruptly  in 
early  autumn  when  it  became  ap- 
parent that  the  Federal  Reserve  and 
the  Johnson  Administration  were 
moving  jointly  to  relieve  the  pres- 
sures and  that  monetary  policy,  in 
particular,  was  about  to  shift  from 
acute  restraint  to  aggressive  ease. 

While  this  year's  parallel  with  1966 
is  glaringly  obvious,  there  are  also 
notable  differences.  In  some  areas  the 
situation  is  now  much  worse.  For  ex- 
ample, the  slowdown  in  the  growth 
rate  of  the  money  supply  has  been 
relatively  more  acute,  and  interest 
rates  have  advanced  to  much  higher 
levels  than  in  1966.  On  the  other 
hand,  the  banks  this  time  have  been 
better  prepared  to  operate  under  con- 
Mr.  Schulz  it  a  partner  in  the  New  York 
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ditions  of  tight  credit  and  have  been 
far  more  inventive  in  tapping  pools  of 
money  outside  the  banking  system 
tor  lendable  funds.  But  these  areas  of 
liquidity  seemed  largely  exhausted 
early  last  month  when  the  demand 
for  credit  was  rising  toward  a  sea- 
sonal peak.  As  a  result,  the  banks  in 
effect  were  forced  to  look  to  the  Fed- 
eral Reserve  as  the  chief  remaining 
source  of  additional  lendable  money, 
a  situation  in  which  the  Fed  at  last 
could  dictate  terms.  These  terms,  if 
I  read  the  picture  correctly,  are 
designed  to  slow  the  expansion  of 
credit  by  making  the  banks  ration 
credit  to  their  customers,  precisely  the 
condition  which  Messrs.  Homer  and 
Kaufman  call  a  credit  crunch. 

No   New   Highs? 

But  a  crunch  is  not  a  crisis.  Indeed, 
by  definition,  it  should  serve  to  avoid 
a  crisis,  in  which  credit  is  unavailable 
at  any  price,  because  rationing  at 
least  channels  credit  into  areas  where 
there  is  a  genuine  economic  need  for 
loan  money.  Moreover,  it  seems  rea- 
sonable to  assume  that  the  Fed  would 
prefer  to  avoid  an  all-out  crisis,  if 
only  because  a  crisis  would  presum- 
ably force  a  fast  policy  shift  to 
monetary  ease  (as  in  1966),  which 
would  be  tantamount  to  premature 
abandonment  of  the  anti-inflation  ef- 
fort. That  a  crisis  can  be  avoided  is 
suggested  by  the  fact  that  the  de- 
mand for  credit  tends  to  ease  sea- 
sonally after  mid-June,  while  the 
supply  side  should  loosen  up  some- 
what during  the  second  half  of  the 
year  as  the  Treasury  again  pays  out 
more  money  than  it  collects. 

In  all,  there  seem  to  be  reasons  for 
thinking  that  the  crisis  atmosphere  of 
summer  and  early  autumn  1966  will 
not  be  duplicated  this  year.  If  so, 
there  could  be  a  fair  chance  that  the 
major  stock  price  averages  will  not 
break  their  February-March  lows 
(Dow  895-900),  or  at  worst  stage 
only  a  relatively  brief  and  limited 
"false"  downside  breakout,  under 
mid-year  money-market  pressures.  On 
the  other  hand,  the  credit  crunch  (de- 
fined as  loan  rationing)  is  likely  to 
be  with  us  for  a  good  many  months 
more,  so  one  should  probably  not 
look  for  any  early  push  beyond  the 
May  highs  (Dow  969-975)  either.  ■ 
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^MANAGEMENT 


YOU 

CAN  NOW  GET 
COMPUTER- 
BASED 
SUPERVISION 
FOR  YOUR 
PORTFOLIO 

of  $10,000  or  more. 
Spear  &  Staff  has  developed  a 
practical  way  for  your  portfolio  to 
be  put  under  professional  super- 
vision. Serving  clients  in  all  50 
states  and  in  45  foreign  countries, 
we  employ  the  skills  of  our  invest- 
ment specialists,  expert  research 
and  modern  electronic  computers 
to  analyze  facts  and  help  make 
timely  decisions. 

Our  Decision  Management  Plan 
has  proved  particularly  helpful  in 
achieving  capital  growth  for  inves- 
tors with  capital  ranging  from 
$10,000  upwards  —  men  and 
women  who  appreciate  the  risks 
and  seek  the  rewards  of  a  profes- 
sionally-managed common- 
stock  portfolio. 

To  learn  more  about 
how  Decision  Man- 
agement  can  help   / 
you,  let  me  send      j 
you  the  32-page 
fact-filled  compli-  4 
mentary  booklet 
"Declare  Your 
Own  Dividends." 


tQ 


SPEAR 
&STAFfflNC 

Dept.    MF-701 

Investment  Management  Division, 
Babson  Park,  Mass.  02157 

Yes,  I  am  interested  in  Roger  E.  Spear's 
DECISION  MANAGEMENT  PLAN  for 
accounts  of  $10,000  or  more.  Mail  me 
at  once,  without  cost  or  obligation, 
your  complimentary  32-page  booklet 
"DECLARE  YOUR  OWN  DIVIDENDS." 
Confidentially,  my  account  would 
amount  to  about  $ 


Name 

Street 

City State. 


-Zip. 
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HOW  TO  TURN 

5.00 


PER 

YEAR 


INTO 


PER 

YEAR 


5.39 

. . .  Maximum  earnings  on  your 
savings  Automatically  with 
Coast  Federal's  Maxi-Matic  Plan! 


1.  Open  a  Maxi-Matic  Bonus  Account  of  $1000  or 
more. 

2.  Compounded  daily,  your  savings  earn  5.13%  if 
held  one  year  at  current  rate  of  5%. 

3.  After  36  months,  a  .25%  per  year  bonus  is 
added  to  your  account  in  one  lump  sum. 

4.  Thereafter,  both  regular  earnings  and  bonus 
earnings  are  added  to  your  account  at  each  earn- 
ings period. 

5.  The  bonus,  plus  daily  compounding,  increases 
your  actual  return  to  5.39%  per  year. 

6.  Withdrawals  may  be  made.  However,  a  minimum 
balance  of  $1000  must  be  maintained  in  order  to 
qualify  for  bonus  earnings. 

DAILY  EARNINGS  -  Enjoy  earnings  from  date  of 
receipt  to  date  of  withdrawal.  All  funds  received 
by  the  10th  earn  from  the  1st. 
SAVE  BY  MAIL  -  We  process 
promptly  and  pay  air 
mail  postage  both  ways. 

ASSETS  OVER  $750,000,000 


COAST  FEDERAL  SAVINGS 


'To:    Bob    McNair  9-194A8 

Coast  Federal  Savings  and  Loan  Association, 
9th  &  Hill,  Los  Angeles,  California  90014 

□  Please  open  a  savings  account  to  earn  at  the 
highest  possible  rate.  Enclosed  is  my  check 
in  the  amount  of  $ ■ 

□  Individual  Account  Q  Joint  Account 

□  Here  is  my  passbook.  Please  transfer  my 
account. 

□  Please  send  full  information  on  Maxi-Matic. 
Name(s) 


Address_ 


-Zip- 


TOP  10 
STOCKS 

Are  They  a  Good  Buy  Now? 

You  can  now  have  mailed  to  you,  every  other 
Friday,  a  complete  technical  analysis  of  the  10 
most  mentioned  stocks  by  A.  W.  Cohen,  editor 
of  Investors  Intelligence.  See  how  these  stocks 
are  rated  technically — buy — sell  or  hold.  Here 
are  the  10  most  mentioned  sto'ks  from  the  lead- 
ing services.  Investors  lnielligence  will  tell  you 
which  stocks  to  buy  and  which  stocks  to  sell. 
American  Tel.  &  Tel.       Crown  Zellerbach 


Standard  Oil  (N.J.) 
Pacific  Petroleums 
Procter  &  Gamble 
General  Tel.  &  Elec. 


Magnavox 
Scott  Paper 
Mead  Corp. 

Schlumberger 


in 


If    you    are    considering    new    commitment 

these  issues  or  if  you  hold  these  slocks  It  would 
certainly  pay  you  to  find  out  what  the  experts 
say. 

For  your  2  month  (4  Issues)  trial  Bubft 
simply  send  your  cheek  for  $10.01)  to: 

INVESTORS    INTELLIGENCE 

Dept.  F-S3,  2  East  Ave. 

Larchmont,  N.Y.  10538 
N.Y.  State  Residents  Add  Applicable  Tax, 
N.Y.   City   Residents   Add  6%   Tax. 


STOCK  TRENDS 

By  Myron  Simons 


The  View  From  Infinity 


A  good  many  investors — and  invest- 
ment professionals,  too — are  per- 
plexed by  this  market.  They  can't 
understand  what  keeps  some  of  these 
hot  stocks  sizzling.  Many  "good" 
stocks,  sound  companies,  are  going  at 
10  to  15  times  earnings.  Yet  "specula- 
tive" stocks,  untested  companies,  sell 
at  30,  40,  50,  even  infinity  times 
earnings.  What  happened  to  "value," 
to  all  the  old  financial  yardsticks?  Well, 
the  answer  really  is  quite  simple:  This 
stock  market  isn't  buying  earnings; 
it's  buying  earnings  growth.  It's  buy- 
ing hope,  hope  for  unlimited  growth. 
The  idea  may  be  wild  but  it's  not 
irrational.  General  Motors  or  Jersey 
Standard  can't  possibly  provide  un- 
limited growth;  their  growth,  however 
steady,  can  only  be  gradual.  So  people 
look  for  new  industries,  new  compa- 
nies, new  social  and  economic  trends 
which,  starting  from  virtually  nothing 
have  nowhere  to  go  but  up.  No,  it's 
not  that  people  really  believe  in  in- 
finity. It's  simply  that  they  want  an 
illusion  of  infinity.  The  whole  idea  is 
that  you  can  always  sell  before  the 
illusion  is  shattered.  As  I  said,  this 
isn't  exactly  what  we  used  to  call 
"investing,"  but,  on  the  other  hand, 
it  can  hardly  be  called  madness. 

New  Approach 

This  search  for  unlimited  growth 
didn't  always  prevail  in  security 
analysis.  After  the  great  Depression, 
the  worth  of  a  stock  was  generally 
considered  to  be  either  the  physical 
value  of  its  assets,  or  the  return  from 
its  dividend.  This  measuring  rod  last- 
ed for  some  25  years.  But  when  no 
major  recession  followed  either  World 
War  II  or  the  Korean  War,  a  new 
approach  began  to  take  over.  The  so- 
called  "growth  stock"  replaced  the 
once-popular  blue  chips  in  general 
investment  favor. 

While  the  stock  market  break  in 
1962  forced  a  number  of  these  mul- 
tiples down  from  Mt.  Everest,  the 
growth  theory  and  growth  multiples 
remain.  So  much  so  that  nearly  every 
Wall  Street  research  report  projects 
earnings  well  into  the  future;  you  no 
longer  price  stocks  on  present  earn- 
ings but  on  prospective  future  ones. 
Sure,  people  have  been  burned,  badly 


A    guest    columnist.    Mr.    Simons    is    research 
partner   with   the   NYSE   firm  of   Hirsch   &   Co. 


burned  in  high-multiple  stocks.  But 
every  now  and  then  a  Xerox,  a  Tele- 
dyne,  a  Polaroid  came  along  and 
soon  the  burnt  fingers  were  back  on 
the  stove,  reaching  for  such  tempting 
dishes  as  nursing  homes,  hamburger 
franchisers,  pollution  controllers  and 
what-have-you.  Just  so  long  as  it 
was  a  small  company  where  there 
was  at  least  the  hope  that  it  could 
grow  into  a  big  one.  Thus  a  con- 
ceptual approach  replaced  the  old 
quantitative  one. 

Follow  the  Rules 

There's  no  question  but  that  this 
is  an  exciting  game.  But  if  you  want 
to  play  it  there  are  some  rules  which 
can  greatly  improve  your  odds.  First 
of  all,  remember  this:  Even  if  you 
pick  one  of  the  areas  of  the  economy 
which  will  have  extremely  rapid 
growth,  the  company  you  select  may 
not  be  the  right  one.  All  too  often 
the  small  company,  which  is  the 
leader  in  a  new  field,  doesn't  turn 
out  to  be  the  big  company  in  the  field 
once  it  has  grown.  When  the  busi- 
ness gets  attractive  enough,  competi- 
tion begins,  and  the  unlimited  growth 
potentials  turn  out  to  be  pretty  lim- 
ited, after  all.  Finally,  you  obviously 
can't  pay  just  any  price  for  a  stock. 
Sometimes  the  price  is  so  high  that 
the  buyer  is  already  paying  for  a 
good  bit  of  the  future  potential — and 
taking  some  pretty  large  risks,  if  any- 
thing goes  wrong.  Also: 

•  Don't  listen  to  tips  and  rumors. 
If  you  expect  a  stock  to  win  you  a 
trip  to  Europe  or  to  put  your  kids 
through  college,  at  least  take  the 
trouble  to  investigate. 

•  Make  sure  that  the  company 
has  the  resources  to  do  what  you 
hope  it  can.  A  minnow  can't  swallow 
a  whale. 

•  If  there  is  no  depth  of  manage- 
ment in  the  company,  the  normal 
risks  in  the  way  of  success  in  the 
economic  world  are  multiplied  by  the 
risks  of  health  and  death. 

•  The  company  should  be  able 
to  make  a  profit  within  the  foresee- 
able future.  Even  if  long-term  pros- 
pects are  wonderful,  continued  losses 
over  the  near  term  are  disheartening 
and  increase  risks. 

Fortunately,  you  don't  have  to  play 
the  game  onlv  in  new  issues  and  hot 
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little  companies.  There  are  some 
middle-sized,  substantial  companies 
which  have  a  good  chance  of  hitting 
the  growth  curve  and  hitting  it  hard. 
They  have  this  chance  because  they 
are  riding  major  social,  technological 
or  economic  movements. 

For  example,  housing.  Almost 
everyone  acknowledges  it  will  under- 
go a  boom  once  the  present  credit 
squeeze  is  over.  And  yet  home  build- 
ing is  a  very  strange  industry.  Of 
the  approximately  1.5  million  homes 
erected  last  year,  only  five  companies 
built  more  than  2.000.  Most  houses 
are  built  in  small  quantities  by  local 
con  tractors  subject  to  local  rules  and 
union  conditions.  Tins  must  change 
if  the  nation  is  to  accomplish  its  de- 
sired 26  million  new  housing  units 
over  the  next  decade.  The  larger  com- 
panies in  this  field,  with  stock  already 
in  public  hands,  have  the  opportunity 
to  grow  very  rapidly  In  expansion. 
lx>th  internally  and  by  acquisition. 

Kaufman  v.-  Broad  is  the  second 
*  builder  in  the  U.S. — the 
largest,  Levitt  &  Sons,  is  a  subsidiary 
of  International  Telephone  &  Tele- 
graph. Kaufman  &  broad  lias  a  cap- 
able management  with  a  desire  to 
grow;  its  horizon  should  appear  very 
broad  once  the  Vietnam  war  is  over. 
I  expect  1009  earnings  ot  the  com- 
pany to  he  SI.  10  per  share,  up  From 
75  cents  in  1968,  and  that  growth 
will  increase  in  the   1970s. 

Growth   Prospects 

Wickes,  another  company  associ- 
ated with  building,  is  the  largest  re- 
tailer of  building  materials  and  re- 
lated products  in  the  U.S.  It  sells 
through  1S1  retail  outlets  in  29  states 
and  expects  to  add  40  more  outlets 
between  now  and  January.  Even 
though  sales  lor  the  year  ended  Jan. 
25,  1969  were  over  $395  million,  the 
prospects  are  very  bright.  Last  year's 
per-share  earnings  were  $2.05.  and  I 
look   for   $2.35  this   year. 

Allied  Maintenance  serves  the  build- 
ing industry  in  still  another  way.  It 
'derives  about  653  of  its  gross  billings 
from  maintenance  and  cleaning  ser- 
vices in  office  buildings  and  industrial 
plants.  The  remaining  35%  of  the  com- 
pany's gross  billings  is  accounted  for 
by  specialized  aviation  services  such 
as  the  fueling  of  aircraft,  ramp  ser- 
vices, etc.  For  the  year  ending  Mar. 
31,  1970,  I  estimate  earnings  at  $1.25 
a  share. 

What  I  am  saying  is  simply  this: 
The  super-growth  game  can  be  profit- 
able as  well  as  exciting;  and  it  isn't 
as  foolish  as  some  of  the  traditionalists 
seem  to  believe.  But  it  isn't  the  kind 
of  game  that  you  should  play  like 
blind  man's  bluff.  ■ 


USE  THIS  "PROFESSIONAL"  METHOD  OF  TIMING 
FOR  YOUR  STOCK  PURCHASES  AND  SALES: 

''POINT  AND  FIGURE" 

Timing  is  the  key  to  profits  in  the  stock  market.  Learn  the  half  dozen 
P  &  F  formations  that  give  the  buy  and  sell  signals  which  alert  you  to 
profit    opportunities,    and    .    .    . 

Keep  your  stocks  under  constant  surveillance  with  the  fully  computerized 
Chartcraft  P&F  Weekly  Service. 

P   &   F   CHARTS   ARE   A   TIMING   TOOL 

It  is  not  enough  to  pick  the  right  stock.  You  can  pick  a  good  stock  and  still 
lose  money  or  miss  most  of  the  gain.  Knowing  WHEN  to  buy  or  sell  is  all- 
important.  Point  &  Figure  charts  were  created  specifically  to  simplify  making 
the  right  decision  at  the  right  time. 

IN   USE   MANY   YEARS-SIMPLE   TO    USE-EASILY   MASTERED 

The  value  of  P  &  F  charts  has  been  proved  over  many,  many  years.  CHART- 
CRAFT  has  been  making  and  using  P  &  F  charts  successfully  for  over  22 
years.  Of  course,  past  success  is  never  a  guarantee  of  future  success,  and 
no  forecasting  service  ran  claim  infallibility.  But  more  and  more  serious  in- 
vestors, professionals,  analysts,  and  market-letter  writers  will  not  make  a 
move  without  first  consulting  Point  &  Figure  charts.  CHARTCRAFT's  ex- 
planatory P  &  F  METHOD  MANUAL  will  show  you  how  to  keep  your  own 
P  &  F  charts:  how  to  read  the  half  dozen  formations  that  produce  Buy  or 
Sell  signals:  how  to  use  Trend  Lines,  Price  Objectives,  Relative  Strength, 
Industry  Trends,  Average  Trends,  and  Technical  Indicators.  This  $3.95  Manual 
is  given  as  a  bonus  with  a  trial  subscription  to  CHARTCRAFT'S  WEEKLY 
SERVICE. 

GIVES   YOU   A    PICTURE  OF  WHAT'S   HAPPENING 

Basically,  Supply  and  Demand  determine  the  price  action  of  stocks.  Point  & 
Figure  charts  are  a  graphic  representation  of  this  flow  of  accumulation  and 
distribution.  P  &  F  charts  deliberately  "filter  out"  unimportant  and  confusing 
information  to  give  you  a  picture  you  can  grasp  at  a  glance. 

P   &   F   REQUIRES   FEW   ENTRIES- 
AND   YOU    DON'T   EVEN   HAVE   TO   KEEP  YOUR   OWN 

Usually,  one  or  two  entries.  fro??i  sheets  we  send  you,  are  all  you  need  to 
chart  each  stock  for  a  week.  Probably  you  will  want  to  keep  your  own 
charts;  but  if  not,  you  still  get  a  mint  of  information  each  week  in  the 
CHARTCRAFT  SERVICE.  Nine  charts,  on  stocks  of  particular  interest,  are 
included  in  each  issue.  You  also  get  Dow-Jones  Industrial  Averages  in  P  &  F 
form  and  "Immediate  Trend"  charts  for  NYSE  and  ASE;  plus  a  listing  of 
ALL  trend  reversals  in  individual  stocks  for  the  week.  These  reversals  are  of 
utmost  importance  as  "alerts". 

INTRODUCTORY   OFFER 

CHARTCRAFT  WEEKLY  SERVICE  is  fully  computerized.  You  get  ALL  stocks 
on  the  NYSE  and  ASE — by  name,  reference  point  (last  entry),  new  entries 
for  the  week,  buy  or  sell  signals,  price  objectives,  stop-loss  point,  relative 
strength.  Plus  all  the  other  aforementioned  CHARTCRAFT  features.  Order 
a  trial  subscription  of  4  issues  for  just  $12.50  and  start  using  the  "professional" 
method  of  timing.  The  $3.95  CHARTCRAFT  P  &  F  MANUAL  will  be  sent 
to  you  as  a   bonus  with   your  order. 


GET  $3.95  P&F  MANUAL  AS  BONUS   WITH   TRIAL  OFFER 


Over  120,000  copies  in  print.  This  New 
Edition,  clearer  and  more  complete,  lucid 
for  beginners,  detailed  for  experts,  includes 
valuable  sections  on  Short  Sales,  Convert- 
ibles, OTC,  Puts  &  Calls,  Indicators,  Com- 
modities. 

128  pages  (8V2"  x  11"),  over  100  illustra- 
tive P&F  charts.  $3.95  if  ordered  separately. 

FEE  DEDUCTIBLE  for  Income  Tax  purposes. 
NYC  residents  add  6%  Sales  Tax,  NYS  add 
applicable  Tax.  No  transfer  of  this  subscrip- 
tion will  be  made  without  subscriber's  ap- 
proval. 'We  are  REGISTERED  as  Investment 
Advisers  with  the  Securities  and  Exchange 
Commission,  Washington,  D.C. 


CHARTCRAFT  P&F  CHARTING  COURSE 

Learn  how  to  chart  your  way  to  profits 
in  the  stock  market.  Complete  2  day  course 
—Saturday  9  A  M  to  4  P  M,  Sunday  9AM 
to  12:30  P  M. 

July  12-13  Holiday  Inn,  Fort  Wayne,  Ind. 
July  19-20  Holiday  Inn  Downtown, 
Cleveland,  Ohio 
July  26-27   Sheraton   Boston,  Boston,  Mass. 

Enrollment  fee  is  $150.00.  Includes  all 
Books  and  Materials  plus  2  free  reviews. 
Husband  and  wife  are  admitted  as  one. 
Register  at  door  or  send  for  registration  to 
address  below. 


CHARTCRAFT,   INC.,   DEPT.   F-175,  Larchmont,   N.Y.   10538 

Enclosed  is  $12.50,  plus  appropriate  tax.  Enter  my  4  week  Trial  Subscription  to  computerized 
Chartcraft  Weekly  Service,  including  as  a  Bonus  the  128-page  book,  "Three-Point  Reversal 
Method  of  Point  &  Figure  Stock  Market  Trading." 

Name 


Address. 


1     City. 


State 

□  Send  Point  &  Figure  Book  only.  I  enclose  $3.95  plus  tax,  postpaid. 


.Zip. 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center,  Dept.B 
Baltimore,  Md.  21201 


I  WARRANTS  I 

move  faster  and  further  than  any  other  type  of 
security — both  up  and  down.  Thus,  in  previous  I 
1     years,   General  Tire  &   Rubber  Warrants   moved 
g      from  4'/2  to  206  and  United  Air  Lines  Warrants  § 
from  4%   to   126  amid  a   host  of  similar  ex-  g 
amples,   while  a   Martin-Marietta  Warrant  skid- 
ded from  46%   to   14%   with  plenty  of  down-  g 
side  company.  Since  the  outstanding  leverage  of  g 
Warrants  is  indisputable,  and  since  the  number  g 
of  actively-trading  Warrants  is  >>rcwing  rapidly —  g 
141  currently  that  you  should  know  about — with 
more    top-flight    companies    issuing    Warrants; 
AMK,  Gulf  &  Western,  Ling-Temco,  Loew's  etc. 
— you   should   know   what  Warrants  are,   which  g 
Warrants  trade  in  today's  market,  and  the  basic 
rules  for  recognizing  opportunities  in  Warrants  g 
(and  dangers)  when  they  occur. 
The  R.H.M.  Warrant  *  Stock  Survey  +  Stocks  j 
Under  10,   is  one  of  the   largest  and  most  re-  g 
spected    investment  services  covering  the   War-  g 
rant  field,  with  more  than  two  decades  of  ser-  g 
=     vice  to  investors  under  the  editorship  of  Sidney  § 
g     Fried,  a  name  associated  with  the  Warrants  field  g 
in  every  financial  center  of  the  western  world.  g 
Let  us  tell  you  how  our  service  approaches  devel-  g 
oping  opportunities  in  Warrants,  in  the  general  g 
g     stock  market,  and  in  "Stocks  Under  10".  There  = 
g      is  no  obligation,  and  there  is  no  cost  for  this  1 
g     valuable  information,  yet  it  could  mean  a  great  1 
g     deal   to  you   in   the  active   markets  ahead.   For  g 
g     your  free  copy,   send  today  to  Warrants.    Dept.  i 
s     F-408,    R.H.M.    Associates.    220   Fifth    Avenue.  § 
g     New  York,  N.Y.,  10001. 
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AGGRESSIVE  GROWTH 
ACCOUNTS  MANAGED 


Under  discretionary  management  of 

ROBERT  N.  PEISNER 

Acct.  Exec,  and  Author  of  "How  to  Select  Rap  4 
Growth  Stocks."  Now  In  5th  printing. 
MINIMUM  $2S,000  BUYING  POWER 

Bateman  Eichler,  Hill  Richards 

INCORPORATED 

Member  New  York  Stock  Exchange 

6355  Topanga  Canyon,  Woodland  Hills,  Cal.  91364 

Phone  (213)  883-4040 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Bright  Prospects 


I  continue  to  get  a  great  deal  of 
mail  inquiring  about  the  most  recent 
developments  on  the  Australian  oil  ex- 
ploration picture  as  represented  by 
the  shares  of  Santos  Ltd.  and  Delhi 
Australian   Petroleum   Ltd. 

A  good  deal  of  work  has  been 
done  by  these  two  companies  since 
they  were  last  reviewed  here,  and  a 
great  deal  of  progress  has  been  made. 
Regrettably,  it  has  not  been  of  a 
dramatic  nature  and  has  had  little 
effect  on  the  market.  The  gas  pipeline 
to  Adelaide  is  now  more  than  two- 
thirds  complete,  and  by  November 
both  companies  will  begin  to  receive 
revenue  from  the  sale  of  gas  to  South 
Australian  customers.  Delhi's  share 
of  the  revenues  for  the  first  fiscal 
year  should  amount  to  $1.4  million — 
probably  an  understatement. 

A  new  gas  field  was  also  dis- 
covered and  it  seems  to  be  a  good 
one,  very  rich  in  condensates.  Two 
other  gas  fields  have  high  condensate 
contents.  The  companies  reported 
they  are  studying  the  possibility  of 
laying  down  a  "liquid"  pipeline  to 
Adelaide.  Revenues  would,  of  course, 
be  much  enhanced  by  the  sale  of  oil 
products  in  addition  to  gas. 

It  has  also  been  reported  that  the 
government  of  New  South  Wales  is 
considering  obtaining  at  least  some 
of  its  gas  requirements  from  the 
Santos/Delhi  Australian  combination. 
Sales  from  even  a  part  of  New  South 
Wales  would  be  greater  than  in  South 
Australia,  at  least  for  the  time  being. 

As  a  result  of  a  number  of  farm-out 
agreements,  a  minimum  of  30  wildcat 
wells  will  be  drilled  during  the  next 
two  years.  Approximately  $13.5  mil- 
lion will  be  spent  on  this  work.  The 
exploration  program  is  comprehensive 
and,  with  the  amount  of  distillates 
the  companies  already  possess,  any 
further  discovery  of  wet  gas  or  oil 
would  make  a  liquid  pipeline  a  cer- 
tainty. This  would  establish  the  com- 
panies not  only  as  producers  of  na- 
tural gas,  but  also  of  oil.  Delhi  Aus- 
tralian (though  not  Santos)  is  work- 
ing on  what  seems  to  be  a  very  in- 
teresting nickel  prospect,  with  pos- 
sible commercial  deposits.  Last  month 
Delhi  announced  the  participation 
with  Marathon  Oil  in  a  Colombia 
offshore  oil  venture,  a  further  example 
of    Delhi's    aggressive    management. 


The  stocks  at  their  present  prices 
— Santos  at  about  3  and  Delhi 
Australian  at  around  10  in  this  weak 
market — would  seem  to  undervalue 
the  companies'. prospects  on  the  sales 
of  natural  gas  in  South  Australia 
alone,  and  certainly  do  not  place  any 
value  on  the  potentials.  I  can  think 
of  few  stocks  whose  performance  has 
been  as  disappointing  as  these  two, 
in  spite  of  long-term  factors  working 
in  their  favor.  Rut  it  is  my  opinion 
that  patient  long-term  holders  will 
be  well  rewarded. 

Newcomer 

In  the  Apr.  1  issue  Forbes  ran  a 
feature  article  on  the  entry  of  British 
Petroleum  into  the  U.S.  oil  market, 
accomplished  partly  through  the  dis- 
covery of  its  Alaskan  oil  field,  and 
partly  through  the  acquisition  of  some 
of  the  marketing  and  refining  assets 
of  Sinclair  Oil.  This  English-based 
international  oil  company  is  now  at- 
tempting to  strengthen  its  foothold 
in  this  most  profitable  oil  market  by 
acquiring  an  interest  in  Standard  Oil 
of  Ohio.  RP  may  eventually  get  as 
much  as  a  54%  interest  in  this  U.S. 
oil  company. 

From  the  point  of  view  of  British 
Petroleum,  Standard  of  Ohio  is  an 
interesting  investment.  It  has  excel- 
lent marketing  outlets  and  a  very 
low  supply  of  its  own  crude.  BP  will 
acquire  increased  marketing  facilities, 
the  knowhow  of  the  Sohio  organiza- 
tion, and  the  ability  to  finance  its 
Alaskan  growth  through  funds  fun- 
nelled from  Standard  of  Ohio. 

It  will  be  interesting  to  see  whether 
the  Justice  Department  raises  any  ob- 
jections to  this  merger.  This  could 
have  international  repercussions.  Over 
the  past  few  decades  American  inter- 
national oil  companies  have  increased 
their  holdings  and  their  business  in 
the  major  European  countries  and  in 
other  parts  of  the  world.  It  would  be 
an  anomaly  if  British  Petroleum,  the 
first  foreign-based  oil  company  in 
many  years  attempting  to  establish 
itself  in  the  U.S.,  were  not  allowed 
to  do  so.  The  market  reaction  seems  to 
suggest  that  the  proposed  deal  is  more 
favorable  to  Standard  of  Ohio  than  to 
British  Petroleum.  While  this  may  be 
the  immediate  effect,  the  long-term 
benefits  to  BP  are  unquestionable.  ■ 
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THE  FUNDS 


Get  'Em  Before  They're  Hot 

Given  the  public's  appetite  for  new 
investments,  about  the  only  merchan- 
dising tool  a  new  mutual  fund  needs 
these  days  is  a  new  idea  or  a  good 
name.  Diebold  Technology  Venture 
Fund  was  blessed  with  both  when  it 
was  launched  a  year  ago. 

The  idea  was  not  very  original:  in- 
vestments in  companies  in  highly 
technical  areas  that  would  become 
hot  in  the  future.  The  name:  John 
Diebold,  the  management  consultant 
famed  for  his  work  in  automation. 
who  would  be  the  fund's  chairman. 
'The  Diebold  name  was  a  major  fac- 
tor in  selling  the  thing  initially,"  ad- 
mits George  Pratt,  president  and  chief 
executive  officer  of  the  closed-end 
fund. 

So  may  we  assume  that  the  fund's 
shares  have  been  bid  up  to  quite  a 
premium  fnim  the  offering  level  of 
20?  Guess  .main.  "Since  the  first  two 
weeks,  it's  been  below  the  offering 
price,''  notes  Pratt.  A  recent  price 
uas  IVj.  compared  with  a  net  asset 
value  of  s  17  12  a  share. 

Nothing  to  make  Diebold  Fund 
stockholders  happy,  as  Piatt  admits. 
saying:  I  guess  we  have  to  he  honest 
about  that.  However.  I  thought  OUT 
stock  would  sell  a  little  closer  to  asset 
value." 

Slow   Going 

The  hind's  biggest  problem,  claims 
Pratt,  has  been  to  find  enough  good 
venture  Capital  situations.  At  the 
moment  212  of  its  total  assets  ot 
$26  2  million  are  in  venture  situa- 
tions, with  another  16%  in  letter 
stock  of  publicly  held  companies. 
Eventually  he  hopes  to  have  the  fund 
10%  or  80%  in  these  two  areas.  (  When 
a  fund  buys  into  a  company  that  later 
goes  public,  its  investment  becomes 
the  equivalent  of  letter  stock.)  "It 
takes  time  to  put  this  money  to  work," 
vivs  Piatt  "Anybody  who  bought  into 
our  fund  really  had  to  make  up  his 
mind  to  stay  two  years." 

This  is  one  reason  why  Diebold 
chose  the  closed-end  route.  "We  have 
to  avoid  redemptions,''  Pratt  explains. 
We  didn't  want  the  problem  of 
stockholders  being  discouraged  and 
turning  in  their  shares  because  of  the 
lack  of  money  being  committed." 

Pratt  preaches  rewards  for  those 
>tockhplders  who  do  have  patience. 
'Once  we  get  a  few  of  our  situations 
?oing  public,  the  investor's  attitude 
will  change,"  he  says.  The  only  one 
that  has  gone  public  so  far  is  Viatron 
Computer    Systems,    which    recently 
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which  3  °f  more  than  QQ 

NO-LOAD 
FUNDS 


(no  broker  fee) 


are  moving  far  in  front? 


Of  these  15  leading  No-Load  Funds  which  3  are  far  in  front7 
See  the  current  AGFR  Report  for  the  dramatic  answer. 


AMER.  INVESTORS 
OREXEL  EQUITY 
ENERGY  FUND 
GIBRALTOR  FUND 
IVY  FUND 


JOHNSTON  FUND 
LOOMIS  SAYLES  CAP. 
MATES  FUND 
MATHERS  FUND 
NEUWIRTH  FUND 


NEW  HORIZONS 
ONE  WILLIAM  ST. 
PENNSYLVANIA 
SCUDDER  SPECIAL 
STEIN  ROE  STOCK 


® 


AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 

NOW  . . .  GET  FULL  FUND 
COVERAGE  EVERY  MONTH 

under  the  experienced  supervision  of  Chas.  H. 
Thomas,  the  staff  of  AGFR  informs  you  briefly, 
concisely,  clearly,  exactly  how  to  manage  your 
funds ...  a  complete  profitable  guide  to  mutual 
fund  investment. 

MOST  ATTRACTIVE  FUNDS 

Each  month  the  top  performing  LOAD  and  NO- 
LOAD  funds  are  rated  for  your  immediate  action. 

SUPERVISED  LIST 

Continuing  appraisal  of  funds  pre-selected  for 
maximum  growth. 

NO-LOAD/LOW-LOAD  FUNDS 

Continuing  rating  of  these  dynamic  growth  funds. 

AGGRESSIVE  FUNDS  APPRAISAL 

Individual  funds  analyzed  in  depth  for  growth 
potential. 

MONTHLY  BUY/SELL 

RECOMMENDATIONS 

Specific  funds  are  selected  for  your  portfolio  ad- 
ditions and  deletions. 

PUS:  Past  Performance  Records  *  No-Load 

Fund  Addresses  *  Mutual  Fund  Highlights* 

Current  Market  Comment. 


You  will  receive  all  these  continuing  reports  plus 
special  survey  of  selected  NO-LOAD  FUNDS  show- 
ing which  3  funds  are  far  outpacing  the  market. 


JUST  $1. 


AGFR  is  America's 
first  completely 
unbiased  newsletter 
keeping  you  fully 
informed  on  important 
changes  in  Aggressive 
Growth  Funds 
each  month. 


i 


Chas.  H.  Thomas,  Inc.,  Dept.  F-27-9 
P.O.  Box  667,  Los  Altos,  Calif.  94022 

Gentlemen:    I    enclose    $1.    Please    send 
Current  AGFR  Report  plus  survey  of 
NO-LOAD  Funds. 


I 
I 
I 
I 
1 

I 
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NO  SALES  CHARGE 
NO  REDEMPTION  CHARGE 
100  %  of  your  money  is  invested 
for  you  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil  •  aerospace 

•  communications,  etc. 
Only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PLANS 
ENERGY  fUND  is  a  qualified 
investment  under  Keogh  Act. 


I 
I 
I 
I. 


EMPLOYEE  PROFIT  SHARING 
PENSION  PLANS 

available  with  Energy  Fund. 


RALPH  E.  SAMUEL  I  CO..  Distributer 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,    New  York  10004  Dept.  F 

(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 


NAME 

ADDRESS. 


-ZIP_ 


kM*.  Investments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave,  NYC.  10017    Dept.  C 

Phone:(212)679-2700 

NAME 


ADDRESS. 


COLUMBIA  PICTURES 
INDUSTRIES,  INC. 

The  Board  of  Directors  at  a 
meeting  held  today  declared  a 
cash  dividend  of  15  cents  per 
share  on  its  outstanding  Com- 
mon Stock,  payable  July  15, 
1969,  to  stockholders  of  record 
June  20, 1969. 

S.  H.  MALAMED 
Vice  Pres.  &  Trecu. 
New  York,  June  5, 1969 


sold  at  about  $22.50  a  share  vs.  Die- 
bold's  adjusted  cost  of  $3.50. 

Pratt  admits  there  also  will  be 
failures:  "If  we  have  20  operations 
and  five  are  failures,  I  would  not  be 
disappointed."  But,  he  adds,  "I'rrr- 
counting  on  three  of  the  20  to  hit 
big — increase  30-  or  40-fold  in  three 
to  five  years." 

That  may  be  aiming  a  bit  too  high. 
After  all,  the  most  ballyhooed  ven- 
ture capital  vehicle  since  World  War 
II,  the  small  business  investment 
company,  has  been  a  notable  flop. 
But  Pratt  says  the  SBICs  failed  be- 
cause they  placed  too  big  an  interest- 
rate  and  management-fee  burden  on 
the  companies  they  invested  in.  "The 
SBICs  invested  on  a  convertible  basis 
with  a  very,  very  high  note,"  he  says. 
"We  prefer  a  straight  equity  route." 

This  may  make  a  difference,  but 
the  venture-fund  concept  is  still  on 
trial.  Even  the  shareholders  of  suc- 
cessful American  Besearch  &  Develop- 
ment Corp.  haven't  been  able  to  get 
a  premium  for  their  stock  since  1964. 
And  ABD  made  it  big  largely  on  one 
fortunate  investment — its  51%  share 
in  Digital  Equipment  Corp.,  which 
went  from  5M  a  share  in  1966  to  62 
recently  and  which  now  accounts  for 
69%  of  ABD's  total  assets. 

Diebold's  plans,  of  course,  also  are 
closely  tied  to  a  continuing  boom  in 
the  new-issues  market.  However,  if 
the  stockholders  don't  make  money 
any  time  soon,  neither  will  Diebold 
Advisors,  the  fund's  manager.  Its  fees 
are  based  on  asset  appreciation.  Bight 
now  the  fund's  assets  are  $26.2  mil- 
lion and  the  first  fee  won't  be  paid 
until  they  reach  $35  million — a  gain 
of  34% — and  stay  there  for  six  months. 

The  Idea  Business 

Today's  mutual-fund  manager,  under 
constant  and  often  unrealistic  pressure 
to  perform,  perform,  perform,  needs 
a  constant  flow  of  new  investment 
ideas — which  is  a  polite  way  of  saying 
stock  tips  with  an  argument  thrown 
in.  This  means  more  ideas  than  his 
own  research  can  produce.  Which 
means  a  whole  new  market  for  out- 
side research  has  developed. 

Two    years    ago,    Equity   Besearch 
Associates  decided  to  get  a  chunk  of 
that   new   market   for   itself.    Equity, 
just    formed    in    1962,    had    made    a 
name    for    itself    among    its    broker 
clients  by  uncovering  hot  issues — just 
the  kind  of  stocks  that  the  perform- 
i   ance    movement    was    beginning    to 
force  on  the  institutions.  Equity  Presi- 
dent |ohn  Westergaard  recalls:  "The 
institutions  were  calling  in  and  saying, 
I  low  can  we  do  business  with  you?'  " 
Westergaard  realized  that  Equity's 


Has  the  1969  decline 
run  its  course  ? 

Are  you  missing  a  great  speculative 
opportunity?  Are  the  liquidating  forces 
that  triggered  the  early  1969  decline 
now  exhausted  —  or  IS  THE  WORST 
YET  TO  COME? 

Before  you  rush  to  join  the  bears  or 
bulls,  why  not  see  where  INVESTORS 
RESEARCH  stands?  Check  IR's  analy- 
sis of  important  market  trend  indi- 
cators and  their  probable  implications 
for  market  direction.  Then  match  the 
market  trend  with  the  most  defensive 
or  aggressive  stocks  from  IR's  ratings 
for  over  640  stocks  in  50  key  groups! 

SPECIAL   OFFER 
Send    just    $1     for    a    Special    5-week 
Subscription  and   receive: 

■  Weekly   Market  Analysis   Report 

■  Model  Speculative  and  Investment 
Accounts 

■  Copyrighted   Primary  Trend   Index 

■  Projected  Value  Reports 

■  Industrial  Group  Analysis 

plus  —  our  bonus  guide,  "A  Positive 
Investment    Program." 


INVESTORS  RESEARCH  REPORTS 

Dept.  F5  924  Laguna  St., 
Santa  Barbara,  Calif.  93102 

Please   mail   my  5-week  Trial 
Subscription  to   IR   REPORTS   plus 
my  bonus  A  POSITIVE  INVESTMENT 
PROGRAM  guide.  I  enclose  $1.00. 

Name 

Address 

City 


State 


Zip 


(offer  good   to  first-time   subscribers  only) 
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Can  professional 

management  help 

make  your 

$5,000  to  $50,000 

portfolio  grow 
as  fast  as  you  want? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept.G-96. 

the  Danforth  Associates 

WELLESLEY  HILLS,  MASS.,U.S.A.  oai8i 
Investment  Management  •  Incorporated  1936 

FORBES,  JULY  X,  1969 


very  success  was  becoming  a  threat. 
"We  were  at  a  point  where  we  were 
servicing  roughly  90  New  York  Stock 
Exchange  members  with  research," 
Westergaard  says.  "Maybe  the  total 
market  was  130  to  150  firms.  I  didn't 
see  too  much  potential  for  growth." 

So  Westergaard  set  out  to  tap  a  new 
market,  the  institutions.  But  first  he 
had  to  buy  a  New  York  Stock 
Exchange  seat — for  $375,000.  Equity's 
broker  customers  pay  directly  for  out- 
side research,  but  the  institutions 
aren't  accustomed  to  paying  cash. 
They  prefer  to  reimburse  an  idea- 
producing  firm  by  throwing  stock- 
exchange  commission  business  its 
way.  It's  cheaper  that  way,  because 
they  have  to  pay  commissions  anyway. 
Equity  had  to  become  a  broker. 

The  research  firm  moved  rapidly 
hum  that  point.  It  now  provides  re- 
search for  about  150  institutions.  The 
brokerage  commissions  it  gets  in  pay- 
ment will  account  for  about  two- 
thirds  of  its  expected  $5  million  in 
revenues  in  1969.  Flushed  with  such 
success.  Westergaard  now  sees  a  host 
of  other  benefits  to  be  gained  from 
membership  in  the  NYSE  club. 

"The  number  of  deals — mergers 
and  acquisitions — we've  been  able  to 
do  has  been  significant,''  he  sa\s. 
"We've  been  participating  in  under- 
writings.  We've  started  two  whole 
new  corporations,  which  we're  plan- 
ning to  take  public — one  in  the  air- 
craft support  field,  the  other  in 
Specialty  publishing.  We  might  form 
a  venture-capital  fond — not  tor  the 
earnings  but  for  the  deals  it  would 
uncover' 

Different  Tack 

Meanwhile,  Equity's  older  and  more 
conservative  research  rival.  Argus  Ke- 
search  Corp.,  also  is  looking  tor  insti- 
tutional business  but  hasn't  vet  lound 
the  formula.  "We  will  have  to  design 
a  package  more  oriented  to  the  in- 
stitutions." says  President  Joseph 
Dorsev .  The  brokers  beat  a  path  to 
our  door  but  the  institutions  don't." 
Dorses    dots    sav    that    he    will    attack 

'the  market  differently  from  Equity — 
Argus  won't  become  a  broker. 

Dorsev  thinks  many  institutions, 
especially  banks  and  insurance  com- 
panies that  long  ignored  common 
stocks,  will  be  willing  to  pay  cash  for 
sound  ideas.  Some  institutional  man- 
agers like  Fidelity  Management, 
Franklin  Management  and  John  P. 
('base  Inc.  have  for  some  time. 

There's  no  question  but  that  the  in- 
stitutional market  is  there  for  stock- 
market  information.  It's  also  clear  that 
the  stockbrokers  won't  get  it  all. 
Equity  has  shown  this  need  for  in- 
formation can  be  tapped  very  profit- 
ably indeed.  ■ 


ANNOUNCING: 

New  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA  FUND m 

Objective:  Capital  Appreciation.  The  Fund  will  seek  capital  growth 
in  any  industry  but  its  initial  portfolio  consists  largely  of  securities 
of  companies  engaged  in:  Real  Estate  •  Natural  Resources 
Development  •  Scientific  and  Technological  Research  and 
Development  •  Consumer  Services 

No  Sales  Charge 

■  Mail  coupon  for  free  prospectus  ■■■■■■■■■■■■■ 


Rowe  Price  New  Era  Fund,  Inc., 

One  Charles  Center,  Depl.  C, 

Baltimore,  Maryland  21201  (301)  539-1992 


Name. 


Address. 


City State Zip  Code. 


WHEELS 

The  1969  Simmons  Study  shows  that 
61.5%  of  FORBES'  readers  own  two  or 
more  cars. 

Among  all  57  publications  measured 
in  this  study,  FORBES  has  the  top 
concentration  of  these  multi-car 
households. 

FORBES  readers  don't  just  own 
American  business. 


They  run  it. 


Forbes:  capitalist  tool 
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This  announcement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


700,000  Shares 


Sierra  Pacific  Industries 


Common  Stock 

($1  ParValue) 


Price  $18  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  the  securities  in  such  State. 


White,Weld&Co. 
BIyth  &  Co.,  Inc.  The  First  Boston  Corporation 

Eastman  Dillon,  Union  Securities  &  Co.      Goldman,  Sachs  &  Co. 
Lehman  Brothers        Dean  Witter  &  Co.        Paribas  Corporation 

Incorporated 

June  12. 1969 


BROAD   STREET 

INVESTING 

CORPORATION 

A  UNION  SERVICE  FUND 


th 


158 


consecutive 

quarterly 

dividend 


^> 


11  Cents  a  Share 
Payatie  June  27,  1969 
Record  Date  June  9,  1969 

65  BROADWAY.  NEW  YORK.  N.  Y.  10006 


NATIONAL 

INVESTORS 

CORPORATION 

A  UNION  SERVICE  FUND 
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nd 


consecutive 
dividend 


4> 


6  Cents  a  Share 
Payable  June  27,  1969 
Record  Date  June  9,  1969 

65  BROADWAY.  NEW  YORK.  N.  Y.  10006 


READERS  SAY 


(Continued  from  page  13) 

[Deralcl  H..  S-W  chief  executive  officer] 
was  playing  a  shell  game  with  the  EPS' 
figures,  and  that  Forbes  doesn't  think  he 
is  equipped  to  run  S-W.  Personally  I 
would  rather  be  told  than  hinted  at. 

— Brad  Coons 
East  Orange,  N.J. 

'    Sir:  Your  questions  to  Mr.  Ruttenberg 

can  be  answered  by  attempting  to  order 

a  part  from  the  Gravely  division  factory. 

— Eugene  W.  Davis 

Tipp  City.  Ohio 

Too  Much  Class 

Sir:  Your  article  concerning  worker 
attitudes  in  Britain  (  Forbes.  June  1 )  was 
a  very  good  indication  of  just  how  seri- 
ous that  nation's  economic  problem  is. 
regardless  of  which  party  rules.  It  might 
also  be  stressed  that  workers'  willing- 
ness to  walk  off  the  job  is  too  often 
joined  by  employer  lethargy  and  uncon- 
cern with  efficiency.  In  Britain  today, 
positions  of  authority  in  business  are  too 
much  a  matter  of  "class"  origins  and  too 
little  a  matter  of  individual  ability. 

— Arthur  Cvh 
Cambridge,   Mass. 

Sir:  Your  article  regarding  the  Rootes 
strike  appeared  on  the  front  page  of  the 
London  Evening  Standard.  A  consider- 
able number  of  my  fellow  countrymen 
feel  that  yours  is  the  country  with 
segregation,  one  third  of  its  population 
on  the  bread  line,  billions  of  dollars 
spent  on  arms,  moon  races,  etc..  yet 
you  consider  our  country  an  overseas 
base  for  your  car  industry.  Thanks  to 
a  half-German  dim-witted  king  of  ours, 
we  lost  the  U.S.A..  thankfully,  years  ago. 
Your  contribution  to  culture  since  then 
has  been  nil.  I  am  sorry  that  the  car  cor- 
porations cannot  sew  up  the  Western 
European  market  for  U.S.A.  cars  in  the 
prescribed  time.  Give  it  time  though. 
1984  is  only  15  years  away. 

— C.  Breem 
London.  England 

Speak  No  Evil 

Sir:  In  reference  to  page  20  (Fact  if 

Comment)  of  die  June  1  issue:  perhaps 

we  should  speak  of  die   "wheel"  doing 

the  speaking  as  "not  being  spokeless." 

— L.  Lucas 

St.  Clair  Shores.  Mich. 

A  Convincing  Argument 

Sin:  "Success  Story" — die  Selig  Zises 
Integrated  Resources  bit  in  the  May  1 
issue  of  Forbes  is  one  of  the  most  con- 
vincing arguments  for  communism  I've 
ever  seen.  In  retrospect,  and  in  compari- 
son, what  was  so  wrong  about  the  stock 
manipulations  of  the  1920s? 

— C.C.  Carteb 
La  Crescenta.  Calif. 
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COSMOPOLITES 


According  to  the  1969 
Simmons  Study,  42.6%  of 
FORBES'  readers  took  a  for- 
eign trip  in  the  past  five  years. 

This  is  the  highest  concentra- 
tion of  foreign  travelers  shown 
among  all  57  publications 
measured  in  this  study. 

You  always  reach  the  peo- 
ple who  are  going  places  in 
FORBES. 


Dividend 

on 

common 

shares 

The  Board  of  Directors 
of  Columbus  and  South- 
ern Ohio  Electric  Com- 
pany, on  June  5,  1969, 
declared  a  dividend  of 
forty-four  cents  (44g) 
per  share  on  the  out- 
standing Common 
Shares  of  the  Corpora- 
tion, payable  on  July 
10, 1969  to  shareholders 
of  record  at  the  close 
of  business  on  June  25, 
1969. 

G.  C.  SHAFER, 
Secretary 

COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
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THOUGHTS . . 


ON  THE 
BUSINESS  OF  LIFE 


Liberty  means  responsibility.   That 
is  why  most  men  dread  it. 

— George  Bernard  Shaw 


We  must  not  ask  where  science  and 
technology  are  taking  us,  but  rather 
how  we  can  manage  science  and  tech- 
nology so  that  they  can  help  us  get 
where  we  want  to  go. — Rene  Dubos 


He  that  does  not  know  those  things 
which  are  of  use  and  necessity  for 
him  to  know  is  but  an  ignorant  man, 
whatever  he  may  know  besides. 

— John  Tillotson 


Be  not  curious  to  know  the  affairs 
of  others,  neither  approach  to  those 
that  speak  in  private. 

— George  Washington 


Ignorance,  when  voluntary,  is 
criminal,  and  a  man  may  be  properly 
charged  with  that  evil  which  he  ne- 
glected or  refused  to  learn  how  to 
prevent.  — Samuel  Johnson 


The  end   of  all  knowledge  should 
be  in  virtuous  action. — Philip  Sidney 


You  can't  build  up  a  reputation  on 
what  you  are  going  to  do. 

— Henry  Ford 


Advertising  and  salesmanship  are 
time-savers  in  the  promotion  of  prod- 
ucts. They  are  essential  tools  in  meet- 
ing competition.  At  the  foundation  of 
every  successful  business,  however,  is 
a  product  which  thoroughly  satisfies 
a  real  need  on  the  part  of  the  buyer, 
and  from  which  he  profits  and  knows 
that   he   profits. — William    Feather 


All  business  sagacity  reduces  itself 
in  the  last  analysis  to  a  judicious  use 
of   sabotage.     — Tiiorstein    Vebi  i  n 


Our  problem  in  money-making  or 
governmental  affairs  is  how  to  remain 
properly  venturesome  and  experi- 
mental without  making  fools  of  our- 
selves. — Bernard  Baruch 


Not  because  of  any  extraordinary 
talents  did  he  succeed,  but  because 
he  had  a  capacity  on  a  level  for  busi- 
ness and  not  above  it.         — Tacitus 


B.  C.  FORBES 

John  D.  Rockefeller  once  said: 
"Next  to  knowing  all  about  your 
own  business,  the  best  thing  is 
to  knoiv  all  about  the  other 
fellow's."  Information  means 
money. 


It  is  not  lawful  or  proper  for  you 
to  know  everything.  — Lucian 


The  wise  man  sees  in  the  mis- 
fortunes of  others  what  he  should 
avoid.  — Publilius  Syrus 


It  is  a  common  observation  that 
any  fool  can  get  money;  but  they  are 
not  wise  that  think  so. 

— Caleb   Coltox 


In  business,  the  competition  will 
bite  you  if  you  keep  running;  if  you 
stand  still,  they  will  swallow  you. 

— Semon  Knudsen 


The  people  are  the  only  sure  re- 
liance for  the  preservation  of  our 
liberty.  — Thomas  Jefferson 


People  work  for  people,  not  for 
companies.  A  worker's  regard  for  his 
supervisor  will  affect  his  opinion  of 
his  employer.  Production  is  reiated  to 
attitude,  so  much  so  that  an  organi- 
zation which  disregards  this  human 
equation  will  not  achieve  as  much  as 
it   could   achieve. 

— Gerard  R.  Griffin 


Quality  of  management  is  all-im- 
portant. After  all,  what  is  a  company 
but  people?  If  the  people  have  char- 
acter, imagination,  drive,  that's  good 
enough  for  me. — Donald  A.  Herman 


We  would  rather  have  one  man  or 
woman  working  with  us  than  three 
merely  working  for  us. 

— F.  W.  Wool  worth 


We  cannot  live  without  the  earth 
or  apart  from  it,  and  something  is 
shriveled  in  a  man's  heart  when  he 
turns  away  from  it  and  concerns  him- 
self only  with  the  affairs  of  men. 

— M  \rjorie  K.  Rawlings 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  6C,U  rest  of  New 
York  State,  3%  to  6%  as  required.) 


A  Text , . . 


Sent  in  by  Azel  Clyde  Rogers, 
Crawfordsville,  Ind.  What's 
your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is 
presented  to  senders  of  texts 
used. 


Owe  no  man  any  thing  but  to  love  one 
another:  for  he  that  loveth  another 
hath  fulfilled  the  law. — Romans  13:8 
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Wall  Street's 
Golden  Eggs 


This  bag  can  save  your  skin. 


When  you  handle  caustic  soda  you  don't 
take  chances.  Ever. 

Neither  does  this  new  bag. 

It's  Union  Camp's  "Innerspring."  And 
it's  so  tough  that  it  scares  you.  We've 
dropped  it  (filled)  from  35-foot  heights. 
Kicked  it  off  the  back  of  speeding  trucks. 
Dunked  it  all  night  in  water. 

What  is  this  superbag's  secret?  A  sealed 
polyethylene  inner  tube.  It  absorbs  shock 
like  a  rubber  tire.  The  liner  also  features 
a  double  seal.  It  locks  out  moisture 
if  the  outer  kraf  t  is  damaged. 

The  bag  can  be  filled  and  closed  auto- 
matically. It's  lightweight.  Disposable.  And 
more  economical  than  other  caustic  soda 
containers. 

In  short,  it's  passed  all  the  tests.  But  then 
we  didn't  become  a  leader  in  packaging  by 
accident. 

Union  Camp  Corporation,  233  Broadway, 
New  York,  N.Y.  10007. 


Union  Camp 


Afraid  to  use 


* 


i 


(That's  old  hat.) 

Businessmen  used  to  think  it  cost  too  much  to 
use  Long  Distance  in  their  day-to-day  operations. 
Not  any  more.  Today's  boss  knows  time  is  expen- 
sive. His  motto?  "Settle  it  now  by  Long  Distance." 
A  phone  is  just  a  phone  until  you  learn  how  to  use  it. 


yo,r4       rp 

/  mNYWHERE  ANvBhING 

fc  anyB  me 


Fire 

is  always  looking 

for  a  place 

to  happen. 


And  when  it  happens  near  something 
flammable,  a  little  fire  has  a  way  of 
becoming  big. 

And  that's  why  so  much  research  is 
going  on  these  days  to  make  materials 
less  flammable. 

Already,  B.F.Goodrich  has  developed 
four  different  flame-resistant  polymers 
for  use  in  clothing,  draperies,  carpets, 
upholstery,  and  even  paper. 

Actually,  our  development  does  more 
than  retard  fire.  It  makes  products 
self-extinguishing,  which  means  they 
stop  burning  when  flame  is  removed. 

House  siding,  shutters,  wall  covering, 
and  upholstery  can  be  made  flame- 
resistant  and  self-extinguishing  by 
using  our  Geon®  vinyl  material. 

Still  another  BFG  flame-retardant 
plastic  is  going  into  hair  driers, 
vacuum  cleaners  and  other  electrical 
appliances. 

We  don't  claim  these  advances  will 
put  fire  out  of  business. 

But  better  a  slow  burn  than  a 
3-alarm  fire. 


BEGoodrich 


We're  fighting  it. 
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How  does  a  company  that  has  increased  its  earnings  only  5%  in  ten  years  look  good? 
By  being  in  the  cement  industry. 

54  AMERICAN  PETROFINA 

They  snickered  when  American  Petrofina  bought  Cosden   Petroleum.  They  snicker  no 
more. 

60     THE  MONEY  MEN 

Entertainer  Art  Linkletter  is  very  serious— and  successful— as  an  investor.  One  of  his 
secrets  is  that  he  recognizes  his  own  strengths  and  weaknesses. 


FACES  BEHIND  THE  FIGURES 

56  Aurelio  Peccei 
(Olivetti) 

57  Curtis  D.  Buford 
(Trailer  Train  Co.) 

57  Henry  B.  Schacht 

(Cummins  Engine) 

58  William  Bernbach 

(Doyle  Dane  Bernbach) 


58  Donald  P.  Kircher 

(Singer  Co.) 

59  George  Murphy 

(G.W.  Murphy  Industries) 

59    Abraham  M.  Zarem 

(Xerox) 


FINANCE 

65     Market    Comment 
L.  O.  Hooper 

70    Market  Outlook 

Sidney  B.  Lurie 


68    Technician's  Perspective 
John  W.  Schulz 

75    The  Funds 

The  Hedge  Funds  Revisited 


REGULAR  DEPARTMENTS 

7    Side  Lines 

11  Trends  &  Tangents 

12  Readers  Say 


15    Fact  and  Comment 

65    Forbes  Index 

80    Thoughts  on  the  Business  of  Life 


PHOTO  AND  ART  CREDITS:  Ed  Wergeles,  page  7;  Joseph  Papin,  page  15;  Bill 
Sumits,  pages  24,  25;  Paul  Boyer,  page  23  top;  Culver  Pictures,  Inc.,  page  27 
(foreground);  United  Press  International,  pages  37,  44  (foreground);  Wide  World 
Photo,  page  44  (background);  Art  Detman  Jr.,  page  56;  Jerry  Frank,  page  58  top; 
David  Nance,  page  59;  H.  Lee  Hooper,  page  60;  Alvin  ButKus,  page  62;  Charts 
by  Di  George,  pages  26,  53. 

COVER  PHOTO:  Bill  Sumits 

FORBES  is  published  twice  monthly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Second-class  postage  paid  at  Post  Office  New  York,  and  at  additional 
mailing  offices.  Subscription  $8.50  one  year  U.S.A.  Copyright  ©  1969  Forbes  Inc. 


United  Convalescent 24 

United    Geographical    38 

University  Computing   24 

U.S.   Steel    ■■ 65 

Value  Line  Development  Corp Z7 


Vickers    38 

Wells  Fargo  Investment  Co 27 

Western    Airlines    60 

Western    Marine   Electronic    31 

Westinghouse  Electric  Corp.   ..  36,  68 


Weyerhaeuser    43 

Williams    Brothers    74 

Wilson    Industries    36 

Xerox     59 

Yum-Yum    International    26 


FORBES,  JULY  15,  1969 


It's  tough  enough  trying  to  get 
two  executives  to  agree 
on  one  point  of  view 
in  American  Business. 
To  get  three  executives 
agreeing,  you'd  better  have  a 
system  that  works. 

CNA  does. 

It's  our  IRIS  Committee  System. 

IRIS  is  our  Industrial  Risk  Infor- 
mation System,  an  analytical 
service  with  a  unique  capability. 

It  can  integrate  with  corporate 
financial  systems. 

IRIS  analyzes  and  breaks  down  in- 
surance costs  the  way  a  corporation 
wants  to  see  them.  By  line.  By  location. 
By  policy.  By  year.  However  you  want  the  costs, 
so  you  can  relate  them  to  other  business  factors. 
That's  the  extra  benefit  IRIS  gives. 

And  that's  what  makes  our  committee 
system  work. 

When  your  corporate  executives 

sit  down  with  our  corporate 

executives,  your  executives 

understand  exactly  what 

their  insurance  is  doing 

for  them.  And  what  it  can  do. 

Our  executives  can  make 

profitable  recommendations 

that  fit  your  operation.  Not  just 

to  reduce  insurance  costs.  But  to 

reduce  the  cost  of  doing  business. 

That's  one  point  of  view  every  American 

businessman  can  agree  on. 

Contact  your  agent. 

Or  write  to  us.  2-^-a  m  /• 

fl    Uyf\/tnsurance  service 

zsrz 


Introducing 
a  committee  system 
that  works. 
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Side  Lines 


Now  Take  a  Bow,  Ted 

Nobody  at  Forbes  takes  more  of  a  beating  from  our  readers 
than  Ted  York.  He's  the  man  they  write  to  whenever  anything 
goes  wrong  with  a  subscription  they  have  taken  out.  Last  year, 
a  great  deal  went  wrong,  for  we  computerized  our  method  of 
handling  subscriptions.  This  took  several  months,  and  there  were 
inevitable  foulups. 

York  not  only  got  them  straight- 
ened out;  he  did  such  a  tremen- 
dous job  that  the  Subscription  Ful- 
fillment Managers  Association  has 
just  given  him  its  annual  award 
for  the  best  job  done  by  any  sub- 
scription fulfillment  manager  dur- 
ing the  year.  This  isn't  a  popularity 
prize,  though  Ted  is  extremely 
popular  in  the  association;  he 
formerly  was  president.  What  the 
organization  does  is  conduct  a  test 
of  magazines  around  the  country, 
consumer  magazines,  trade  maga- 
zines, every  kind  of  magazine.  It 
mails  in  subscriptions,  renewals, 
changes  of  address,  and  the  like, 
and  sees  how  efficiently  they  are 
handled.  Ted's  subscription  fulfill- 
ment department  at  Forbes  was 
found  the  most  efficient  of  all. 

At  Forbes,  we  have  always  been 
awed  by  Ted's  academic  air.  He 
comes  by  it  legitimately,  because 
he  was  once  a  school  teacher.  He 
taught  first  in  grammar  schools,  later  in  high  schools.  Finally 
he  decided  that  publishing  was  more  exciting  than  teaching 
and  joined  the  Hearst  magazine  organization.  Now  53,  he  was 
assistant  fulfillment  manager  of  the  Hearst  magazines  before  he 
came  to  Forbes  ten  years  ago. 

Ted's  department  does,  of  course,  occasionally  make  mistakes; 
computers  are  not  infallible.  However,  Ted  insists  that  most  of 
the  complaints  he  has  been  receiving  lately  are  over  things  for 
which  the  subscribers  are  themselves  responsible.  For  example, 
if  a  man  sends  Forbes  a  note  that  he's  moving  to  another  town 
without  enclosing  the  label  on  which  his  present  address 
is  printed  or  without  even  telling  Forbes  what  his  present 
address  is,  this  presents  a  problem  that  no  computer  can  solve. 
Yes,  the  envelope  is  postmarked  Chicago,  but  Chicago  is  a  big 
cit\  and  we  have  thousands  of  subscribers  there,  and  finding 
this  particular  subscriber  in  the  computer  is  quite  a  job. 

Ted  somehow  has  always  managed  to  get  things  straightened 
out  eventually.  We've  long  admired  the  way  he  does  it,  and 
the  award  he  received  the  other  day  is  testimony  that  the  ex- 
perts in  his  profession  do,  too.  ■ 


Ted  York 
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Whyl9banks 
put  $76  million 

behind  Ryder. 


I  What  did  they  know  that  you  don '(?) 


Last  December  nineteen 
major  U.S.  banks  combined  to 
boost  Ryder  System's  open  bank 
line  of  credit  to  S76  million. 

Add  this  to  insurance  company 
loan  agreements  and  you  come 
up  with  a  total  borrowing  capacity 
of  over  S100  million.  Which  isn*t 
bad  for  a  company  that  did  S109 
million  in  revenue  last  year. 

Now  ask  yourself  why  so 
many  banks  would  back  a  company 
that  owns  over  20,000  trucks  and 
J  =.0.000  truck  tires  and  240 
truck  service  facilities,  but  isn't 
a  trucking? 

Ryder  makes  money.  We  had 
our  seventh  successive  year  of 
increased  earnings  in  '68.  First 
quartet  '69  earnings  more  than 


doubled  on  a  revenue  increase 
of  43%.  How? 

We  began  by  developing 
systems  to  save  money  through 
better  fleet  and  physical 
distribution  management.  They 
work.  We  use  them  to  lease 
and  rent  trucks.  And  we  build 
on  that  base.  By  selling 
maintenance  programs  to 
companies  that  want  to  own 
their  own  trucks.  We  sell 
computer  services  to  them,  too. 
For  profit. 

Ryder  innovates.  We  started 
a  nationwide  pool  of  tractors 
and  trailers  and  railroad 
piggybacks  to  fill  peak-period 
needs  of  industry  on  demand. 
For  profit. 

Ryder  capitalizes  on 
opportunity.  By  starting  Ryder 
One-Way,  specially  engineered 
trucks  to  get  in  on  the  booming 
move-it-yourself  market.  To 
get  even  more  utilization  out  of 
our  national  network.  For  profit. 

Ryder  expands.  We  bought 
one  of  the  nation's  largest 
automobile  carriers.  We  bought 
two  successful  schools  for 
skilled  mechanics.  We  bought 
a  good,  going  electronics  and 
computer  repair  school.  Their 
graduates  help  us  fill  critical 
positions  in  our  network.  They 
help  us.  We  help  them.  Nice. 

Ryder  educates.  For  profit. 
And  futures.  Our  own  internal 
training  for  mechanics,  service 
managers  and  field  managers 
is  so  good  that  we  can  sell  it  to 
customers.  And  create  new 
•customers.  And  we've  tripled  our 


own  training  programs  in  the 
last  year.  And  we  brought  21 
of  the  world's  leading  physical 
distribution  experts  together 
for  the  first  time,  to  spark  new 
concepts  we  can  explore. 

Why  go  to  all  that  trouble? 
Simple.  It  helps  us  recruit  better 
men.  It  helps  us  keep  them 
better.  So  we're  one  jump  ahead 
of  everybody  today.  Two  jumps 
tomorrow. 

Ryder  explores.  We  invested 
in  a  small  mobile  home  company 
to  test  some  new  ideas.  If  it 
works,  we  win  big.  If  it  doesn't, 
we  lose  little. 

Ryder  plans.  With  all  the 
knowledge  and  training  and 
equipment  and  real  estate  and 
proven  managers  we  have,  Ryder 
is  examining  new  enterprises 
in  leasing,  renting,  technical 
education,  and  the  whole  field 
of  physical  distribution.  We'd 
be  foolish  not  to. 

Shouldn't  you  look  at  our 
annual  and  quarterly  reports? 
Write  James  A.  Ryder,  President, 
Ryder  System,  2701  South 
Bavshore  Drive.  Miami,  Florida 
33133.  Call  him  "JimV 
The  banks  do. 
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If  there's  something  in  the  air  that  shouldn't  be  there, 
we  want  to  know  about  it  fast 


So  we  developed  a  scientific  air  sniffer.  It's  a  laboratory 
on  wheels  that  tours  our  refineries  and  other  installations, 
sampling  the  air.  □  At  Marathon  we  figure  clean  air  makes 
good  neighbors.  That's  why  air  conservation  is  an  important 
part  of  our  current  $100  million  program  to  expand  refining 
capacity  by  more  than  20%.  □  Sniffing  out  potential 
problems  before  they  can  develop  is  a  habit  at  Marathon. 
Consider  that  project  to  expand  refining.  It's  a  vital  part  of 
a  carefully  coordinated  program  of  balanced  growth  in  all 
phases  of  the  company's  operations.  □  In  the  past  10 
years,  our  refinery  output  in  the  United 
States  has  doubled-then  doubled 
again.  Growth  like  that,  obviously,  is 
nothing  to  sniff  at. 


EXPLORING  D  PRODUCING   7  TRANSPORTING  D  REFINING  D  MARKETING  D  RESEARCHING  Q  AND  GROWING, 


MARATHON  OIL  COMPANY 

FINDLAY  OHIO 
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1946  LOADS  ON 
1969  ROADS  ARE 
COSTING  YOU  MONEY 
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It's  no  secret  that  transportation  costs  are  up. 
Nor  is  it  news  that  these  costs  contribute  to 
the  higher  prices  of  almost  everything  we  buy 
today.  The  pressure  on  transportation  comes 
from  higher  wages,  higher  operating  costs  and 
increased  taxes,  among  other  things,  and  it 
doesn't  look  like  it's  going  to  let  up. 

But  the  truckers  could  whip  it,  at  least  to  a 
degree,  except  for  one  thing. 

The  rigs  now  rolling  across  our  broad  new  in- 
terstate superhighways  are  no  bigger,  longer, 
wider,  or  heavier  than  they  were  in  the  forties.The 
outdated  Federal  size-weight  limits  see  to  that. 

Yet  during  the  past  quarter  of  a  century,  our 
Federal  Highways  have  grown  enormously  in 
size,  safety  and  capacity.  The  drivers  are  more 
skilled,  and  the  equipment  produced  for  the 
trucking  industry  is  far  more  sophisticated 
(Midland- Ross,  the  world's  largest  producer 
of  air  and  vacuum  power  brake  systems  with 
other  manufacturers,  had  a  hand  in  that). 

And  still  the  rigs  remain  limited  to  the  size  of 
the  forties.  Costly?  Yes.  But  just  a  small  in- 
crease in  their  dimensions,  or  the  use  of  double 
trailers,  could  add  that  extra  margin  of  effici- 
ency that  looms  so  large  on  the  balance  sheets. 
Slightly  longer,  slightly  wider  trucks  would  be 
a  tremendous  tool  to  help  shippers  hammer 
down  the  rising  cost  of  transportation.  And  it 
would  give  all  of  America  a  vital  edge  in  the 
fight  against  inflation.. 

It's  something  to  think  about. 


American  Trucking  Industry  /pL 

\ouNDATION 
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MIDLAND-ROSS   CORPORATION 

Power  Controls  Division 

OWOSSO  MICHIGAN  48867 
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Higher  Horizons 

Holding  companies  aren't  the 
only  way  banks  are  trying  to  get  a 
bigger  piece  of  the  action.  For 
example.  New  York's  First  Na- 
tional City  Bank  recently  made  a 
loan  to  City  Investing  at  an  interest 
rate  that  will  rise  along  with  the 
price  of  the  company's  stock.  And 
Chicago's  Continental  Illinois  Bank 
has  joined  a  mail  order  house  in 
merchandising  products  such  as 
portable  radios  and  Teflon  pans 
through  its  credit-card  division. 
For  the  use  of  its  name  and  mail- 
ing list,  Continental  nets  a  cut 
of  the  gross  sales. 

Shot  Down 

Since  their  1964  popularity 
peak,  war  toys  have  become  "more 
or  less  vcrboten"  says  an  executive 
at   Mattel,   the  big   toy   company. 

(Continued  on  page  77 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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Varo? 
What  are 
they  in? 


Computers. 


Among  other  things. 

We  don't  make  them. 

But  we're  helping  the  computer  industry 
impro\  e  their  equipment. 

How  ?  By  introducing  the  first  new  constant 
\  oltage  transformer  design  in  30  years. 

It  not  only  equals  or  surpasses  the  perfor- 
mance of  the  old  design,  but  takes  up  to  30% 
less  computer  space,  too. 

This  kind  of  power  supply  is  also  ideal  for 
the  electrostatic  copier  and  air  cleaner  indus- 
tries 

These  are  only  a  few  of  the  many  markets 


served  by  Varo's  growing  product  lines.  We're 
also  in  gyroscopic  instruments,  transportation, 
hybrid  integrated  circuits,  and  image  intensi- 
fication, as  well  as  supplying  components  to 
the  television  and  computer  industries. 

While  we  are  becoming  more  and  more  di- 
versified, all  Varo  product  lines  are  science 
oriented,  with  the  common  goal  of  serving  the 
evolutionary  needs  of  mankind. 

If  you'd  like  a  penetrating  look  into  the  ex- 
tent of  our  involvement,  write  for  our  annual 
report.  Address  your  request  to  Public  Rela- 
tions, Dept.  F-8. 


o 


VARO 

Varo,  Inc.,  Executive  Office,  Garland  Bank  Bldg.,  P.  O.  Box  41 1,  Garland,  Texas  7.5040 


DETROIT   EDISON    REPORTS 

Detroit  Edison  Begins  Work  on 

3.2  Million  Kilowatt  Monroe 

Power  Plant 

Our  new  power  plant  in  Monroe,  Michigan,  scheduled  for 
.completion  in  1973,  will  be  the  largest  of  its  kind  in  the  world. 

The  plant  will  consist  of  4  units  and  each  unit  will  gen- 
erate 800,000  kilowatts.  The  first  unit  is  expected  to  be  com- 
pleted—and operational— in  1970.  The  second  unit  is  scheduled 
for  completion  in  1971.  The  third  in  1972.  The  fourth  in  1973. 

The  four  units  will  be  coal-fueled  and  have  a  capability  of 
3,200,000  kilowatts— enough  electricity  to  serve  a  community 
of  more  than  3  million  people. 

241st  Consecutive  Quarterly  Dividend 

Common  Stock-35<  per  share  payable  July  15,  1969,  to  share- 
holders of  record  June  26,  1969. 

The  7th  consecutive  quarterly  dividend  of  $1.37V2  per  share 
upon  the  Preferred  Stock  is  payable  July  15,  1969,  to  holders 
of  record  on  June  26,  1969. 

DETROIT  EDISON 

Serving  Growing  Southeastern  Michigan 
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There's  a  new  name  on  the 

big  board. 

The  stock  symbol  is 


UNI 


The  name  is  Unionamerica,  Inc. 
A  finance-oriented  corporation, 
Unionamerica's  principal  holdings 
include:  Union  Bank,  Los  Angeles, 
one  of  America's  largest,  with  total 
resources  exceeding  $1.7  billion; 
Western  Mortgage  Corporation, 
second  largest  mortgage 
banking  company  in  the  nation; 
Swett  &  Crawford; 
Harbor  Insurance  Company, 
and  Unionamerica 
Computer  Corporation. 


Unionamerica 


FIGUEROA  AT  FIFTH   STREET  •    LOS  ANGELES,  CALIFORNIA  90017 


READERS  SAY 


PCSE's    Exposed    Nerve 

Sir:  We  of  the  Pacific  Coast  Stock 
Exchange  are  as  sensitive  as  an  exposed 
nerve  about  how  little  the  news  maga* 
zine  reporters  seem  to  know  about  the 
largest  stock  exchange  in  volume  outside 
of  New  York  City.  A  case  in  point  is 
Forbes,  June  1  ( The  Funds).  Our  ex- 
change should  not  have  been  lumped 
with  the  others  mentioned  in  that  report 
. — we  compare  like  apples  and  oranges. 
And,  why  refer  to  us  as  an  exchange  in 
San  Francisco?  That's  only  half  correct. 
We're  no  more  a  regional  exchange  than 
Forbes  is  a  regional  magazine.  We're  a 
national  stock  exchange  with  members  all 
over  the  country,  Canada  and  England. 
Companies  from  all  over  the  nation  come 
here  to  list  their  securities  because  we 
are  not  only  located  in  the  most  popu- 
lous state  but  also  in  the  state  with  the 
greatest  number  of  investors. 

— Robert  J.  Sullivan 

Director  of  Public  Relations, 

Pacific  Coast  Stock  Exchange 

Los  Angeles,  Calif. 

Add  Another  Name  to  the  List 

Sir:  You  seem  to  delight  in  poking 
sticks  (Fact  ir  Comment,  May  15)  at 
those  who  ignore  the  obvious  solution  to 
America's  mass-transit  problem.  May  I 
respectfully  submit  the  name  of  Mr. 
John  Dameron  of  the  Port  Authority  of 
Allegheny  County  to  be  added  to  your 
list.  The  city  of  Pittsburgh  and  the 
nearby  suburbs  are  blessed  with  a  private- 
right-of-way  streetcar  line.  It  is  possible 
to  travel  to  the  downtown  area  in  a 
matter  of  minutes — even  during  rush 
hours.  Mr.  Dameron  proposes  removal  of 
this  system  and  using  motor  buses  over 
the  right  of  way. 

— Roy  J.  Humphrey  Jr. 
Harrisburg,  Pa. 

Sir:  Here  is  hoping  Messrs.  Tobin, 
Volpe,  Rowan,  and  the  CAB,  FAA,  ICC, 
DOT,  MTA  read  your  very  timely  edi- 
torial. It  is  difficult  to  understand  why 
the  railroad  passenger,  the  person  who 
does  not  want  to  fly  or  the  person  who 
is  not  in  a  hurry,  cannot  enjoy  a  train 
trip  anymore. 

— Virginia  Hayes 
Vienna,  W.Va. 

Farrington  vs.  Recognition 

Sir:  As  a  stockholder  in  Farrington 
Manufacturing  Co.,  a  competitor  of  Rec- 
ognition Equipment,  Inc.  in  OCR  [optical 
character  recognition]  equipment,  I  feel 
slighted  in  not  having  my  company  men- 
tioned in  your  June  15  article.  Farrington 
is  showing  a  profit  from  its  operations 
and  has  a  good  percentage  of  the  market. 
Total  revenues  of  Farrington  for  1968 
were  $30.6  million  vs.  $13.7  million  for 
Recognition  Equipment. 

— Jerry  Chapman 
Jackson  Heights,  N.Y. 
(Continued  on  page  78) 
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Nationwide  Consumer  Testing  Institute  reports: 

Lark's  Gas-Trap  filter 

reduces  certain  harsh 

gases  more  than  twice 

as  much  as  ordinary 

popular  filter  brands. 


Latest  average  figures  on  gas  reduction  for  Lark 

and  13  ordinary  filter  brands  as  certified  by  the 

Nationwide  Consumer  Testing  Institute. 


50% 


40% 


30% 


474% 


20% 


LARK  85  AND  100 


BELAIR 

BENSON  AND  HEDGES 

KENT 

KOOL 

L&M 

MARLBORO 

PALL  MALL 

PARLIAMENT 

RALEIGH 

SALEM 

VICEROY 

WINSTON 

WINSTON  SUPER  KING 


(Based  on  the  average  of  Lark  and  of  the  13  leading  cellulose-acetate-filter  brands.) 


Wurprised?  We're  not.  We've 
spent  years  in  research  and 
millions  of  dollars  developing 
one  of  the  most  effective 
filters  yet  discovered-one 
that  reduces  "tar,"  nicotine 
and  gas,  effectively. 

And  that's  why  we're  not 
surprised  that  an  independ- 
ent research  company  certi- 
fied Lark's  Gas-Trap  filter 
best  for  gas  reduction. 

Tell  someone  you  like 
about  Lark's  Gas-Trap  filter. 
They  may  appreciate  it. 


For  more  information  send  for  the  free  brochure  Mark's  Gas-Trap  Filter 
and  What  It  Means  to  You"  Write  Lark,  PO.  Box  44,  Brooklyn,  N.Y.  1 1202. 
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CalComp  presents 
the  6  foot  microchip. 


If  a  6  foot  microchip  sounds 
crazy  to  you,  don't  tell  us. 

Tell  Texas  Instruments. 

They're  the  people  who  draw 
it,  using  our  immense  CalComp 
718  Flatbed  Plotter.  And  they  say 
it  works  great. 

With  instructions  from  Texas 
Instruments'  circuit-design  com- 
puter, the  CalComp  718  quickly 
and  automatically  draws  a  perfect 
design  of  each  new  chip  300  to 
500  times  the  actual  size. 

With  a  resolution  of  one  thou- 
sandth of  an  inch,  these  giant 
microchip  drawings  provide  impor- 
tant visual  verification  of  design 
accuracy  before  production. 

All  right,  why  ise  a  CalComp 
718?  Consider  these  features. 

An  unmatched  pic:  area  four 


and  a  half  by  six  feet. 

Four  separate  pens.  For  auto- 
matic colors  or  line  widths. 

Automatic  intermix  of  incre- 
mental step  size. 

Ability  to  plot  on  any  receptive 
surface.  (Texas  Instruments  draws 
on  Mylar.) 

Vacuum  hold-down  over 
the  entire  plotting  area. 

And  with  CalComp's 
exclusive  Zip  Mode*, 
timesaving  speeds  up  to 
4.6  inches  a  second. 

CalComp  is  the  leader 
in  computer  graphics. 

With  sales,  service 
and  software  in  34  cities 
throughout  the  world. 

So  if  you  happen 
to  have  a  small 


graphics  problem,  call  your  nearest 
CalComp  man  today. 

With  CalComp  718,  he  can 
give  you  the  big  picture. 

TEACH  YOUR  COMPUTER  TO  DRAW. 
California  Computer  Products.  Inc. 
305  N.  Muller  Avenue,  Dept.  S-07 
Anaheim,  California  92803. 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


IT'S  ONLY 

Talk  wells  and  swells  about  the  prospect  of  wage-price 
controls  a  la  World  War  II  unless  inflation  very  soon 
abates.  Even  I  waved  this  Shirt  in  Forbes  two  weeks  ago 
while  urging  extension  of  the  surtax  and  other  inflation- 
abating  measures. 

Now  that  so  many  are  talking  about  it,  it's  about  time 
to  point  out  that  the  imposition  of  such  total  federal  con- 
trols by  President  Nixon  and/or  the  Congress  is  about  as 
likely  to  happen  as,  say,  the  repeal  of  the  income  tax  or  the 
dissolution  of  unions. 


BUGABOO 

I  do  not  know  Richard  Nixon  intimately  and  am  about 
as  much  his  crony  as  you  are;  but  through  the  years  I 
have  had  enough  solo  conversations  with  him  to  know, 
for  as  sure  as  one  can  know  anything,  that  the  enactment 
of  price  and  wage  controls  would  be  anathema  to  him. 

It  would  be  contrary  to  all  his  beliefs,  all  his  convic- 
tions, all  his  principles;  and,  despite  the  glib  sarcasm  of 
his  critics,  he  has  a  pretty  good  stock  of  all  of  these. 

Only  the  direness  of  an  all-out  war  or  its  equivalent 
could  lead  him  to  the  control  trough. 


A  VOICE.  A  LIGHT.  A  COURSE. 


Clark  Clifford  is,  among  many  other  notable  respon- 
sibilities, just-passed  Secretary  of  Defense. 

The  views  of  we  wee  pundits,  based  principally  on 
what  we  read,  are  often  dismissed  in  the  inner  rings  of 
Pentagonian  Washington  as  uninformed.  'Tis  a  bit  more 
difficult  to  thus  dispose  of  the  views  put  forward  by  a 
•Clark  Clifford  or  an  Averell  Harriman  or  a  Cyrus  Vance. 

Maybe,  indeed,  they  too  don't  know  from  nothin',  but 
certainly  all  the  nothin'  that  Washington's  inner  sanctums 
know   was  fully  and  daily  available  to  these  men. 

Shortly  ago  Mr.  Clifford,  in  prestigious  Foreign  Affairs 
magazine,  made  these  observations  on  Vietnam: 

"The  forces  we  now  have  deployed  and  the  human  and 
material  costs  we  are  now  incurring  have  become,  in  my 
opinion,  out  of  all  proportion  to  our  purposes."  He  con- 
cludes that  unless  we  have  the  wisdom  and  guts  to  get 
going  on  disengagement  at  once,  we  will  be  no  better  off 
a  year  from  now  when  we  will  have  squandered,  among 
other  things,  the  lives  of  10,000  more  young  Americans. 


"Once  our  withdrawal  of  combat  troops  commences,  the 
Saigon  Government  would  recognize,  probably  for  the 
first  time,  that  American  objectives  do  not  demand  the 
perpetuation  in  power  of  any  one  group  of  South  Viet- 
namese." Mr.  Clifford  makes  the  point  plain  that  if  the 
Saigon  forces  cannot  now  or  very  very  shortly  maintain 
themselves  with  continuing  American  supplies  and  air 
support,  they  never  will  be  able  to  do  so. 
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The  former  Secretary  of  Defense  says  lliat,  in  this  posi- 
tion, after  exhaustive  study  on  the  scene  and  from  every 
available  source,  "I  was  convinced  that  the  military  course 
we   were  pursuing  was   not  only   endless,   but  hopeless." 

Cy  Vance,  who  possesses  one  of  the  most  logical  and 
clear  minds  evei    to  grace  topmost  Washington  Defense 


echelons,  and  who  wrestled  for  months  with  the  Paris 
negotiations  and  negotiators,  not  long  ago  publicly  made 
very  similar  recommendations  and  conclusions. 

We  can  all  hope,  despite  the  spate  of  contradictory 
statements  from^he  White  House,  that  the  President  not 
only  hears  but  heeds. 


FORGET  IT 

There's  talk,  wild  I  hope,  about  yet  another  heist  in 
prime  interest  rates. 

Any  further  such  boost  would  be  inflationary. 


GOOD 


The  Nixon  Administration  has  proposed  that  corporate 
expenditures  for  pollution  control  be  permitted  a  rapid 
rate  of  write-off. 

This  would  provide  sensible  incentive  for  something  that 


must  be  done  as  soon,  as  rapidly,  and  as  completely  as 
possible. 

It's  one  cost  of  doing  business  that  the  Government 
should  encourage  to  rise. 


BENDING  HIS  EAR  .  .  . 

Having  noticed  that  in  these  editorials  I  give  President  During  dinner  the  hostess  urged  a  series  of  measures  for 

Nixon  several  pieces  of  advice  and  urge  upon  him  some  him  to  take  and  impatiently  demanded  of  him,  "What  are 

prompt  courses  of  action,  I  am  reminded  of  a  remark  made  you   waiting   for?"   Replied   this   Urbane   Brain,   "At   the 

by  Prime  Minister  Disraeli  at  a  dinner  party.  moment,  for  the  potatoes,  madam." 


MORE  ON  VOTING 

In  the  July  1  issue  I  labeled  the  argument — that  18- 
year-olds  were  old  enough  to  vote  if  they  were  old  enough 
to  fight — a  perfect  example  of  a  non  sequitur.  This  precipi- 
tated a  spirited  discussion  by  two  of  my  sons  at  the 
dinner  table  the  other  night,  and  our  15-year-old,  Tim, 
presented  the  first  really  sound  argument  I  have  yet  heard 
for  lowering  the  voting  age. 

"Pop,  fellows  at  18  today  are  a  lot  smarter  than  your 
generation  w  as  at  18,  and  for  sure  smarter  than  teenagers 
were  when  voting-age  requirements  were  first  set  in  law." 

His  older  brother  Bob  elucidated:  "Maybe  not  smarter, 
but  certainly  better  informed,  more  knowledgeable  about 
what's  going  on  in  the  world.  More  guys  in  school  and 


BY   18-YEAR-OLDS 

more  in  college  have  helped,  but  primarily  the  boob  tube 
has  done  it.  Even  if  you  only  watch  old  movies  and  other 
junk  on  television,  you  can't  escape  seeing  a  lot  about  other 
people,  other  ways  of  life,  the  rest  of  the  world,  and  you 
even  have  to  watch  politicians  blab  on  paid  commercials 
around  election  time.  As  a  result  we  have  an  impression, 
a  point  of  view,  whether  we  want  to  or  not,  about  what's 
going  on  in  the  world  and  about  the  people  who  are 
running  it  and  us." 

Now  that  point  hadn't  occurred  to  me,  and  for  it  I  have 
no  ready  rebuttal. 

The  boys  did  admit,  however,  that  the  fight  bit  was 
baloney,  or  at  least  irrelevant. 


ALMOST  DEAD  AGAIN 

While  on  the  subject  of  the  young,  their  views  and 
their  education,  I  was  happy  to  learn  that  Latin  is  less 
and  less  of  a  must  these  da\s  in  schools  and  for  college 
admission. 

As  one  who  struggled  painfully  (it  took  me  3>2  years 
to  pass  second  year  "Caesar"),  I  found  it  hard  either  to 
encourage  or  admonish  most  of  my  own  young  who  have 
gone  through  the  same  difficulty. 


Surely  today  there  are  a  million  other  more  relevant 
"disciplines"  to  educate,  broaden  the  mind  of  young  peo- 
ple. A  man  can  use,  understand  and  enjoy  language  and 
languages  without  necessarily  knowing  the  far-back  roots 
of  same — just  as  you  can  know  and  enjoy  a  tree  or  a 
forest  without  being  a  root  specialist. 

Latin  died  once  and  I  am  glad  to  know  that  it  is  doing 
so  again. 


—Malcolm  S.  Forbes, 

Editor-in-Chief 


'Give  me  one  good  reason 
why  I  should  be  interested  in  a 
Top  Value  Incentive  Plan." 


"How  about  six." 


Let's  start  with  a  two-way  guarantee  on  merchan- 
dise. Top  Value  not  only  guarantees  all  merchandise 
to  be  absolutely  defect  free,  but  also  guarantees  that 
the  recipient  must  be  satisfied  .       100% 

And  there  are  five  other  big  pluses.  Top  Value  has 
one  of  the  best  creative  travel  planning  services  in  the 
industry.  We  offer  the  biggest  selection  of  merchandise. 
over  3.500  items  (and  more  famous  brand  names,  too). 
We  have  eight  distribution  centers  to  assure  immediate 
delivery.  We  offer  separately  bound  gift  catalogs 
grouped  by  specific  merchandise  values,  or  a  big  all- 
in-one  luxury  catalog.  And  there's  no  bill   back  for 


shipping  charges  with  a  Top  Value  Incentive   Plan. 

Top  Value  is  a  full  line  incentive  source.  We  create 
and  administrate  award  programs  utilizing  stamps  or 
point  systems  .  .  .  offering  travel  or  merchandise.  We 
can  design  the  kind  of  incentive  program  you  need 
and  we  can  do  it  right  because  we're  one  of  the  big- 
gest companies  in  the  incentive  plan  industry. 

Interested?  Contact  Top  Value.  One  of  our  400  in- 
centive specialists  will  fill  you  in  on  the  details  about 
a  Top  Value  Incentive  Plan  tailored  for  you.  Or  write 
for  our  informative  booklet,  "How  To  Plan  An  Incen- 
tive Program.'- 


il£T*vfp,Wsfc 
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INCENTIVE  DIVISION.  Top  Value  Enterprises.  Inc..  3085  Woodman  Drive.  Dayton.  Ohio  45420 


How  to  fly  the  entire 

American  League 

in  one  plane. 

General  Electric  jet  engines  are  powering  the  DC-10. 
A  plane  that  will  carry  over  300  people. 

Your  favorite  ballplayer  may  not  be  in  this  picture.  Because  it's  hardly  likely  that  the  entire 

American  League  would  ever  be  together  in  one  place.  No  more  likely 

than  they'd  be  together  in  one  plane. 

But  right  now  McDonnell  Douglas  is  building  a  plane  big  enough  to  fly  300  people.  As  many 

people  as  there  are  ballplayers  in  the  American  League.  With  room  to  spare. 

The  plane  is  the  DC-10.  It's  designed  to  cross  a  state  as  economically  and  profitably  as  it  can 

a  country.  And  American  Airlines  and  United  Air  Lines  will  put  it  into  service  in  the  1970's. 

A  breakthrough  in  jet-engine  technology  at  General  Electric. ..high 

bypass  turbofan  engines. ..made  it  possible. 

These  engines  are  among  the  "most  powerful  of  their  kind  in  the  world.  But  they're 

also  exceptionally  quiet  and  economical. 

General  Electric's  DC-10  engines  have  years  of  experience  behind  them.  Experience  from 

work  on  engines  for  the  SST  and  most  of  America's  military  and  business  jets.  On  turbine 

engines  for  Navy  ships  like  the  John  F.  Kennedy.  Nuclear  cells 

for  submarines.  Fuel  cells  for  satellites.  Electric  motors  for  high-speed  trains. 

And  batteries  to  power  all  kinds  of  small  appliances. 

General  Electric  experience. ..it's  helping  to  power  progress. 


Progress  is  our  most  important  product 


GENERAL 


ELECTRIC 


or  league  Club  insignia*  shown  are 
'oeerty  o*  rhe  respective  Clubs. 


Consolidated 

puts 

the  heat 


on  people. 


Infrared  heating  by  natural  gas  directs  heat  right  to  the 
spot  it's  needed  most.  Indoors,  gas  infrared  can  keep  the 
individual  factory  worker  comfortable— outdoors,  a  crowd  at 
a  ball  park.  Through  gas  infrared  heating,  the  morale  and 
efficiency  of  employees  can  be  improved.  Factory  equipment 
and  products  can  be  protected  from  damage  in  hard-to-heat 
places.  Infrared  heating  by  natural  gas  warms  evenly, 
steadily  and,  most  important,  more  economically  than  con- 
ventional space-heating  systems.  Putting  the  heat  on  people 
is  another  growth  prospect  for  CNG. 
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CONSOLIDATED 
NATURAL  GAS 
COMPANY 


The  East  Ohio  Gas  Company,  Cleveland,  Ohio 
The  Peoples  Natural  Gas  Company,  Pittsburgh,  Pa 
Consolidated  Gas  Supply  Corp.,  Clarksburg,  W.Va. 
The  West  Ohio  Gas  Company,  Lima,  Ohio 
The  River  Gas  Company,  Marietta,  Ohio 
Lake  Shore  Pipe  Line  Co.,  Cleveland,  Ohio 
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Forbes 


No  Cannibals,  Please 

Ford  Motor  Co.  can  be  its  own  biggest  competi- 
tor. That's  the  big  risk  with  its  new  Maverick. 


Newcomers.  John  Naughton  became  manager  of  Ford's  Ford  division  15  months  ago,  introduced  Maverick  three  months  ago. 


THESE  are  two  unpleasant  realities 
about  Ford  Motor  Co.'s  Ford  division. 
It  usually  runs  second  to  Chevy  in  neu 
car  sales,  and  its  neu  models  tend 
to  be  "cannibals"  that  take  sales 
away  from  otber  Ford  lines  instead 
of  from  the  competition.  In  1958, 
when  the  division  sold  just  Fords  and 
Thunderbirds,  its  market  share  was 
11. 1..  Last  year,  it  was  only  19.2%, 
even  though  the  division  also  ottered 
Falcons,  Mustangs  and  Fairlanes. 
So  when  Ford  got  the  jump  on  the 
rest  of  the  industry  with  its  new 
subcompact  Maverick  in  April, 
skeptics  wondered  if  that,  too,  would 
be  a   cannibal. 

John  Naughton,  division  general 
manager,  thinks  not.  "Oh  sure,"  he 
says,  "it's  impossible  to  launch  a 
brand-new  car  and  not  have  it  in 
some  way  eat  into  your  other  car  lines. 
But  through  June  17,  58%  of  Maverick 
buyers  did  not  trade  in  an  old  car.  Of 
the  remaining  42%,  more  than  half 
were  conquests:  non-Ford  trade-ins. 
So  indications  are  that  30%  to  60%  of 
Maverick  sales  will  be  extra  business, 
business  we  wouldn't  have  without 
the  Maverick." 

But  won't  the  Maverick  hurt  sales 
of  the   Falcon,   its   big-brother  com- 


pact? "So  far,  no,"  says  Naughton. 
"In  fact,  the  Maverick  has  had  a  very 
stimulating  effect  on  Falcon  sales. 
\ftcr  introducing  the  Maverick,  we 
sold  out  of  Falcons  in  30  days.  The 
reason  is  that  a  new  model  like  the 
Maverick  stimulates  floor  traffic  at  our 
dealers.  And  when  people  can't  get  a 
Maverick  right  away — they're  still  in 
short  supply — they  tend  to  buy  some- 
thing else." 

Though  the  Maverick  is  small,  the 
market  for  small  cars  is  not.  Last  year 
Americans  bought  1  million  imports 
(mostly  subcompacts)  plus  600,000 
U.S. -made  compacts,  altogether  about 
$3  billion  worth  by  Ford's  calcula- 
tions. "In  1962,"  says  Naughton, 
"Ford  had  36%  of  the  small-car  mar- 
ket. Last  year  we  had  only  8%.  We 
feel  that  we  should  get  25%  of  this 
market,  at  least  400,000  units."  In 
its  first  two  months  on  the  market, 
Maverick  has  sold  52,000  units,  only 
slightly  behind  the  record  set  by  Mus- 
tang in  1964. 

What  About  Profit? 

Small  cars  also  usually  mean  small 
profits,  which  is  one  reason  why  De- 
troit automakers  were  so  slow  to  offer 
them.  But  Naughton,  who  came  over 


from  Chrysler  in  1965  as  marketing 
head  of  Ford  of  Canada,  is  not  de- 
terred by  that.  For  one  thing,  if 
Detroit  doesn't  make  small  cars, 
Americans  will  buy  imports,  so  it's 
better  to  make  a  small  profit  than 
none  at  all.  For  another,  even  a  small 
car  has  many  parts  in  common  with 
its  bigger  brothers,  which  means 
higher  parts  volume  with  correspond- 
ing manufacturing  economies.  And 
most  important,  when  a  car  buyer 
gets  ready  to  trade  up,  he's  likely  to 
buy  from  the  same  company.  Today's 
Maverick  owners,  Naughton  hopes, 
will  be  tomorrow's  Ford  and  Thunder- 
bird  buyers. 

It's  too  soon,  of  course,  to  tell  if 
Naughton  is  right.  But  the  initial  suc- 
cess of  the  Maverick  boosted  Ford's 
sales  to  record  levels  in  June.  Because 
Ford  division  accounts  for  about 
three-fourths  of  total  Ford  sales,  as 
the  division  goes  so  goes  the  com- 
pany. Last  year,  on  record  sales  of 
$14.1  billion,  Ford  Motor  netted 
$626.6  million.  This  was  a  return  on 
equity  of  14.6%  vs.  16.2%  for  Chrysler 
and  19.3%  for  General  Motors.  Ford, 
as  Naughton  well  knows,  has  been 
too  often  first  in  new-product  develop- 
ment and  last  in  profits.  ■ 
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People  Have  To  Live  Somewhere 

So,   despite   the  present  slump  in   home   building, 
Armstrong  is  expanding  its  line  of  building  products. 


Imagine  Armstrong  Cork  getting  out 
of  bottles  and  bottle  caps.  Imagine 
nothing;  it  already  has.  In  May  Arm- 
strong ruthlessly  eliminated  the  last 
of  its  108-year-old  container  and  clo- 
sure operations  when  it  sold  its  pack- 
aging business  to  Kerr  Glass  for  $90 
million.  Earlier,  it  had  sold  its  floor- 
care  division  to  Chemway  Corp.  for 
$2  million.  All  in  all,  in  the  past  six 
months,  Armstrong  has  disposed  of 
about  13?  of  its  1968  sales  of  $570.5 
million. 

Isn't  this  something  of  a  reheat? 

Not  at  all,   says  Armstrong   Presi- 


dent James  H.  Binns.  He  simply  be- 
lieves in  two  sometimes  neglected 
business  principles:  1)  A  company's 
product  lines  shouM  complement  each 
other;  and  2)  Don't  be  a  lightweight 
in  markets  where  there  are  plenty  of 
heavyweights. 

Packaging  materials  accounted  for 
12%  of  Armstrong's  sales,  and  it's  what 
launched  Armstrong  as  a  company, 
but  it  violated  both  principles:  1)  It 
didn't  fit  in  with  Armstrong's  basic 
business,  building  materials;  and  2) 
Large  amounts  of  capital  would  have 
had  to  go  into  setting  up  a  network  of 


plants  to  take  on  such  giants  in  the 
business  as  Owens-Illinois  ( 1968  sales 
$1.1  billion).  "We  couldn't  stay  the 
size  we  were,  and  to  grow  would  have 
given  us  distribution  problems  and 
put  us  into  fields  far  removed  from 
what  we  know,"  says  Binns. 

The  floor-care  division  —  waxes, 
polishes,  floor  cleaners — also  didn't 
fit  in  with  the  building  materials  busi- 
ness, -and  its  market  share  was  only 
11%.  "Besides,"  says  Binns,  "it  didn't 
seem  to  be  a  growth  area." 
*  .Binns  insists  that  he's  not  particu- 
larly worried  about  how  the  present 
slump  in  housing  will  affect  Ann- 
strong,  although  he  admits  that  "8.5% 
money  won't  help."  Even  if  there  is 
some  falling  off  in  home  building  in 
the  second  half,  he  predicts  some- 
thing not  too  far  short  of  1.6  million 


Orphan  Grown  Up 

In  a  corporate  sense,  Philips  Lamp's  U.S.  op- 
erations were  a  kind  of  orphan.  Some  orphan! 


For  historical  reasons,  the  U.S.  off- 
spring of  Holland's  big  ($2.6  billion 
sales  last  year)  Philips  Lamp  have 
always  operated  under  the  legal  guise 
of  orphans  unrelated  to  their  Dutch 
parent  (see  box,  p.  23).  But  lively 
orphans  they  have  been,  with  com- 
bined sales  last  year  of  $500  million. 
Just  how  healthy  the  orphans  were 
only  became  fully  known  this  year 
when  they  were  all  merged  under  one 


corporate  roof,  New  York-headquar- 
tered North  American  Philips.  Into  it 
went  one  publicly  owned  company, 
Consolidated  Electronics  Industries 
Corp.  (Conelco)  and  Philips'  pri- 
vately owned  U.S.  subsidiary,  North 
American  Philips  Co.  The  Dutch  com- 
pany's U.S.  offspring  makes  electrical 
and  electronic  items  and  has  strong 
footholds  in  fields  ranging  from  phar- 
maceuticals and  phonograph  records 


to  bus  transportation.  It  also  imports 
Norelco  brand  electric  shavers,  per- 
sonal care  products  and  other  con- 
sumer items,  plus  manufacturing  elec- 
tro-optical products,  such  as  its  widely 
used  Plumbicon  color-TV  camera  tubes 
and  cameras. 

The  merger,  which  included  one 
company  only  partly  owned  by  Phil- 
ips Lamp,  in  effect  gave  the  Dutch 
parent  66%  control  of  the  new  com- 
pany. But  it  also  brought  other  sub- 
stantial advantages.  It  gave  the  assets 
and  earning  power  of  the  old  North 
American  Philips  Co.  a  marketability 
they  never  possessed  so  long  as  the 
company  was  100%-owned  by  the  U.S. 
Phillips  Trust.  The  trust's  holding  in 


Trouble  With  Kids.  North  American  Philips'  Mercury  Record  division  has  been  in  the  red  since  early  last  year.  The 
problem:  No  hits  since  Paul  Mauriat's  "Love  is  Blue."  "You  can't  decide,"  says  President  Vink  philisophically,  "what 
kind   of   artist,   creative    man,    composer    you're   going    to     need    tomorrow— and    if    the    teenager    will    buy    him." 
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housing  units  will  be  built  this  year. 
And  he  adds: 

"We  don't  have  all  our  eggs  in  one 
basket.  Although  90%  of  our  domestic 
sales  are  oriented  to  the  building  mar- 
ket, you  have  to  remember  there's  a 
46-million-home  inventory  in  this 
country  that's  a  market  for  remodel- 
ing and  refurbishing. 

"We're  in  that  as  well  as  new 
homes;  institutional  and  commercial 
interests  as  well  as  residential  inte- 
riors. And  the  other  10%  of  our  do- 
mestic sales  are  in  specialty  items — 
such  as  textile  mill  supplies." 

Binns  is  confident  the  present  slump 
will  not  become  as  severe  as  the  slump 
of  1966  and  that  it  will  be  only  tem- 
porary. "Given  all  the  pent-up  hous- 
ing demand,  the  dam  has  to  break 
sooner  or  later.''  he  says. 


Binns  of  Armstrong 


Meanwhile,  he  sees  great  possibili- 
ties for  two  new  Armstrong  product 
lines — carpeting  and  furniture,  both  of 
which  go  hand-in-hand  with  home 
building  and  home  refurbishing.  In 
1966  Armstrong  acquired  Brinton 
Carpet  in  Canada  and  the  following 
year  it  bought  E&B  Carpet  Mills. 
The  rise  of  synthetic  carpeting  had 
ended  the  old  war  between  carpeting 
and  flooring,  Binns  explains. 

Last  year,  Armstrong  bought  Thom- 
asville  Furniture.  Furniture,  Binns 
points  out,  is  a  $4-billion  industry 
which,  according  to  a  Stanford  Re- 
search Institute  study,  is  growing  at 
the  rate  of  7%  to  8%  a  year. 

Binns  will  spend  $60  million  this 
year  to  increase  Armstrong's  capacity 
in  carpeting  and  furniture  and  to  ex- 
pand its  old  lines.  ■ 


the  new  company  is  worth  close  to 
$250  million  at  recent  market  prices. 

The  operating  rationale  for  tin 
merger  was  just  as  decided.  North 
American  Philips'  President  Pieter  C. 
Vink  believes  that  "the  electronic 
component  manufacturer  of  today, 
through  vertical  integration,  will  have 
to  get  involved  in  the  manufacture 
of  end  equipment  and  systems  by  to- 
morrow." Here  the  U.S.  manufac- 
turer's electronics  components  fit  per- 
fectly with  the  sophisticated  consumer 
products  and  professional  items  im- 
ported from  the  other  side. 

The  merged  company  was  not  nota- 
bly profitable  last  year,  when  it  made 
(pro  forma)    $19.4   million   or   s2.2"> 


r 


per  share  for  a  10.2%  return  on  equity 
— only  average  for  U.S.  multicom- 
panies  and  well  below  the  14.2%  av- 
erage of  the  electronics  industry  (see 
Forbes,  Jan.  I). 

"We  were  a  little  bit  vulnerable  in 
the  past  few  years,"  says  Vink,  "be- 
cause the  majority  of  our  activity  was 
focused  on  the  radio  and  TV  indus- 
try'. We  were  main  suppliers  for  the 
color-TV  industry,  which  did  not 
develop  as  originally  forecast" — mean- 
ing that  color-TV  set  makers  ordered 
fewer  components  than  they  had 
promised.  But  he  sees  North  Ameri- 
can Philips  beginning  to  benefit  from 
the  manufacturing  economies  of  its 
new    Slatersville,    R.I.,    tube-making 

THE  ORPHAN'S  FAMILY  TREE 


plant,  whose  start-up  costs  were  one 
factor  in  last  year's  earnings  lag. 

A  major  product  of  the  Slatersville 
plant  is  the  Plumbicon  color-TV 
camera  developed  in  Holland  by 
Philips  Lamp:  One  of  the  advan- 
tages of  the  new  company  is  its  con- 
tinuing ability  to  exploit  the  research 
achievements  of  its  Dutch  parent. 
How  great  an  advantage?  Consider- 
able, so  investors  seem  to  feel.  In  the 
face  of  persistent  and  often  severe 
market  decline,  North  American 
Philips  stock  has  risen  10%  since  the 
merger  was  consumated  for  a  $34- 
million  gain  in  total  market  value. 
The  orphan  has  grown  up  into  quite 
an  impressive  adult.  ■ 


"Abe  we — even  with  Philips  in  our 
name — completely  independent  of 
the  European  Philips  company? 
That's  your  question,  isn't  it?"  asks 
North  American  Philips  President 
Pieter  C.  Vink  in  his  decided  Dutch 
accent.  "The  straightforward  an- 
swer is  yes." 

But  is  it?  North  American 
Philips  is.  among  other  things,  a 
monument  to  man's  ability  to  main- 
tain a  legal  fiction  despite  its  obvi- 
ous unreality. 

Like  all  such  fictions,  this  one 
had  roots  in  reality.  When  Hitler 
was  about  to  march,  Holland's 
Philips  Lamp  took  a  drastic  step  to 
keep  its  U.S.  properties  from  Nazi 
control.  It  put  them  in  the  hands 
of  the  U.S.  Philips  Trust,  set  up  in 
Hartford,  Conn,  for  the  benefit  not 
of  Philips  Lamp  but  of  its  share- 
holders. The  management  of  Philips. 
Lamp   thus   had   no   legal   control 


'^ 


Pieter  C.  Vink 


over  the  trust,  whose  trustees,  (all 
U.S.  citizens)  could  effectively 
thwart  Nazi  penetration. 

The  trust  will  not  expire  until 
the  death  of  the  last  surviving 
grandchild  of  Franklin  D.  Roose- 
velt. But  lately  the  U.S.  offspring 
have  been  operating  in  increas- 
ingly close  harmony  with  their 
Dutch  parent  to  increase  their 
competitive  stature  in  the  U.S. 
market.  Today  two  of  the  seven- 
man  governing  committee  of  the 
U.S.  Philips  Trust  are  Dutch-born 
naturalized  U.S.  citizens,  while  a 
third  is  a  former  treasurer  of 
Dutch-based  Shell  Oil.  Both  presi- 
dent Vink  and  Chairman  Pieter 
van  den  Berg  were  long-time 
Philips  Lamp  employees.  And  all 
of  Philips'  U.S.  operations  bene- 
fit immeasurably  from  their  access 
to  the  parent  company's  products 
and  its  superb  technology. 
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Golden  Eggs?  Or  Lemons? 

Like  any  good  retailer,  Wall  Street  must  give 
the  public  what  the  public  wants.  What  it  wants 
are  new  issues  that  will  lay  golden  eggs.  More 
often,  however,  it  is  getting  very  sour  lemons. 


The  great  South  Sea  Bubble  burst 
in  1720  and  set  the  pattern  for 
every  financial  orgy  since.  Every- 
one with  a  few  shillings  wanted  a 
piece  of  the  lucrative  new  overseas 
markets  opening  up  for  British  in- 
vestors. It  was  El  Dorado,  every  man 
a  lord.  What  started  with  a  joint 
stock  company  to  exploit  a  trading 
monopol)    escalated  into  madness. 

Does  it  sound  familiar?  To  be  sure, 
there  weren't  any  computer  or  sci- 
ence companies  in  the  early  18th 
century.  Growth  industries  in  those 
days  ran  toward  things  like  sail- 
making.  Bui  .!ie  patterns  were  recog- 
nizable. Then  nursing  home 
stocks,  but  one  of  the  hot  proposals 
involved  a  compam  "For  the  erect- 
ing of  houses  or  ho  For  taking 
in  and  maintaining  illegitimate  chil- 
dren."" Then,  as  now,  greed  Fed  upon 
the  preoccupations  of  the  day, 

In  much  the  same  way,  what  start- 
ed as  the  sensible  and  orderly  de- 
velopment of  modern  technology  has 
swelled    in    1969   into    a    wild    boom. 

The  boom  has  been  good,  very 
good  to  nearly  everyone  in  Wall 
Street:  the  houses  that  special- 
ize in  new  issues;  the  older  houses 
that  participate  in  secondarj  ways; 
the  promoters  ol  new  companies;  and 
those    investors    lucky    enough    I 

'This  proposal  and  the  whole  South  Seas  Bub- 
ble is  beautifully  described  in  Charles  Mackay's 
fascinating  Extraordinary  Popular  Delusions  and 
the  Madness  ol  Crowds.  Available  in  paper- 
back,  Noonday   Press,   $2  75 


into — and  out  of — the  right  stocks 
at  the  right  time.  Their  profits  run 
into  the  hundreds  of  millions.  All  this 
has  helped  many  sound  enterprises  to 
get  started,  and  enabled  others  to  ad- 
vance their  timetables.  But  recently 
the  over-all  effect  has  been  to  distort 
values  out  of  all  reason. 

While  General  Motors  is  going 
almost  begging  at  13  times  earnings 
and  a  yield  of  5.7%,  brand-new  com- 
panies with  names  like  Automation 
Sciences,  Applied  Logic,  United  Con- 
valescent and  General  Education  Ser- 
vices are  selling  at  over  30  times 
earnings  and  yielding  nothing. 

It  has  been  a  market  not  of  facts 
but  of  fads.  The  food-franchising  busi- 
ness was  hot — hamburgers,  roast  beef, 
chicken,  fish-&-chips.  It  reached  a 
point  where  a  small  chain  of  Kosher 
delicatessens  in  New  York  took  itself 
public  and  sold  out.  All  you  had  to 
do  was  whisper  the  term  "computer 
leasing"  and  the  stock  sold  out.  Or 
nursing  homes.  For  awhile  there  was 
i  big  trend  toward  things  with  "En- 
\  ironment"  in  the  title.  For  example. 
Responsive  Environments  Corp.,  dis- 
tributors of  learning  machines,  was 
hot  for  a  while  Now  it's  in  desperate 
financial  straits  and  the  stock  col- 
lapsed. The  issue  soared  from  the  low 
20s  to  64  and  back  down  to  13.  Inte- 
grated Resources  (Forbes,  May  1) 
went  public  in  February  for  $3  mil- 
lion; it  has  yet  to  go  into  any  business. 

All  told,  last  year  U.S.  investors  laid 


$3.9  billion  on  the  line  for  new  stock 
issues.  This  was  double  the  figure  for 
1967.  So  far  this  year,  the  figure  is 
running  at  double  the  rate  of  1968. 
If  it  continues,  the  total  could  hit  $7 
billion  for  the  full  year,  more  than 
twice  the  1961  rate  (see  chart,  p. 
26).  While  the  Securities  &  Ex- 
change Commission  hasn't  yet  made 
data  available,  it  appears  that  a  much 
larger  than  normal  portion  is  coming 
from  companies  going  public  for  the 
first  .  time,  perhaps  two-thirds  of 
1969's  total  number  and  40%  of  the 
dollar  amount.  And  over  900  new 
stock  issues  are  currently  awaiting 
SEC  clearance. 

To  a  growing  extent,  funds  like  En- 
terprise and  Mates  have  been  playing 
the  speculative  game  for  investors. 
There  have  even  been  funds  to  invest 
in  go-go  funds,  speculation  carried  to 
the  third  power. 

"It  was  wild  in  1929,"  recalls  an 
old-line  investment  banker,  "but  the 
action  was  mostly  in  listed  established 
companies  like  RCA,  GE,  [First] 
National  City  Bank.  Now  it's  just  as 
wild,  but  this  time  in  untried  and  un- 
tested companies. 

"You'd  have  to  go  back  to  railroad- 
building  days  of  the  last  century  to 
find  anything  like  it  here,"  he  says. 

What,  aside  from  unchanging  hu- 
man greed,  is  behind  the  boom,  or 
call  it  bubble? 

•  Tight  money.  Companies  too 
new  and  weak  to  borrow  money  at 
reasonable  rates — if  they  can  borrow 
at  all — find  they  can  go  public  at  an 
effective  cost  of  5%  or  6%  and  with 
minimal  dilution  of  their  equity. 

•  Publicity.  Investors  are  very 
much  aware  of  how  many  fortunes 
have  been  made  in  new  stocks  like 
Four  Seasons  Nursing,  Kentucky  Fried 
Chicken,  University  Computing.  The 
press  is  full  of  stock-market  success 
stories.  Life  magazine  only  last  month 
ran  a  story  about  a  23-year-old  in 
dirty  blue  jeans  who  supposedly  made 
himself  $5  million  playing  with  new 
companies. 

•  The  performance  cult.  The  big 
standard  stocks  haven't  been  moving. 
The  hot  little  stocks  have.  Inevitably 
the  institutions,  playing  follow-the- 
leader,  move  into  new  issues  and  hot 
stocks — and  make   them  even  hotter. 

•  Change.  In  a  static  economy 
with  static  technology,  there  isn't 
much  incentive  to  invest  in  new  com- 
panies; the  established  companies 
have  things  prett)  much  sewed  up. 
The  South  Sea  Bubble  was  occasioned 
l>\  the  development  of  new  trade 
mutes.  The  periodic  financing  booms 
of  the  late  19th  century  were  largely 
spurred  by  the  development  of  the 
railroads.  Today,  change  is  all-perva- 
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si\  e.  in  computers,  in  communications, 
in  styles  of  living  Thus  we  have  very 
much  the  kind  of  environment  that 
breeds  new  companies. 

•  Wall  Street  itself,  ft  is  a  retailing 
business  that  sells  what  .people  want 
or  wha'.  they  can  be  persuaded  to 
want.  Like  any  merchandiser,  it  pre- 
fers the  goods  that  have  the  highest 
markup.  New  issues  have  very  high 
markups;  commissions  on  a  Sf -million 
is<ue  run  upwards  of  $100,000  and, 
normally,  a  piece  of  the  action.  Last 
year  underwriting  commissions  prob- 
ably ran  to  S175  million-$200  million 
on  new  issues;  this  year  it  will  be 
much   more.    More3\er.    new   compa- 

m   be   manufactured   almost   at 
will. 

•  The  spirit  of  the  times.  Young 
men.  bright  men,  get  itchy  working 
for  others.  Today  there  is  no  shortage 
of  underwriters  and  venture  capitalists 
anxious  to  make  it  possible  for  them 

:  up  their  own  sliops. 

Th«  Best  of  Times,  the  Worst  of  Times 

A  few  years  a'40  not  many  Wall 
Streeters  had  heard  of  Charles  Plohn. 
Today,  aeari)  everyone  has.  Plohn, 
67.  was  a  trader  until  he  got  into  the 
underwriting  business  in  1955.  He 
hit  the  big  time  in  recent  years.  The 
established  houses  were  afraid  of  un- 
tested new  issues.  Too  many  of  their 
customers  were  badly  burned  in 
1962  ( diaries  Plohn's  firm  was  not 
afraid  and  jumped  in  this  time  with 
both  feet.  Today  his  firm  occupies 
plush  offices  on  the  ground  Boor  ol 
Manhattan's  Pan  Am  Building  and 
Ixxists  $7  million  in  capital,  $35  mil- 
lii  n  in  assets.  Last  year  the  firm,  70S 
Owned  by  (diaries  Plohn,  probabK 
netted  several  million  in  commissions, 
underwriting  Ices  and  in  capital  gains 
from  warrants  and  cheap  stock.  So 
many  prospectuses  have  poured  from 
the  Plohn  offices  that  irreverent  and 
envious  competitors  began  to  call  him 
"Two-A-W  c  ek  Charlie." 

How  did   Plohn   do   it?  Says   he: 

"I  give  people  the  kind  of  mer- 
chandise they  want.  I  sell  stock  cheap. 
I  bring  out  risky  deals  that  most 
firms  won't  touch.  Sine,  many  of 
them  don't  work,  but  that's  the  nature 
of  speculative  merchandise." 

This  year  Plohn  expects  to  bring 
between  60  and  70  companies  public, 
up  from  20  last  year.  "Without  me,"  he 
says,  "they  couldn't  go  public  at  all 
in  main  cases.  Why,  do  you  know 
that  60  pople  who  have  underwrit- 
ten through  me  have  become  mil- 
lionaires? That's  not  bad.  You  bet 
your  pants  it  isn't."  Among  Plohn's 
1969  offerings:  Professional  Care  Ser- 
vices, Prosher  Investment  and  Yum- 
Yum  International.  Of  this  year's  23 
issues,  eight  were  selling  25%  or  more 
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above  offering  price  as  this  issue  went 
to  press.  Another  seven  were  selling 
close  to  the  offering  price.  Ten  more 
were  selling  from  5%  to  20%  below  it. 

Less  colorful  than  Charlie  Plohn, 
but  also  active  in  the  new-issue  game, 
is  New  York's  C.  E.  Unterberg,  Tow- 
bin  Co.,  headed  by  Belmont  Towbin. 
Among  Unterberg,  Towbin's  half  doz- 
en offerings  this  year  have  been  Car- 
rolls  Development,  The  Franklin 
Mint,  and  Presidents-First  Lady  Spa. 
Other  firms  active  in  bringing  out 
new  issues:  L.  M.  Rosenthal,  New 
York  Securities,  H.  L.  Federman,  S.D. 
Fuller,  Glore  Forgan,  Mitehum,  Jones 
&  Templeton  and  Hambrecht  &  Quist. 

Their  offerings  run  the  gamut  from 
the  wildly  speculative  to  the  gen- 
uinely   promising.    However,    only    a 


small  number  can  turn  out  to  be  a 
Franklin  Mint  or  Four  Seasons  Nurs- 
ing. 

The  temptation  to  stretch  a  bit  on 
quality  is  strong.  Since  the  public  is 
almost  invariably  persuaded  to  put  up 
most  of  the  money  for  verv  little  of 
the  stock,  the  principals  are  both  will- 
ing and  able  to  reward  the  underwrit- 
ers handsomely.  In  1968  Unterberg, 
Towbin  got  only  $100,000  for  a  $1- 
million  issue  of  Franklin  Mint,  plus 
a  fee  for  a  private  placement.  But  it 
also  got  warrants  to  buy  20,000 
shares  at  $5  to  $10.  With  the  stock 
in  the  50s,  those  warrants  are  now 
worth  $850,000.  Such  legitimate  suc- 
cess tempts  people  to  lower  their 
standards. 

In    addition    to    underwriters,    the 


sue  boom  is  '.pawning  a  whole 
►J  new-type  capitalists.  These 
are  people  like  Donald  Reifler,  founder 
of  Los  Angeles'  Portfolio  Management, 
Dan  Lufkin  and  Richard  Hexter  of 
New  Yorks'  Donaldson,  Lufkin  &  Jen- 
rette  and  George  Quist  of  Hambrecht 
&  Qnist.  to  name  a  few.  Their  role  is 
to  nurse  infant  companies  to  the  point 
where  they  have  a  nice  plump  sales 
and  earnings  curve,  then  take  them  to 
market.  They  work  rather  like  feed 
lots  in  the  cattle  business. 

Now  everybody  in  Wall  Street  is 
trying  to  get  into  the  game,  not  only 
the  new-style  houses  but  such  bigger 
established  firms  as  White,  Weld; 
Smith,  Barney;  Kidder,  Peabody  and 
Eastman  Dillon.  Sometimes  they  use 
their  own  money  to  fatten  the  new 
companies,  sometimes  they  form 
groups  of  well-heeled  customers. 

Quite  naturally,  these  bankers  ex- 
pect a  more  substantial  recompense 
than  the  eventual  public  shareholder 
will  get.  Consider  the  case  of  a 
typical  California  scientific  company, 
Drexler  Technology,  Inc.  It  is  the 
creation  of  a  New  York-born  Cali- 
fornian  named  Jerome  Drexler,  an 
electrical  engineer  who  learned  man- 
agement at  Stanford  and  Harvard. 
Drexler,  formerly  of  Varian  Associates, 
started  manufacturing  mierographic 
masks  for  integrated  circuits.  In 
March  1968  he  and  his  partners  raised 
$500,000  on  their  own.  The  original 
$500,000    started    to    run    thin    at    a 


time  when  the  business  was  starting 
to  expand.  In  a  less  speculative  era, 
Drexler  and  friends  might  have  had 
to  give  away  a  big  piece  of  the  equity 
to  refinance.  But  with  the  institutions 
panting  for  action  in  hot  new  com- 
panies, he  had  a  better  alternative. 
He  persuaded  New  York's  Value  Line 
Development  Capital  Corp.  to  buy 
$200,000  in  convertible  preferred.  On 
the  strength  of  the  Value  Line  partic- 
ipation, he  had  little  trouble  selling 
another  $300,000  worth  of  preferred. 
The  buyers  were  both  institutions: 
Wells  Fargo  Investment  Co.,  a 
small  business  investment  company 
owned  by  the  big  California  bank, 
and  C.I.T.  Financial.  Drexler  gave  up 
only  about  10%  of  his  equity  through 
the  conversion  privilege. 

The  actual  process  of  going  public 
is  greatly  helped,  of  course,  if  the 
company  can  show  one  of  these  nice, 
neat  curves  of  rising  earnings.  That 
makes  you  a  "growth"  company  and 
entitled  to  a  high  price/earnings  ratio 
from  an  eager  public.  But  in  the 
early  days,  when  a  company  is  laying 
the  foundations  for  such  a  curve, 
institutional  participation  comes  in 
handy.  The  institution  does  not  neces- 
sarily require  the  magic  curve;  it 
is  willing  to  invest  at  the  low  end 
of  it.  This  sort  of  thing  is  common 
on  the  West  Coast,  which  is  a  real 
hothouse  for  new  companies.  Bank  of 
America,  an  old-timer  at  the  game, 
is   very   active   in   this   field,   through 


THE  FERTILE  SEASON 

•  7  -(■  It's  fashionable  to  talk  about  a  new 
era  and  the  superiority  of  youthful 
companies,  but  the  fact  is  that  it 
takes  a  certain  kind  of  market  to 
spawn  new  issues  in  quantity.  We  had 
such  a  fertile  season  in  1960-61,  but 
new  issue-ing  Languished  after  the 
1962  crash  It  came  to  life  again  in 
1968,  aid  so  far  this  year  it  has  been 
running  wii>  Dace  continues, 

the  total  couid  '  ;iij0n  for  the 

year  (broken  line),  twice  the  1961 
record.  But  the  pace  probably  won't 
continue.  Already  signs  of  weakness 
are  starting  to  show. 


-<nA-. 


_<"  2- 


EXCLUDES  $1.2  BILLION  AT&T  RIGHTS  OFFERING 
P-  PROJECTED,  BASED  ON  FIRST  HALF  DATA 


1960      1961      1962 

i      i 


1964   1965   1966   1967   1968   1969 

— i 1_ 1  ■  ■  , 


26 


FORBES,  JULY  15,  1969 


])r  fct^frMAi 


fROSI 


.ftcro* 


DATED 


s!ecT«' 


mi  £3  Dovme 

\    i's  IS 

Eli 

1 1-1 


■££■■— ■1- 


orr.x- 


rioiricTiis  250.000  sh™ 

Chicken  Unlimited 
Enterprises,  Inc. 

Common  Siotk 
tPac  Value  1.10  Pa  Share) 


^vned^e  s^  ^ 


mospEciiis 


<P 


data  products  corporat 


|  D»TED 


rROSFECTUS 

500.000  Sl«'« 


«»«»  '*■ 


.-v"'""        • ;.■■■'.  W" 


(Voting  Common   Stock,  SI. 00  Par  Value) 

Four  Seasons  Equity  Corporation 

b.t.  at  tb«M  ItcaiitiM  Ib'oIvm  >  hifb  dtcre*  of  nak    (See  "Special  K 


I  1..  h,-!.., 


It  Urn  no  pubtfc  1 


m  iSw  -Tin  ■',„,, ,.,„ 
irkrl  for  Hie  Common  Sloek    TVrf 
id"  CiniiKiny,  ihi    r,„i 


THESE  SECURITIES  HAVE  NOT  BEEN  APPROVED  OR  OISAPPRQ 
SECURITIES  AND  EXCHANGE  COMMISSION    - —    "  — 
PASSED  UPON  THE  ACCI<RA 
ANV  REPRE 


kOSP£C 


TUS 


cs  Technology 

Common  SCO*  ^ 

S    NOB    H»S    T»E         spECTUS 


.(.PROVED  01  Tl 


U  is 


WhlMINAHY   PROSPECTUS 


JeJ  400.01 


DATED  MA) 


WOODLAND  PACIFIC 
MOBILE  PARKS.  INC 


100.000  UNITS 
...J.000    Shan-*    of    Common    Mori 
i2*|                *ilh  B.rr.nu  to  Punch..,    100.000  Sh.r, .  of  („, 
:|a|    THESE  SECURITIES  INVOLVE  A  HIGH  DEGREiJ— -"" 

Wnn^-^3^.,,,, 1 

THESE    ARE       „„„,..-"„,  M  «'-'  ,,,1,-. 


^coa*!*1* 


255,000  Shares 

Anixter  Bros.,  Ing 

Common  Stock 

"■•'»■'...„,..,,,,.„, 


RROSP»CT«? 


lTlM,S^^coRV0^T,ON, 

^THRNAHONXLTIMESB  

.    __  h.t  been  no.P°    lC„„, ne  i",c'  '*" 


THE  FR^KLIN  MINT,  INC. 

Hooo,ooo  \ 

&»«iu.  „  •Sr'l^n^'  *»"'  u.  iw4 


Kooo.ooo 


M.0.7: 


Sm*»  (to*  tw  v^} 


iHH 


Some    of   today's   hot-stock    certificates   will   be   tomorrow's   wallpaper,  only 
worth  the  paper  they're  printed  on.  Like  some  of   1 960-61 's  hot  new  issues. 


it ^  small  business  investment  com- 
pany. Small  Business  Enterprises.  The 
man  who  runs  it.  Senior  Vice  Presi- 
dent Albert  C.  Meyer,  explains  the  ad- 
vantages: "Take  a  small  compan\ 
needing  $100,000.  It  can't  borrow 
that  much,  not  ever  at  13%.  lint 
we'll  make  them  a  loan  and  make  it 
below  even  the  prime  rate  if  they 
are  willing  to  give  us  warrants  or 
debentures  or  even  stock.  It's  the  only 
way  they  can  borrow  and  it's  the  only 
way  a  bank  is  permitted  to  take  .in- 
equity position. 

"We  have  a  rule  of  thumb  on 
these  things,"  Meyer  continues. 
"Within  2%  to  three  years,  the  growth 
"will  be  such  that  they  can  be  taken 
public  by  a  good  broker.  We  might  at 
that  point  take  some  of  our  profit. 
The  next  step,  another  year  or  two 
later,  is  when  the  company  looks  at- 
tractive enough  for  a  big  company 
to  acquire  it."  SBEC  looks  for  two  to 
three  times  its  money  back  on  aver- 
age. Meyer  concedes  that  even  Bank 
of  America  has  come  up  with  real 
winners  only  about  one-third  of  the 
time  in  the  past  decade.  But  it  sel- 
dom loses  money  because  its  loans 
are  usually  recovered. 

The  advantages  of  such  deals  are 
clear,  both  to  the  promoter  himself 
and  to  the  institutions   that  come  in 


at  the  second  stage.  The  promoter 
retains  control  of  what  can  be  a  very 
big  deal  with  only  a  small  starting 
investment;  the  institution  gets  a 
smaller  but  more  protected  piece  of 
(lie  action.  By  the  time  the  public 
is  invited  in,  both  the  promoters  and 
the  second-stage  investors  have 
taken  the  best  pieces,  leaving  the 
public  the  risk;  thus  only  in  rare  cases 
can  the  public  hope  to  come  out 
ahead  in  the  long  run.  This  is  clearly 
temptation  to  supply  the  burgeoning 
demand  by  manufacturing  new  com- 
panies or  remodeling  existing  ones. 

Nursing  a   Winner 

National  Environment  (Natec) 
started  in  1949  as  Sproul  Homes 
Corp.  Sproul  Homes  had  been  in 
business  since  1949  building  FHA- 
financed  bousing  in  the  West — mainly 
in  Nevada,  New  Mexico  and  Cali- 
fornia. Sproul  ran  into  trouble  in  the 
Western  housing  market  in  recent 
years  and  operated  in  the  red  two 
years  running.  In  early  1968  Elmer 
Sproul  went  to  an  acquaintance,  Mer- 
rill Bolhamley,  executive  vice  presi- 
dent of  Los  Angeles'  Portfolio  Man- 
agement, seeking  advice  and  capital. 
He  got  both.  The  principals  in  Port- 
folio Management,  President  Donald 
Reifler,  Bothamley  (who  went  on  the 


home-builders'  board)  and  others,  took 
positions  in  Sproul  Homes,  and  things 
have  not  been  the  same  since. 

Sproul  had  1.2  million  shares  out 
which  sold  as  low  as  $2.25  a  share  in 
1968,  when  Elmer  Sproul  went  for 
help.  Today  it  has  3.7  million  shares, 
three  times  as  many,  and  its  market 
value  this  year  has  been  $25  a  share, 
ten  times  as  great.  Sproul  Homes  no 
longer,  the  company  is  called  National 
Environment  Corp.  It  is  still  a  home 
builder,  but  it  is  also  in  wholesale 
liquor,  nursing  homes,  insurance,  soft 
drinks  and  restaurant  franchising.  It 
is,  in  effect,  a  new  company,  but  be- 
cause it  used  the  shell  of  an  old  one, 
it  was  able  to  bypass  the  muss  and 
fuss  of  a  public  offering. 

The  first  money  to  give  the  com- 
pany a  new  look  came  from  Winfield 
Growth  Fund — $3  million  in  August 
1968.  Natec  turned  itself  into  a  junior 
conglomerate,  a  corporate  form  much 
appreciated  in  California.  Natec  be- 
came popular  in  the  stock  market  and 
the  rest  followed  fairly  easily. 

The  whole  deal  was  a  model  of 
efficiency.  A  rising  stock  price  con- 
jured up  the  prospect  of  further  rises. 
This  created  market  value  for  buying 
companies,  which  in  turn  generated 
more  activity  and  further  rises  in  the 
stock's  price.  Big-nam^  underwriter 
Eastman  Dillon  brought  California's 
Fred  Carr  of  SMC  Investment  Corp. 
into  the  act.  SMC  lent  National  En- 
vironment $10  million  at  a  low  6% 
rate  in  return  for  warrants  to  buy  1 
million  shares  at  up  to  $18  a  share 

Using  this  cheap  money,  in  April 
and  May  Natec  picked  up  a  nursing 
home  operation,  took  an  interest  in  a 
Pepsi  Cola  bottler  and  announced  it 
would  build  three  more  nursing 
homes.  In  June  Natec  gave  out  $8 
million  is  promissory  notes  for  18%  of 
a  small  conglomerate  in  Hawaii. 

The  money  kept  pouring  in.  On 
May  15,  1969,  Eastman  Dillon  again 
came  to  Natec's  aid.  Eastman  placed 
$7  million  worth  of  financing  with 
Investors  Diversified  Services  in  ex- 
change for  437,500  shares  of  stock, 
$16  per  share,  plus  warrants  on 
218,750  more  shares  at  $26.  So  from 
Merrill  Bothamley  and  Portfolio  Man- 
agement we  have  come  up  to  East- 
man Dillon  and  IDS.  During  this  time 
the  company's  sales  have  gone  from 
$9  million  to  $74  million,  but  the 
total  market  value  of  its  stock  had 
zoomed  from  $2.7  million  to  $74 
million.  Meanwhile  Natec  ha:;  a  pub- 
lic relations  firm  sending  releases  that 
begin:  "I  believe  there  is  a  strong  pos- 
sibility National  Environment  Corp. 
will  be  the  West  Coast's  next  Lit- 
ton .  .  ." 

The     market's     responsi .  eness     to 
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The    South    Sea    Bubble:    Among    the    go-go    items    were    sailcloth 
makers  and  homes  for  little  bastards.  Has  anything  really  changed? 


"growth"  creates  inevitable  tempta- 
tions to  dress  up  balance  sheets  and 
earnings  statements.  In  a  brilliant 
article,  Alan  Abelson  in  Barron's  re- 
cently unravelled  the  complicated 
bookkeeping  involved  in  Downe  Com- 
munications. This  magazine-publish- 
ing and  mail-order  concern  left  no  ac- 
counting stone  unturned  to  create  the 
kind  of  growth  curve  today's  specula- 
tors so  dearly  love. 

Whatever  the  purists  may  think  of 
its  bookkeeping,  few  can  fault 
Downe's  underwriting  efforts.  Cogan 
Berlind  Weil  &  Levitt  raised  $2.2 
million  just  over  a  year  ago,  selling 
20%  of  the  common  stock  to  the 
public.  The  firm  got  60,000  shares 
of  stock  for  $200,000  in  addition  to 
its  $165,000  underwriting  fee;  the 
stock  alone  is  now  worth  $1.4  million. 
Late  last  year  Smith,  Harney  &  Co. 
placed  another  issue  of  the  stock  with 
institutions  lor  $15  million;  this  was 
restricted  or  letter  stock  and  carried 
a  price  of  28)a,  a  discount  of  about 
40%  from  the  then  market  price.  The 
stock  soared  in  the  meantime  from 
$3.30  a  share  (adjusted  for  splits)  to 
as  high  as  $65  in  under  a  year.  That 
made  the  company  worth  a  theoret- 
ical total  ol  S200  million  at  its  high. 
At  that  time  McGraw-Hill,  the  estab 
lished  and  successful  publishing  firm, 
had  a  market  value  of  only  $750  mil- 
lion although  it  has  20  times  Downe's 
revenues,  30  times   its   assets  and  20 


times  its  earnings. 

Downe  is  now  way  down.  It  re- 
cently sold  around  $24  a  share.  But 
the  original  investors  and  the  insti- 
tutional money  men  are  feeling  only 
modest  pain.  As  soon  as  the  Securities 
&  Exchange  Commission  will  let 
them,  they  plan  to  offer  685,000  of 
their  shares  in  a  forthcoming  secon- 
dary. These  shares  cost  anywhere 
from  a  few  cents  a  share  to  $20. 

Among  the  major  stockholders: 
Edward  R.  Downe  Jr.,  the  chairman 
and  founder;  Eric  M.  Javits,  a  direc- 
tor and  nephew  of  the  New  York 
Senator.  Among  the  sellers  will  be: 
the  Morgan  Guaranty  Pension  Trust; 
Oppenheimer  Fund;  Sears,  Roebuck 
Pension  Fund;  Manhattan  Fund  and; 
A.  W.  Jones  &  Co. 

Note  the  name:  Downe  Communi- 
cations. Why  not  Downe  Publishing? 
Or  Downe  Magazines?  Because  these 
sound  old-lashioned — printing  presses, 
ink,  paper.  "Communications''  sounds 
electronic,  with-it,  go-go.  It  is  remi- 
niscent of  Marshall  McLuhan  rather 
than  Cyrus  H.  K.  Curtis.  Thus  when 
Minnie  Pearl's  Chicken  System  began 
to  act  tired,  it  got  a  name  change. 
Diversifying  into  roast  beef,  educa- 
tion and  play  centers,  it  is  now  known 
as  Performance  Systems,  Inc. 

But   Does   It    Work? 

One  of  the  neatest  sequences  in 
the  current   boom   involved   Danbury, 


Conn.'s  Graphic  Sciences,  Inc.,  started 
by  a  couple  of  ex-Xerox  men  in  late 
1967  and  underwritten  by  New 
York':;  S.D.  Fuller  &  Co.  at  $10.  The 
officers  had  acquired  51%  of  the  then 
887,000  shares  outstanding  at  58 
cents  a  share.  The  underwriter  then 
sold  50,000  warrants  acquired  at  one 
cent  for  $10  each.  As  the  funds  began 
clambering  aboard,  Graphic's  scarce 
stock  soared  to  $125  within  a  year 
and  a  half,  giving  the  officers  and  in- 
stitutions a  handsome  paper  profit.  At 
.this  price  Graphic  Sciences  had  a 
total  market  value  of  $110  million; 
yet  its  sales  were  only  $1.3  million, 
equity  $1.6  million. 

The  next  step  was  a  spinoff  of  a 
subsidiary  called  GSI  Computer  in 
March  1969;  its  main  asset  was  the 
intention  of  developing  time-sharing 
services  and  establishing  communica- 
tions centers.  GSI  went  public,  with 
the  parent  holding  80%  of  the  stock 
and  the  public  getting  20%  for  $13.5 
million.  This  meant  that  Graphic's 
holdings  in  the  new  company  had  a 
paper  value  of  over  $40  million.  GSI 
computer,  brought  out  at  $27  in  the 
spring  of  1969,  now  sells  at  $12, 
which  leaves  the  public  with  a  loss; 
but  the  parent  company  is  less  shaky, 
though  still  in  the  red,  and  the  original 
investors  and  institutions  have  been 
taking  big  profits  in  Graphic  Sciences. 

The  Dream  Thaf  Fuels  Dreams 

Every  promoter  dreams  of  creating 
a  Four  Seasons  Nursing  Center  of 
America.  Four  Seasons  was  bought 
out  by  Walston  &  Co.  in  May  1968  at 
$11  a  share.  It  might  have  been  just 
another  nursing  home  stock,  burning 
brightly  for  a  year  and  then  collaps- 
ing, but  this  one  had  the  right  spon- 
sorship. It  also  had  a  great  salesman 
for  president.  Jack  Clark,  43,  a  man 
who  nine  years  ago,  in  his  own 
phrase,  "was  scrubbing  nursing  pans." 

Clark  had  gotten  into  the  real- 
estate  business  and  was  building 
nursing  homes.  He  found  that  he 
could  build  them  cheaper  if  they 
were  strictly  standardized.  He  even- 
tually took  to  managing  them.  Then 
came  Medicare  and  the  whole  field 
of  nursing  homes  burst  open. 

But  he  was  able  to  go  just  so  far 
on  the  capital  he  could  raise  in  local 
and  regional  banks.  So  he  went  look- 
ing for  an  underwriter  and  met  an 
account  executive  with  Walston's  Los 
Angeles  office.  "He  wanted  to  go  pub- 
lic," according  to  Glen  Miller  to 
whom  the  deal  was  referred.  Miller, 
an  executive  vice  president,  felt  it  was 
"premature.  Clark  had  no  track  record, 
so  we  told  him  to  make  a  private 
deal  first.  He  also  needed  finan- 
cial controls  and  a  treasurer.  We 
(Continued  on  page  33) 
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)ur  contribution  to  society:  72°. 


Man  wasn't  fashioned  for  temper- 

i:  extremes   Most  people  agree  that 

l-grees  Fahrenheit  is  the  most  com- 

|[ble  level.  So  Lear  Siegler.  Inc.  had  to 

ature  one  better— with  heating  and 

Dnditioning  that  puts  the  Temperate 

at  your  control,  regardless  of  season. 

And  demand  for  this  comfortable 

onment  is  grow  ing  even  faster  than 

rapidly  growing  population.   As  a 

er  of  fact,  almost  tw  ice  as  fast. 


What  does  the  future  hold?  In  the 
next  ten  years,  from  1%9  to  1978,  fore- 
casters predict  nearly  a  50%  increase  in 
the  number  of  new  homes  built.  By  1978, 
experts  also  predict  a  500%  increase  in 
the  number  of  homes  and  apartments 
rebuilt  each  year. 

And  mobi  le 
homes  are  also  grow- 
ing fa;  i  32$  in- 
crease last  vear  alone 


—  according  to  experts.  LSI  supplies 
climate  control  to  one  out  of  every  five 
mobile  homes.  These  are  impressive 
growth  figures.  The  efficiency,  accuracy 
and  stability  of  our  climate-control  sys- 
tems and  products  make  them  one  of 
our  most  comfortable  assets.  We're  LSI 

—Lear  Siegler,  Inc. — the  company  that 

T  par  Si^aW  \t\r     gives  you  total  con" 

Lear  aiegier, inc.  troi  over  tneTem- 

Santa Monica, California    perate  Zone. 


Compare  the  Logos  328  with 

any  electronic  printing  calculator. 

Logos  328  has  the  highest  capacity. 

It  prints  upto22  digits.  And  it  calculates  in 

milliseconds.  About  as  quick  as  a  wink. 

Logos  328  has  the  fewest  control  keys. 

Tap  one  key  for  square  root.  Another 

for  percentage  mark-up  or  mark-down. 

A  third  to  raise  a  number  to  a  power. 

It's  satisfyingly  simple  to  use. 


The  Olivetti  Logos  328: 

an  electronic  calculator 

that  does  more  than  just  print 


Logos  328  has  the  most  registers, 
six  in  all.  It  can  hold  on  to 
intermediate  results.  And  recall 
them  automatically.  It  cuts 
big  problems  down  to  size. 
Logos  328  can  solve  your  calculating 
problems.  Look  us  up  in  the  Yellow  Pages 
under 'Adding  &  Calculating  Machines'.' 


Logos  328  Actual  size:  15"  x  10-1/2"  x  18-2/3"  deep.  115  volts  AC. 


As— Arsenic  •  Au— Gold  •  Bi— Bismuth 
-Palladium  •  Pt— Platinum  •  S— Sulfur 


i  Cd— Cadmium 
Sb— Antimony  • 


Cu— Copper  • 
Se— Selenium 


In— Indium  •  Mg— Magnesium  •  Mo— Molybdenum  • 
•  Sn— Tin  •  Te— Tellurium  •  Tl— Thallium  •  Zn— Zinc 


Modernization  of  America's  metropolitan  areas 
will  create  a  tremendous  demand  for  the  ma- 
terials symbolized  above.  Asarco,  through  a 
carefully  planned  expansion  program,  will  be 
ready  to  help  fill  the  future  needs  for  these 
important  materials. 

Recently  we  increased  by  35%  our  capacity 
to  produce  refined  copper,  and  we  are  currently 
developing  several  promising  ,'ilver  properties. 
Last  year  in  Glover,  Mi  sour:  we  opened  the 
first  new  lead  smelter  and  refine  y  in  the  United 


States  in  40  years.  A  new  high-purity  metals 
facility  will  go  on  stream  shortly  in  Denver, 
Colorado. 

Exploration  for  new  mineral  deposits  has 
been  intensified,  while  existing  mines  in  this 
country  and  overseas  are  being  expanded. 

New  and  improved  facilities  will  make  the 
processing  of  ores  more  efficient,  while  con- 
tinued research  will  make  Asarco's  materials 
even  more  valuable  for  thousands  of  industrial 
and  consumer  products. 


AMERICAN  SMELTING  AND   REFINING   COMPANY 


ASARCO 


120  BROADWAY,  NEW  YORK,  N.  Y.  10006 


i  Continual  from  peg*  28 
proposed  a  Sl-million  loan  from  an 
insurance  company.  I  was  surprised 
that  they  turned  it  down.  So  we 
decided  we  would  place  it  with  in- 
dividuals. Top  officers  of  Walston  took 
down  half  of  the  convertible  preferred 
through  Montgomery  Co.,  a  private 
partnership,  and  the  rest  was  placed 
with  various  individuals.  We  had  just 
gotten  into  the  venture-capita]  busi- 
ness. Little  did  we  realize  how  snc- 
Ful  it  was  going  to  be. 

"By  Ma)  1968  we  felt  they  were 
ready  for  a  small  public  offering  at 
$11.  There  had  already  been  two 
before  us  in  the  nursing  home  stocks 
and  both  had  been  well  received. 

"The  shares  soared  into  the  high 
50s  by  the  fall  of  1968.  The  pre- 
ferred stock  was  split  3-for-l  before 
the  offering;  so  our  cost  was  s 
We  had  150.000  shares  and  sold 
75,000  at  the  November  1968  offering 
ot  58.  Since  then  that  stock  has  been 
split  2-for-l  and  the  stock  is  now 
setting  in  the  mid-60s.  So  Montgom- 
ery Co.  has  a  big  profit  and  still  owns 
150.000  shari 

In  addition,  Walston  owns,  for  cus- 
tomers, something  like  300.000  shares. 
A  second  offering,  larger)  a  second- 
ary of  4l>7.00<>  s|,,  .s.-,o  came 
out  in  November  for  s2()  million.  It 
was  from  officers,  directors  and  original 
investors  who  had  gotten  the  stock  for 
just  a  few  dollars  a  share.  Today,  the 
market  value  of  the  company,  ex- 
ceeds S200  million. 

It  is  open  to  question  whether  Four 

Seasons  stock  is  reallv  worth  an) 
thing  like  the  80  times  earnings  it 
present!)  commands,  lint  to  the  orig- 
inal stockholders  that  is  almost  irrele- 
vant Jack  Clark — a  millionaire  man) 
rimes  over — is  effusive  in  his  grati- 
tude to  his  early  backers.  Says  he: 
"Without  the  institutions  I  would  be 

Constructing  under  3,000  beds  instead 
of  the  20.000  now  under  construc- 
tion."  And    Walston   &  Co.    is   a    hero 


with   its  institutional  customers. 

There  have  been  many  fabulous 
fortunes  made — at  least  on  paper — 
from  current  new-issue  boom:  Ross 
Perot's  $400  million  or  so  undoubtedly 
tops  tlie  list,  but  other  big  winners 
include  men  like  Jack  Massey.  Saul 
Steinberg  and  Sam  Wylv. 

Thus  have  huge  values  been 
created  out  of  very  little.  Realizing 
the  "values,"  however,  may  not  al- 
ways be  easy.  Downe's  comedown 
shows  this,  and  another  story  also  illus- 
trates the  point.  A  highly  respected 
mutual  fund  organization  owns  a  hot- 
stock  fund.  It  recently  decided  to  take 
some  profits  in  a  new  issue  that  it 
bought  at  an  average  cost  of  $20  a 
share.  The  market  price  was  $60. 
being  realistic,  the  fund  decided  to 
try  to  get  S50-S55  a  share.  Word  got 
out  who  was  doing  the  selling  and 
how  big  the  potential  overhang  was — 
as  inevitably  it  must  in  these 
small,  thin  markets.  "The  next  thing 
we  knew."  says  the  fund  manager, 
"the  market  disappeared.  The  stock 
was  being  quoted  at  40,  then  35.  We 
had  no  choice  but  to  pull  back."  Re- 
cently the  stock  "sold"  at  75  and  the 
lund's  portfolio  looked  better  than 
ever,    but   was   it.   really? 

Some  fund  managers  and  other  per- 
formance types  plav  this  game  quite 
cynically.  "Thev  use  their  brokerage 
power  to  force  underwriters  to  give 
them  a  good  chunk  ol  a  new  under- 
writing," explains  one  mone)  man- 
ager. "Then  they  start  buying  the 
stock  in  the  open  market,  which  is  a 
thin  market,  and  thus  force  the  stock 
up.  With  a  relative])  small  amount  of 
buying  they  thus  produce  a  nice  gain 
in  their  portfolio.  This  makes  their 
performance  look  good  and  it  brings 
in  more  public  money  and  thev  re- 
peat the  whole  process." 

All  this  is  not  restricted  to  new 
issues,  ol  course.  Thin  Amex  stocks, 
old  companies  with  new  "stories"  have 
been  taken  oil  the  back  shelves,  dusted 


off  and  sold  like  hot  cakes.  Lionel 
Corp.  was  a  feature  of  the  1959-61 
hot-stock  market,  running  from  10  to 
35  in  about  two  years,  only  to  fall  to 
4  a  few  years  later.  In  late  1968 
it  got  new  management  and  a  new 
"story,"  and  last  year  ran  up  past  20 
again  on  heavy  volume.  Today  it  is 
back  to  less  than  10  and  yet  another 
generation  of  hot-stock  speculators 
has  been  burned. 

$1   Billion  Bui  No  Quotes 

That  all  this  must  end  in  a  bust 
is  hardly  a  controversial  statement. 
Already  there  are  signs  that  the 
shakeout  may  be  under  way.  Prob- 
ably the  biggest  collector  of  hot  stocks 
and  new  issues  in  the  country  is 
California's  Enterprise  Fund.  Its  as- 
sets, nearly  $1  billion  at  the  begin- 
ning of  1969,  were  spread  over  some 
400  issues,  a  majority  of  them  small; 
20/f  were  unlisted,  7%  letter  stock. 
Enterprise  was  a  hot  performer  in 
1968,  increasing  its  net  asset  value  by 
44%.  This  year  it  has  been  a  notable 
laggard,  down  nearly  20%  in  the  first 
half.  An  enterprising  reporter,  Robert 
Metz  of  The  New  York  Times  pointed 
out  in  his  column  late  last  month  that 
during  the  previous  week  the  news- 
papers did  not  quote  Enterprise 
stock.  Metz  asked  the  fund's  boss,  the 
much-publicized  Fred  Carr,  why. 
Metz  was  told  it  was  because  Enter- 
prise couldn't  get  reliable  quotes  on 
many  of  its  stocks.  Mark  this:  Enter- 
prise was  just  trying  to  get  reliable 
quotes,  not  sell  these  stocks. 

In  a  way  it  will  be  too  bad  if  all 
this  culminates  in  a  full-scale  1962- 
like  crash,  for  many  sound,  promising 
companies  are  coming  into  being  to- 
day which  might  not  have  had  a 
chance  without  this  kind  of  specula- 
tive money.  But  there  is  a  difference 
between  raising  money  to  start  com- 
panies, and  the  other  extreme  of  start- 
ing companies  for  the  puipose  of 
raising  money. 


Company 


Hot  &  Cold  Running  Stocks 

Here  were  some  of  the  hot  stocks  of  1959-62  that  either  cooled  off  or 
went  into  deep  freeze.  Investors  took  horrendous  losses  in  some  of  them. 


Offering 
Price 

3 

27 
18 
20 
10'/2 

1 

1 
21 

5 

6 

9 


Price 
Range 

34      - 

27%-4'/8 
26    -5>/i 
51     -6 
25%-' 
13%-* 

55/8- 
27%-4% 

9%-' 
371/2* 
233/4.2% 


Recent 
Price 


American  Int'l  Bowling 

Armstrong,  A.  J. 

Barton  Distilling 

Bowl-Mor 

Bzura 

Dunn  Engineering 

Electro-Nuclear  Systems 

First  Lincoln  Financial 

Leeds  Homes 

Lence  Lanes 

Maust  Coal 

'Companies  either  bankrupt  or  in  bankruptcy  proceedings      tWent   into  bankruptcy  proceeding  and   reorganized  in  1963. 


7% 
10 


ioy4 

2% 


Company 

Maxam 

Mercury  Photo 
Missile-Ironies 
National  Video 
Precision  Microwave 
Scantlin  Electronics 
Simon  &  Schuster 
Solar  Systems 
Tastee-Freezf 
21  Brands 


Offering 

Price 

Recent 

Price 

Range 

Price 

20% 

223/4-* 

* 

5 

12%-* 

* 

1% 

2    -* 

* 

3% 

120    -2%* 

2%* 

10 

10     * 

* 

12 

41%-4 

7% 

26 

41     -3% 

5»/4 

2 

95/s-* 

* 

13 

27%-l% 

10% 

10 

15%-33/a 

8% 
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It  is,  of  course,  easy  to  blame  it  all 
on  the  public's  greed.  But  in  the  end, 
the  public  must  rely  on  the  reputa- 
tion of  the  broker,   not   on   the  pro- 


spectus; who  listens  to  its  quite  voice 
when  the  bands  play  rock  'n'  roll? 
But  if  it  all  ends  in  disaster,  the  pub- 
lic  is    not   likely    to    blame    its    own 


greed.  It's  the  same  old  story,  from 
the  South  Sea  Bubble  to  1929  and 
1962:  Caveat  emptor  has  a  way  of 
turning  into  caveat  vendor.  ■ 


It's  axiomatic 

that  in   a 

new  issue  the  public  gets  the 

multiple 

was  a  staggering  eight  times 

book  value. 

short 

end  of  the  deal.  Of  course,  in  the  happiest  situa- 

The    table    also 

reveals   the   great 

spread    between 

tions 

the    pu 

blic    still    makes    out,    but   the    odds    are 

what  the 

public  gets  for  the  money  it 

suts  in  an 

d  what 

agai 

ist  it.  Stu 

dy  the  following  table.  It  shows  the  great 

the  promoters  and 

early  investors  get. 

For  exam 

pie,  in 

disparity  between  the  pri 

ces  at  which  the  firms  are  capi- 

Californi 

a  Medical 

Center  th( 

;   public 

put  in   79%    of 

talized  by  the 

underwriters  (column  marked  "Total  Mar- 

the  equity  money  1 

Duf  got  on 

ly  40% 

of  the  stock.  In 

ket  Value  at  Offering")  and  the  actual  amount  of  equity 

Scientific 

Components,  the   public  put 

in   81% 

of  the 

capital    (next 

column). 

For    example,    Data    Products 

equity  capital,  got 

anly  32% 

of  the  stock. 

went 

public  at  five  times 

book  value,  and  so  did  Geri- 

Note 

also  that  offering  prices  in  excess  of  50  times 

care 

Nursing 

Centers.  In 

the  case  of  Applied  Logic,  the 

earnings 

are  not  uncommon. 

Total 

Equity 

Latest 

Market 

Capital 

Total 

Shares 

12  Months 

Value  At 

After 

%  Equity 

%Stock 

Shares 

In  Public 

Offering 

Recent 

Earnings 

Offering 

Offering 

Contributed 

Offered  By 

Outstanding 

Hands* 

Price 

Price 

Per  Share 

Company  (Date  offered) 

(000) 

(000) 

By  Public 

Company 

(000) 

(000) 

1968  New  Offerings 

12.50 

13% 

0.67 

AIC  Photo  (8/6) 

$  13,750 

$  3,710 

30 

9 

1,100 

310 

20 

31 

0.61 

American  Medicorp  (5/2) 

30,000 

7,380 

86 

46 

1,500 

690 

16 

14% 

0.62 

Barwick,  E.T.,  Industries  (8/8) 

144,000 

25,314 

ot 

0 

9,000 

500 

10 

11 

0.14 

Calif.  Medical  Center  (11/12) 

5,000 

2,235 

79 

40 

500 

240 

12 

22% 

0.59 

Chicken  Unlimited  (11/25) 

12,120 

3,293 

83 

25 

1,010 

250 

10 

6% 

0.07 

Commonwealth  Industries  (6/20) 

3,010 

884 

118 

40 

301 

120 

15.50 

123/4 

0.38 

Data  Products  (2/28) 

65,178 

13,037 

33 

7 

6,172 

405 

3.33 

23 

0.47 

Downe  Communications  (5/1) 

10,000 

2,740 

63 

20 

3,947 

660 

5.50 

653/4 

0.39 

Four  Seasons  Nursing  (5/9) 

13,200 

4,620 

64 

25 

3,200 

720 

5 

11% 

NA 

Gamma  Process  (1/31) 

2,776 

1,027 

83 

36 

555 

200 

12.50 

34 

0.70 

General  Education  Service  (10/29) 

18,163 

3,388 

33 

7 

1,453 

215 

17 

U% 

1.04 

Gorins  Inc.  (12/3) 

17,000 

13,794 

ot 

0 

1,000 

364 

13.50 

13% 

0.69 

Industrial  Air  Products  (12/10) 

16,511 

7,367 

ot 

0 

1,223 

325 

6.50 

28% 

0.57 

Leisure  Group,  Inc.  (3/6) 

11,947 

3,671 

56 

19 

1,838 

350 

10 

29 

0.27 

Medic  Home  Enterprises  (6/20) 

8,970 

3,337 

79 

33 

897 

300 

17.50 

20% 

0.45 

National  Beef  Packers  (8/15) 

8,768 

4,711 

80 

47 

501 

235 

13.75 

9 

0.06 

Nationwide  Industries  (3/6) 

7,370 

3,966 

61 

37 

1,340 

500 

5 

12 

NA 

Nisarc  Computers  Ltd.  (8/21) 

1,525 

518 

84 

34 

305 

105 

6.67 

13 

0.67 

Performance  Systems  (5/1) 

34,000 

9,571 

77 

23 

5,100 

1,175 

14.75 

11% 

0.87 

Robinson  Furniture  (12/17) 

14,013 

5,093 

38 

16 

950 

350 

32 

42 

1.17 

Saga  Administrative  Corp.  (10/24) 

50,272 

7,751 

ot 

0 

1,571 

321 

26 

43V4 

1.64 

Schaefer  F&M  (11/27) 

47,580 

37,330 

97 

82 

1,830 

1,500 

25 

27 

1.19 

STP  Corp.  (9/26) 

142,000 

29,290 

56 

12 

5,700 

700 

6.50 

93/4 

0.59 

.  Unibraze  Corp.  (7/16) 

4,979 

2,168 

52 

26 

766 

200 

10 

16% 

0.43 

United  Convalescent  (1/25) 

15,000 

5,085 

93 

33 

1,500 

529 

21 

10% 

1.19 

Universal  Airlines  (11/1) 

42,000 

8,679 

67 

15 

2,000 

300 

8.75 

11% 

0.84 

Wiener  Shoes  (11/14) 

4,375 

1,683 

ot 

0 

500 

150 

13.38 

11 

0.57 

Wigwam  Stores  (7/25) 

9,286 

5,089 

67 

40 

694 

333 

1969  New  Offerings 

25 

23 

0.12 

Applied  Logic  Corp.  (3/12) 

54,250 

6,727 

68 

9 

2,170 

224 

10 

10 

NA 

Broadway  Joe's  (3/20) 

7,300 

2,015 

87 

27 

730 

200 

13 

18% 

0.79 

Carrols  Development  (1/14) 

13,000 

4,635 

49 

20 

1,000 

200 

26.50 

18% 

1.37 

Daniel  Construction  Co.  (3/12) 

39,750 

30,077 

ot 

0 

1,500 

400 

20 

343/4 

0.75 

General  Health  Services  (2/6) 

29,480 

5,925 

59 

14 

1,474 

450 

10 

18 

0.10 

Geri-Care  Nursing  Centers  (1/13) 

9,000 

1,890 

82 

20 

900 

270 

10.50 

9% 

0.73 

Good  L.S.  &  Co.  (5/20) 

8,411 

4,931 

19 

12 

801 

200 

15 

37% 

NA 

Integrated  Resources  (2/17) 

13,050 

2,995 

91 

23 

870 

200 

10.75 

85/8 

0.80 

Lockwood  (4/16) 

12,793 

5,104 

35 

16 

1,190 

190 

13.50 

83/4 

0.89 

Marcus,  Herman  (2/6) 

6,008 

1,820 

31 

10 

445 

210 

15 

H3/8 

NA 

Medical  Services  R.H.  (3/18) 

16,575 

5,689 

67 

25 

1,105 

480 

17.50 

12 

1.10 

National  Silver  Industries  (5/21) 

15,750 

4,800 

ot 

0 

900 

360 

10 

8 

def. 

Oceans  General  (6/3) 

3,184 

1,977 

87 

63 

318 

200 

8 

145/8 

NA 

Professional  Health  Services  (2/27) 

6,664 

2,182 

78 

30 

833 

250 

5 

12% 

NA 

Scientific  Components  (5/8) 

4,650 

1,597 

81 

32 

930 

300 

15 

73/4 

0.18 

Skyline  Oil  (4/30) 

19,755 

4,282 

19 

5 

1,317 

500 

7.50 

10% 

0.15 

Stage  Delicatessen  (3/3) 

5,250 

679 

— 

31 

700 

220 

15 

24% 

d0.85 

Viatron  Computer  Systems  (3/12) 

46,470 

12,856 

85 

26 

3,098 

800 

'Includes  shares  sole 

by  stockholders 

tProceeds  of  offering  went  to  selling  stockholders  only,   def 

•Deficit.     NA— 

Not  available. 
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•  •  •  the  deep  -  earth's  last  frontier.  The  dark,  silent  world  beneath  the 
100  times  more  fertile  than  the  land,  the  sea  is  a  tremendous  storehouse  of  oil,  copper,  gold,  iron, 
jr,  uranium,  diamonds ...  at  least  50  elements.  And  Crane  is  a  part  of  this  vital  harvest.  The  creative 
tsmen  of  Crane  have  come  to  grips  with  the  hostile  deep.  Very  special  Crane  valves  and  pumps 
designed  to  combat  paralyzing  pressures  inside  and  out ...  adapted  to  an  inhospitable  salt  water 
ironment . . .  engineered  to  operate  flawlessly  where  service  crews  will  never  venture.  It's  problems 
|  these  that  bring  out  the  best  in  Crane.  Especially  when  the  rewards  are  so  great.  The  sea- inviting 
forbidding.  A  paradox  that  promises  solutions  to  problems  while  posing  problems  of  its  own.  Ex- 
ting  the  vast  riches  of  the  deep  is  a  growing  challenge.  But  as  the  challenge  grows,  so  grows  Crane. 
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Pie  in  the  Sky  (Oceans  Division) 

The  hoped-for  boom  in  the  ocean  business  has  proved  an  il- 
lusion. A  few  little  companies  are  making  a  living  from  be- 
neath the  water— but  only  in  narrow,  highly  specialized  markets. 


Whatever  happened  to  the  great 
"wet-space"  boom  that  only  a  few 
years  back  was  supposed  to  be  just 
around  the  corner?  Only  three  years 
ago  (Forbes,  May  15,  1966),  West- 
inghouse  Electric  Corp.'s  underseas 
division  chief,  John  H.  Coltworthy, 
estimated  that  "10%  of  the  corpora- 
tion's sales  will  come  from  under- 
water products  .  .  .  within  another 
nine  years."  Using  the  company's  own 
sales  projections,  that  would  mean 
ocean  sales  of  nearly  a  half-billion 
dollars  by  1975. 

Now,  other  Westinghouse  officials 
admit  that  their  predictions  were 
"way  off."  "The  war  hurt  us  on  this, 
and  so  has  the  vast  expense  of  the 
space  program,"  says  Morris  S.  Ma- 
covsky,  manager  of  the  Westinghouse 
Ocean  Research  &  Engineering  Cen- 
ter at  Annapolis.  "And  the  great  boom 
in  the  underwater  oil  business  turned 
out  to  be  pie  in  the  sky." 

For  budgetary  reasons,  the  Nixon 
Administration  has  cut  out  a  $14-mil- 
lion  program  for  nondefense  ocean 
work  that  includes  $3  million  for  leas- 
ing nearly  a  dozen  weird-looking  re- 
search submarines  that  aerospace  com- 
panies and  others  have  cranked  out  at 
enormous  expense.  In  this  sense,  wet 
space,  like  outer  space,  is  suffering 
from  Vietnam  and  the  taxpayers'  re- 
volt. But  there  are  several  other  prob- 
lems, too. 

Companies  such  as  Westinghouse, 


Lockheed,  General  Dynamics,  Rey- 
nolds Metals,  North  American  and 
Grumman  are  estimated  to  have  sunk 
more  than  $100  million  of  their  own 
money  into  these  civilian  submarines, 
few  of  which  show  signs  of  ever  be- 
ing able  to  yield  anything  but  more 
red  ink  on  undersea  P&L  statements. 
Now,  according  to  one  gloomy  exec- 
utive of  an  aerospace  company  under- 
seas division,  "It's  getting  harder  and 
harder  to  keep  top  management  in- 
terested  in   this   thing." 

Look  what's  happened  to  some  of 
the  $100  million  worth  of  research 
submarines: 

•  Westinghouse  —  The  Deepstar 
submarine  is  just  "sitting  around  wait- 
ing for  a  customer."  A  second  Deep- 
star,  soon  to  get  its  first  sea  trial, 
"will  be  used  in  company  research." 
In  other  words,  no  business. 

•  Lockheed — Deep  Quest  submar- 
ine is  in  overhaul.  Some  of  the  crew 
have  been  transferred,  some  laid  off. 
A  "trimmed  down"  crew  is  planned 
for  the  company's  own  research  dives 
later  this  year. 

•  General  Dynamics — Star  II  is 
sitting,  unused,  in  the  company's  San 
Diego  Marine  Technology  center. 
Star  III  is  returning  home  from  the 
North  Sea  with  "no  jobs  lined  up." 

•  Reynolds  Metals'  Submarine  Ser- 
vices— The  Aluminaut  is  "just  sitting 
waiting  for  a  Navy  contract  or  what- 
ever we  can  get." 


Way  Down.  This  two-man  sub  was  built  for  University  of  Pennsylvania 
archeological  research  by  General  Dynamics.  It  can  descend  to  600  feet. 
Unfortunately  for  the  industry,  few  universities  can  afford  submarines. 
Pennsylvania  found  the  upkeep  too  expensive  and  recently  sold  this  one. 


What  about  the  oil  industry,  the 
other  great  multibillion-dollar  pro- 
vider that  the  wet-space  industry  was 
counting  on?  Says  Westinghouse's 
Macovsky,  "There  was  a  lot  of  antici- 
pation in  oil  work  offshore.  It  just 
didn't  pan  out  for  us.  The  Santa  Bar- 
bara channel  pollution  fiasco  has  set 
this  thing  back,  and  the  big  find  up 
in  Alaska  is  mostly  on  land.  All  this 
makes  the  oil  companies  think  harder 
about'  pushing  further  offshore  and 
into   more  pollution  problems  here." 

Second   Try 

One  result  is  that  some  wet-space 
enthusiasts  are  beginning  to  think 
small.  Says  an  operating  engineer  for 
Divcon,  an  offshore  oil  service  sub- 
sidiary of  International  Utilities:  "We 
tried  to  get  pipeline  inspection  jobs 
for  those  General  Dynamics  boats, 
but  they  cost  too  much  [$2,500  a 
day]  to  operate  and  too  much  to  move 
around."  Divcon  and  other  offshore 
companies  use  relatively  inexpensive 
diving  bells  for  actual  underwater 
wellhead  work,  though  they  would 
like  to  be  able  to  use  small,  relatively 
inexpensive  submarines  for  under- 
water inspection  jobs. 

Wilson  Industries  is  beginning  to 
manufacture  offshore  diving  bell  units 
on  an  assembly-line  basis.  They  cost 
$120,000  to  $180,000  each,  and,  ac- 
cording to  Divcon,  "can  be  leased  at 
one-tenth  the  cost  of  a  submarine." 
For  inspection  jobs,  the  offshore  com- 
panies are  turning  not  to  the  aero- 
space giants  but  to  the  tiniest  of 
manufacturers. 

Perry  Submarine  Builders  of  Rivi- 
era Beach,  Fla.,  is  one  of  these.  Perry 
just  sold  one  of  its  small,  three-man 
submarines  to  Brown  &  Root  for 
$350,000.  Perry  is  also  building  div- 
ing bells  and  decompression  chambers 
for  Taylor  Diving  (an  offshore  oil  ser- 
vice subsidiary  of  Brown  &  Root).  An- 
other submarine  is  being  used  off 
New  Orleans  by  diving  companies 
working  for  Tennessee  Gas  Pipelines 
Co.,  Transcontinental  Gas  Pipe  Line 
Corp.  and  Humble  Oil. 

Vincent  Bailey,  general  manager 
of  Perry  Submarine,  claims:  "The  oil 
business  is  the  biggest  thing  for  us 
now.  We  think  we're  getting  the  busi- 
ness because  the  big  companies  got 
discouraged  too  early."  Perry  is  trip- 
ling its  plant  size,  and  Bailey  claims 
that  "this  year  we  will  break  even." 
Owner  John  Perry  can  afford  to  wait 
for  his  tiny  subs  to  develop  a  market. 
He  is  selling  his  Florida  chain  of  news- 
papers and  TV  stations  and  so  far  has 
received  a  reported  $75  million. 

Another  small-scale  operator  is  In- 
ternational Hydrodynamics  Co.  of 
Vancouver,  B.C.,  which  produces  the 
small   Pisces   series   of  subs.   IHC   is 
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The  Custom  Wide  Tread  Polyglas® 
tire  can  give  you  up  to  double  the 
mileage  of  our  best  selling  regular 
ply  tires.  That's  because  it's  built 
with  a  polyester  cord  body  and  a 


fiberglass  cord  belt.  Together,  they 
hold  the  wide  tread  firm,  so  it 
squirms  less,  wears  less.  And  only 
Goodyear  makes  the  Polyglas  tire. 

Polyglas,  Custom  Wide  Tread  -T.M.'s  The  Goodyear  Tire  &  Rubber  Company,  Akron,  Ohio 
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run  by  Thomas  Horton,  former  mar- 
keting manager  for  Westinghouse's 
Ocean  Research  Center.  So  far,  IHC 
has  built  three  Pisces  subs.  IHC  has 
only  35  regular  employees,  and  all 
wear  two  or  three  hats.  The  company, 
using  existing  electronics,  water  dyn- 
amics and  machine-shop  skills,  is  mov- 
ing into  secondary  (nonocean)  prod- 
ucts, such  as  an  electronic  water- 
pressure  oven  being  sold  to  a 
restaurant  chain. 

The  low-priced  approach  to  sub- 
marines has  attracted  at  least  one 
sizable  company.  Sun  Shipbuilding 
&  Drydock  of  Chester,  Pa.,  a  wholly 
owned  subsidiary  of  Sun  Oil,  has  an- 
nounced that  its  first  Guppy  two- 
man  submarine  will  be  in  the  water 
by  late  this  year.  The  Guppy, 
though  capable  of  1,000-foot  dives, 
will  sell  for  only  §95,000  and  rent 
for  less  than  81,000  a  day. 

Another  successful  midget  is  West- 
ern Marine  Electronics  in  Seattle. 
Until  1965  Bruce  Blakey,  president 
of  Wesmar,  was  Honeywell's  marine 
production  administrator.  With  an- 
other Honeywell  engineer  and  a  "top 
circuit  designer  from  Boeing,"  Blakey 
started  his  own  company  to  make 
solid-state  sonar  systems  for  commer- 
cial fishing  fleets  in  Europe,  Canada 
and  South  America. 

Wesmar  wanted  government  orders 
but  didn't  get  any.  "Maybe  it  was 
a  blessing  in  disguise,"  Blakey  says, 
claiming  dependence  on  government 
orders  is  too  risky.  Aside  from  its 
fishing  fleet  orders,  Blakey  says  he's 
selling  his  sonar  to  Perry  Submarines, 
United  Geophysical,  Sperry  Rand  and 
Vickers.  In  four  years  Wesmar  has 
moved  from  868,000  a  year  in  sales 
to  more  than  81  million. 

Gold   Mine? 

In  wet  space  the  small  fish  seem 
to  eat  so  much  better  than  the  whales 
that  the  whales  sometimes  tie  them- 
selves to  a  minnow  to  lead  the  way. 
Case  in  point  is  Ocean  Science  & 
Engineering,  a  high-technology  wet- 
space  midget  with  $7  million  in  rev- 
enues last  year.  OSE  got  a  big  push 
when  six  major  companies  bought 
45%  of  its  stock  for  well  under  $1 
million  each,  in  order,  as  one  of  them 
put  it,  to  get  into  the  "ocean  business 
fast  without  it  costing  us  too  much." 
The  companies:  Fluor  Corp.,  Alcoa, 
Offshore  Co.  (major  offshore  driller 
owned  by  Southern  Natural  Gas), 
DeBeers  Anglo  American  Corp., 
du  Pont  and  Amerada.  Another  chunk 
of  stock  will  soon  be  sold  to  the  public. 

Looking  at  OSE's  stockholders,  it 
isn't  hard  to  guess  some  of  the  paths 
into  the  ocean  the  company  is  tak- 
ing. Mining  for  diamonds  and  gold. 
exploration  for  oil  and  chemicals  and 


the  construction  of  an  all-aluminum  3-, 
000-ton  ship  are  some  of  the  proj- 
ects under  way.  The  company  works 
some  of  these  as  joint  ventures  with 
its  stockholders  and  also  owns  its 
shipyard  and  drydock,  a  dredging 
outfit  and  a  scallop  fishing  business 
— all  profitable. 

Other  smaller  companies  have  been 
bought  up  by  big  companies  that 
want  quick  entry  and  relatively  cheap 
"ocean  glamour."  Inmont  (formerly 
Interchemical)  bought  a  Long  Island, 
N.Y.  oyster  farm.  Alloys  Unlimit- 
ed bought  Bissett-Berman  Corp.,  an 
oceanographic    instrument    maker. 

The  single  fact  is,  however,  that 
nobody,  not  even  the  successful  midg- 
ets, are  getting  rich  underseas.  Alpine 
Geophysical  Associates  of  Norwood, 
N.J.,  took  a  dreadful  beating  in  the 
last  ten  months  when  the  Government 
turned  off  the  money,  but  now  seems 
to  be  making  a  comeback.  Alpine  ac- 
quired Marine  Carriers  Corp.,  a  ship- 
ping company  that  invented  a  way  to 
ship  wheat  and  fertilizers  out  in  its 
tankers  and  ship  oil  back.  But  that  is 
above-the-ocean  business,  not  below. 

Walter  C.  Beckmann,  Alpine's  pres- 
ident, is  also  taking  his  company  into 
the  fish  protein  business  with  a  $900,- 
000  order  from  the  Agency  for  Inter- 
national Development.  The  company 
recently  bought  a  macaroni  manufac- 
turer because,  as  Beckmann  says,  "We 
found    macaroni    takes   the   high-pro- 


tein product  well.  .  .  .  We  hope  to 
sell  this  here,  in  supermarkets." 

Among  the  big  companies,  Lock- 
heed remains  the  most  optimistic, 
perhaps  because  it  has  so  little  to  be 
optimistic  about  elsewhere.  While 
not  getting  anywhere  for  the  mo- 
ment with  its  Deep  Quest  subma- 
rine, it  did  sell  two  deep-diving  re- 
search and  recovery  (for  downed 
nuclear  subs)  vessels  to  the  Navy. 
On  the  commercial  side,  Lockheed 
just  announced  that  it  will  build  a 
prototype  for  an  entire  offshore  oil 
production  system  which  can  go  from 
present  economic  levels  (300  feet 
deep)  on  down  to  1,200  feet.  Lock- 
heed plans  to  lower  a  pressurized 
work  chamber  for  the  entire  job  to  be 
done  right  over  the  wellhead.  No 
divers  will  be  needed. 

Elmer  P.  Wheaton,  vice  president 
of  Lockheed's  Research  Development 
division,  admits  rather  wistfully  that 
"A  big  company  has  to  work  through 
the  systems  approach,  through  teams. 
.  .  .  We  can't  do  it  the  way  these  suc- 
cessful, little  companies  operate  .  .  . 
but  these  little  guys  could  never 
knock  off  a  piece  of  business  like 
those  Navy  deep  submersibles  or  our 
underwater  oil  production  system." 

All  of  which  leaves  the  wet-space 
industry  alive  and  kicking  but  not 
exactly  a  giant.  As  for  the  boom, 
well,  it  did  make  nice  copy  for  Wall 
Street  letter  writers.  ■ 


38 


FORBES,  JULY  15,  1969 


—      Catching  Up  with  the  Times      — 

For  decades  Crown  Zellerbach  relied  on  the  paper  business  for  its 
profit  and  growth.  That's  not  enough  any  more— but  what's  better? 


At  57,  Francis  O.  (Nick)  Boylon 
is  hardly  a  young  upstart.  But  he's 
sure  acting  like  one  these  days.  In 
April  he  became  chief  executive  of 
big  papermaker  Crown  Zellerbach 
Corp.,  which  during  the  past  four 
decades  improved  its  fortunes  by 
religiously  following  the  unspoken  but 
clearly  understood  Zellerbach  policy: 
Stick  to  the  paper  business,  it's  the 
one  we  know.  However,  by  June  Boy- 
Ion  was  already  laying  plans  to  do 
just  the  opposite.  He  wants  to  turn 
Crown  into  a  more  broadly  based 
forest  products  company. 

If  the  paper  business  was  t*ood 
enough  for  the  Zellerbachs,  why  then 
isn't  it  good  enough  for  Boylon?  After 
all,  since  Bovlon  joined  Crown  in 
1948  its  sales  climbed  2848  from  $225 
million  to  $865  million  in  1968.  rank- 
ing it  second  only  to  S1.6-billion  In- 
ternational Paper  Co. 

Asked  why  Crown  should  suddenly 
take  on  these  new  endeavors,  Boylon 
replies:  "We've  yot  young  profes- 
sional  managers  running  the  com- 
pany. They  are  non-Zellerbachs  in  the 
sense  that  they  don't  have  an)  emo- 
tional or  traditional  attachment  to 
paper  or  this  city  [San  Francisco]. 
They're  performance-oriented.  The) 
don't  want  to  just  be  in  the  race  as 
we  have  been  in  the  past;  the)  want 
to  win.  If  we  want  to  keep  them 
we've  got  to  loosen   the  reins." 

Escaping  the  Tide 

But  Boylon's  look  beyond  the  ho- 
rizons of  the  paper  industr)  is  more 
than  just  a  matter  of  finding  new  chal- 
lenges for  his  ambitious  help.  The 
fact  is  that  the  paper  business  lacks 
the  growth  potential  he  needs. 

Boylon's  decision  to  move  deeper 
into  the  forest  products  business, 
primarily  plywood  or  lumber  for  the 
moment,  might  make  the  Zellerbachs 
wince,  though  they  now  control  only 
around  1%  of  the  company's  outstand- 
ing stock.  Crown's  first  U.S.  plywood 
venture,  about  a  decade  ago,  was  a 
huge  un-success.  "But  we  were  only 
testing   the   water,"   explains   Boylon. 

Also,  Boylon  now  faces  a  different 
market  situation  than  the  one  in  which 
Crown  grew  up  under  the  tutelage 
of  James  D.  Zellerbach  over  the  long 
span  from  1928  to  1963.  As  the  only 
major  paper  company  in  the  West,  it 
was  easy  for  Crown  to  gain  a  domi- 
nant position  in  such  items  as  news- 
print, printing  papers  and  container- 
board.  Modem  transportation  changed 


all  that.  "The  mountains  ceased  to  be 
a  barrier,  and  other  companies  are 
coming  to  the  West  Coast  and  clob- 
bering us,"  laments  Boylon.  "We  were 
like  a  dazed  prizefighter  still  on  his 
stool  after  the  next  round  started.  We 
had  to  get  into  the  eastern  market  so 
we  could  clobber  them  back." 

Then,  too,  since  the  early  1960s 
the  paper  industry  has  faced  a  prod- 
uct glut  that  kept  prices  and  profits 
at  depressed  levels.  Crown  has  been 
able  to  keep  its  profits  up  only  be- 
cause the  lumber  industry's  demand 
for  its  logs  climbed  steadily.  And  even 
that  did  not  keep  profits  from  sinking 
8%  to  $2.11  a  share  in  1967. 

Competition  from  one  of  Crown's 
old  customers  also  forced  Boylon  to 
make  a  quick  reassessment  of  the  pa- 
per industry's  virtues.  In  1965  the  Los 
Angeles  Times  began  making  most  of 
its  own  newsprint.  The  loss  of 
this  business  alone  has  depressed  the 
profits  or  Crown's  Canadian  subsid- 
iary ever  since. 

Though  Boylon  has  no  desire  to  get 
out  of  the  paper  business,  the  chang- 
ing trends  in  the  industry  made  it 
quite  clear  to  him  that  pouring  more 
money  into  new  paper-and-pulp  com- 
plexes was  not  going  to  give  his  new 
management  team  the  performance 
spark  it  sought.  And  in  any  case,  it 
takes  nearly  five  years  to  squeeze  any 
kind  of  profit  out  of  a  new  complex. 
So  he  decided  instead  to  make  better 
use  of  the  company's  biggest  asset: 
its  2.9  million  acres  of  timberland. 

"Hell,  12  years  ago  75%  of  our 
timber  went  to  our  pulp  mills,"  Boy- 
lon says.  "It  was  old  growth  and  rot- 
ten, good  pulp  but  poor  for  plywood 
and  lumber.  Now  we  are  cutting 
second-growth  timber.  It's  good,  solid 
wood,  and  we're  selling  75%  of  it  to 
wood-products  outfits.  We  just  have  to 
get  into  that  end  of  the  business,  if  we 
want  to  get  better  profits  out  of  those 
assets."  And  from  there — though  Boy- 
lon remains  mum  on  this  point — it 
would  merely  be  a  natural  step  into 
consumer  products.  "I  might  be  a 
dreamer,"  says  Boylon  with  a  smile. 
"But  I  think  we  can  have  the  best  of 
two  worlds." 

Perhaps,  but  Crown  cannot  merely 
pioneer  its  way  into  the  new  world; 
it  must  fight  its  way  in.  Forest  prod- 
ucts companies  the  size  and  strength 
of  Georgia-Pacific,  Boise  Cascade  and 
Weyerhaeuser  got  there  first,  and  are 
not  going  to  give  up  their  position 
without  a  struggle.  ■ 


'When  you 
pay  too  little  you 
'sometimes  lose  every- 
thing,because  the  thing 
[you  bought  is  incapable^ 
\pf  doing  the  thing  you 
bought  it  to  do." A 
John  Ruskin 


Quality  control  —  100%  inspection  —  are 
standard  practices  at  Young.  We  build  an 
extra  margin  of  quality  into  our  products 
to  protect  our  customers.  We're  not  often 
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As  I  See  It 


Harold  C.  Urey 


"I'd  love  to  go 
to  the  moon, 
/think  I'd  go 
even  if  I  knew  I 
court  never  get  back. 


Exactly  one  year  ago,  the  editors  of  FORBES  devoted  an  entire  issue  to 
"The  Case  For  Space."  Interest  in  the  space  program  was  at  a  low  ebb, 
yet  we  urged  that  space  exploration  did  deserve  a  place  in  national 
priorities.  Our  argument,  in  brief:  1)  U.S.  prosperity  and  strength  is  built, 
not  on  money,  but  on  technology;  2)  space  exploration  is  one  of  the 
great,  perhaps  the  greatest,  of  technological  frontiers;  3)  fall  behind  in 
space  and  we  risk  falling  behind  in  knowledge  and  in  industry. 

On  the  eve  of  man's  first  space  landing,  excitement  is  high,  but  people 
still  ask:  Is  this  trip  really  necessary?  In  the  following  interview,  Nobel 
Prize  winner  Dr.  Harold  Clayton  Urey  argues  that  it  is  and  tells  why  he 
thinks  so.  The  interview  was  conducted  for  FORBES  by  Mary  Harrington 
Hall,  perhaps  the  most  talented  interviewer  of  personalities  in  the  U.S. 
It  gives  fascinating  insight  into  the  mind  and  heart  of  the  man  of  whom 
Mrs.  Hall  says,  "He  is  a  gentle  man  with  the  curiosity  of  a  child,  and  he 
probably  knows  more  about  the  moon  than  anyone  else  alive." 


So,  we  land  on  the  moon?  How 
can  this  be  of  any  practical  benefit? 

Urey:  We  will  enter  a  new  tech- 
nological age  the  instant  the  first 
toe  of  the  first  astronaut  touches  the 
moon.  None  of  us  can  possibly  com- 
prehend— not  our  men  of  govern- 
ment, not  our  industrial  leaders,  not 
our  scientists,  and  I  include  myself — 
the  extent  to  which  this  will  be  true. 
We  scientists  always  feel  defensive 
when  asked  about  the  practical  uses 
of  science,  and  that  is  partly  because 
the  search  for  knowledge  is  enough  in 
itself.  It  is  also,  I  think,  because  there 
is  no  way  to  predict  what  scientific 
discoveries  will  bring  to  technology. 
I  will  give  you  a  good  example.  When 
I  discovered  deuterium,  everyone  in 


science — including  me — felt  that 
heavy  hydrogen  might  someday  have 
some  slight  practical  value,  say,  in 
neon  signs.  I  could  give  you  ten  thou- 
sand such  examples. 

And,  of  course,  it  made  the  hydro- 
gen bomb  possible.  But  let  me  ask 
you  another  question:  Why  are  we 
risking  men's  lives  when  we  know 
that  we  can  bring  back  lunar  samples, 
as  well  as  explore  the  moon,  by  in- 
struments? 

Urey:  There  is  no  such  thing  as  a 
choice.  If  man  doesn't  explore,  then 
he  doesn't  exist.  That's  what  he's  for. 
We  are  compelled  by  our  intellect 
to  do  these  things,  and  engineering 
is   a   plastic   realization   of  what   we 


think  about.  This  is  the  nature  of 
man  himself.  If  he  has  to  have  a 
covered  wagon,  he  will  wait  for  the 
covered  wagon  to  be  designed. 

Now  man  has  been  waiting  for 
the  space  capsule.  It  is  no  more  pos- 
sible for  man  not  to  go  to  the  moon 
than  for  Picasso  not  to  paint. 

Still,  a  lot  of  people  are  asking:  Is 
this  trip  really  necessary?  Aren't  there 
better  ways  to  spend  the  money? 

Urey:  That's  a  sad  way  to  feel,  and 
I  would  answer  that  with  a  question: 
Would  you  want  to  wait  another 
three  to  five  years  for  lunar  explora- 
tion? In  the  space  program,  plans 
must  be  made  many,  many  years 
ahead  because  of  the  long  physical 
delay  between  a  decision  of  what 
to  do  and  the  accomplishment. 

I'm  76  years  old,  too  old  to  want 
to  wait.  I  wish  I  could  go  rock-hunt- 
ing with  the  astronauts  this  month. 

What  would  you  look  for?  What 
questions  can  the  moon  answer? 

Urey:  The  moon  may  be  solar  mate- 
rial more  primitive  than  the  earth. 
I  have  been  looking  for  answers  to 
how  our  solar  system  was  formed, 
and  so  I'd  be  hoping  to  find  rocks 
that  are  4.5  billion  years  old. 

I  believe  that  a  billion  years  before 
the  oldest  sedimentary  rocks  were 
deposited   on   the   earth,   the   moon's 
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craters  were  created  by  intense  bom- 
bardment from  solid  objects  moving 
around  tbe  sun.  Tbe  same  tiling  hap- 
pened to  the  earth,  but  all  these  forms 
on  earth  are  gone. 

Frankly,  that's  the  only  reason 
I  have  been  interested  in  the  moon — 
because  I  hope  it  will  give  us  real 
evidence  about  the  early  history  of 
the  solar  system  and  the  origin  of 
stars   like   the  sun. 

Arc  there  risks  in  the  trip  that 
haven't  been  publicly  discussed? 

Ubey:  I  think  so.  Our  Surveyor  and 
Orbiter  flights  have  helped  us  begin 
to  analyze  the  composition  of  the 
moon.  We  have  good  reasons  to  be- 
lieve we'll  be  landing  on  solid  soil, 
probably  dark  like  earth,  rich  in  car- 
bon. But  we  may  be  surprised.  In 
the  places  where  the  Surveyors  land- 
ed, lunar  photographs  show  dimpled 
craters  that  seem  to  have  holes  at 
the  bottom,  with  something  draining 
down  like  sand  through  an  hourglass. 
Draining  into  what?  It  is  possible 
that  evaporation  ol  water  below  left 
big   cavities   beneath   the   surface. 

That  if  the  astronauts  landed  there 
by  mistake,  it  could  be  tragic. 

Ubey:  Terrible.  We  wouldn't  even 
know  what  happened  because  the 
whole  ship  would  go  down,  and 
everything  would  disappear.  I  do  not 
believe  that  this  will  happen,  but  it 
U  possible. 

What  arc  those  broad  plains  on  the 
moony 

Uhey:  That's  a  question  for  our  lunar 
explorers,  really.  We  can't  be  positive 
yet.  But  I  think  the  rills  give  the 
answer.  1  think  the  plains  are  old 
dried-up  lake  beds.  Then  the)  are 
"maria"  [i.e.  seas]  indeed,  and  those 
rills  are  not  trenches  from  lava  flow; 
they  are  real  rills  that  once  fed  lakes. 
And   I  can   be  just  awfully  mistaken. 

What  about  water  on  the  moon? 

Uhey:  I  really  expect  we'll  find  evi- 
dence of  water  having  been  on  the 
moon.  I  have  believed  for  years  that 
there  is  water  below  the  surface 
of  the  moon  in  the  form  of  ice,  but 
that  the  surface  of  the  moon  is  prac- 
tically free  of  water.  It  may  be  that 
the  moon  has  a  considerable  amount 
of  water  all  through  it. 

Water  or  graphite  or  some  low- 
density  material  would  explain  the 
apparent  difference  in  composition 
that  we  know  exists  between  the  earth  ' 
and  the  moon,  you  see,  and  our  Sur- 
veyor  VII   flight   showed   that   there 


are  some  differences  in  iron  content 
in  various  places  on  the  moon.  I 
won't  even  be  alive  when  science 
answers  some  of  my  questions.  So 
I  just  work  and  wonder,  and  I  love 
life  and  science,  with  all  their  va- 
riables. 

Someday  we'll  have  a  great  under- 
standing of  our  own  solar  system. 
But  the  other  galaxies  are  too  far 
away  to  touch — at  least  as  far  as  we 
know  now. 

Urey:  One  of  the  most  frustrating 
things  about  astronomy  is  that  all  the 
information  we  can  get  comes  to  us 
over  a  beam  of  electromagnetic  radia- 
tion— light  or  radar  or  X-rays,  that 
sort  of  thing.  We  must  deduce  from 
this  single  source  whatever  we  con- 
clude about  the  planets.  We  never 
really  weigh  anything,  directly  inves- 
tigate chemical  composition,  measure 
pressures. 

How  do  you  rate  our  space  pro- 
gram  compared   with   Russia's? 

Uhey:  I  think  the  Russians  have 
been  far  more  interested  in  firsts,  in 
a  space  race  as  such.  We've  done  a 
far  better  scientific  job. 

Moreover,  I  immensely  admire  the 
way  our  space  program  tells  the 
whole  world  what  we  are  trying  to 
do  and  when  we  plan  to  go  and,  if 
something  doesn't  work,  that  we  made 
a  mistake.  The  Russians  are  so  se- 
cretive. I  think  they  must  feel  a  cer- 
tain lack  of  confidence  in  what  they 
are  doing  scientifically. 

The  only  thing  I  think  we've  over- 
emphasized is  the  importance  of  our 
moon  photographs.  Most  of  our  close- 
up  moon  photographs  show  rather 
superficial  things.  The  engineers  could 
make  pictures  and  they  liked  pictures, 
so  they  made  them  and  showed  us 
interesting  details.  All  of  us  scientists 
see  in  the  photographs  exactly  what 
we  expect  to  find  there — volcanism, 
movement  of  dust,  liquid  water,  frag- 
mented material — whatever  we  want 
most  to  see. 

For  years  you  have  been  saying 
there  is  life  throughout  the  universe. 
What    has   science   done   to   religion? 

Ubey:  I  would  have  been  burned  at 
the  stake  in  1600  for  going  one  step 
further  than  Copernicus.  But  I  think 
what  we've  done  in  science  during 
these  years  is  to  give  men  a  much 
bigger  view  of  the  universe.  And — 
if  there  is  a  God — He  is  a  much 
greater  God  than  anybody  ever 
imagined  before.  I  think  the  space 
program  has  dramatized  facts  of  this 
kind.  The  architecture  of  the  universe 
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is  far  more  wondrous  than  man 
could  have  believed  in  centuries  past. 
Whenever  I  give  speeches,  I  get 
letters  asking  me  if  I  have  read  the 
first  chapter  of  Genesis.  A  young  man 
asked  me  this  in  Oak  Ridge,  Ten- 
nessee, not  long  ago  during  the  dis- 
cussion period  after  a  speech,  and  I 
recited  the  first  chapter  of  Genesis  to 
him.  I  said  it  was  pure  poetry,  and 
I  love  it — but  that  I  was  talking 
about  details.  We  have  to  revise  our 
ideas  of  what  God  is. 

And  how  would  you  do  that? 

Urey:  I  don't  know!  Science  is  spoil- 
ing people's  simple  trust  in  a  religion 
that  gives  them  a  noble  purpose  for 
existing,  no  matter  how  disappointing 
things  are.  This  is  a  practical  thing 
religion  does  for  people,  and  science 
supplies  nothing  to  substitute  for  it. 

You  speak  of  life  in  other  parts  of 
our  solar  system,  or  in  other  stellar 
systems.  Do  you  think  we  will  find 
life  on  the  moon? 

Urey:  I  think  there  is  a  very  re- 
mote possibility  that  there  is  life  on 
the  moon.  I  doubt  if  there  are  any 
living  organisms  on  the  moon.  But 
if  there  is  something,  it  could  have 
completely  disastrous  consequences 
for  people  on  the  earth.  You  remem- 
ber the  flu  epidemic — when  an  odd 
organism  got  scattered  about  the 
earth  and  people  had  no  immunity. 
If  there  is  a  moon  organism  that  could 
cause  trouble  to  plants,  animals,  peo- 
ple, it  could  be  a  disaster. 

So  it  is  not  a  bit  foolish  that  we 
built  a  $10-million  laboratory  in 
Houston  to  receive  the  explorers  and 
the  first  rock  samples  from  the  moon. 

How  could  there  be  life  there? 

Urey:  Well,  let's  see  what  might  have 
happened.  Suppose  a  great  comet 
should  hit  the  earth  in  the  region 
of  the  Pacific  Ocean.  This,  of  course, 
will  happen  to  us  in  time;  think  in 
terms  of  many,  many  centuries.  Now, 
supposing  that  a  collision  of  the  kind 
I  described  occurred,  ages  ago,  it 
would  have  thrown  water  off  the 
earth  at  a  very  high  temperature. 
If  just  a  little  bit  got  through  with- 
out being  hot  and  was  captured  by 
the  moon,  then  we  might  have  a 
temporary  life  form  on  the  moon  for 
a  short  period  of  time.  It  might  sink 
below  the  moon's  surface,  freeze  up, 
and  remain  dormant  indefinitely. 

And  you  can  revive  a  virus  after 
freezing  it? 

Urey:  That's  just  it.  If  there  is  life 
on  the  moon  it  must  be  dormant  be- 


cause there  is  no  atmosphere  on  the 
moon.  I  do  think  maybe  the  moon 
has  had  an  atmosphere  from  time  to 
time.  That  is,  I  think  comets  have 
hit  the  moon  and  produced  a  great 
gaseous  mass.  That  would  leave  a 
residual  atmosphere  for  a  short  time. 
Perhaps  the  moon  warmed  up,  water 
flowed,  and  organisms  came  out  of 
retirement  to  grow  for  a  brief  period. 
Then  the  atmosphere  escaped,  the 
whole  *thing  froze  up  again,  and  all 
life  forms  waited  for  the  next  comet. 

'And  so  we  had  better  keep  a 
microscopic  crack  open  in  our  minds 
for  the  possibility  of  life  on  the  moon. 
What  if  we  ever  try  to  bring  things 
back  from  Mars? 

Urey:  Then  it  will  be  very  well,  in- 
deed, to  test  very  carefully  and  make 
sure  that  there  is  no  microscopic  life 
on  Mars,  or  if  there  is,  that  life  like 
that  on  earth  is  the  dominant  form. 
As  you  know,  it  has  been  my  opinion 
of  many  years  that  life  evolved  from 
inanimate  chemistry  and  physics. 
There's  no  reason  why  life  should 
not  evolve  on  any  planet  with  approx- 
imately the  conditions  we  have  on 
earth,  no  reason  why  there  shouldn't 
be  many,  many  planets  like  ours  in 
the  whole  stellar  universe. 

But  not  in  our  solar  universe,  and 
not  on  Mars? 

Urey:  There  is  no  water  on  Mars, 
no  liquid  water  as  far  as  we  can  see. 
But  Mars  may  have  had  oceans  in 
the  past  and  conditions  satisfactory 
for  the  evolution  of  life,  and  some 
forms  of  life  may  survive  on  Mars — 
single-celled  varieties  of  things  like 
bacteria  or  simple  plants. 

Dangerous  to  us? 

Urey:  They  might  cause  enormous 
havoc  if  they  were  turned  loose  on 
earth.  And  Mars  and  Venus  will  be 
next  if  we  continue  space  exploration. 

But  you  honesdy  say  there  is  no 
chance  of  meeting  people  like  our- 
selves on  some  other  planet,  some- 
where,  someday. 

Urey:  Not  in  a  finite  universe.  I  think 
that  you  and  I  as  individuals,  and 
all  of  our  friends,  are  unique.  There 
is  nobody  exactly  like  us  in  spite  of 
the  fact  that  other  living  things,  also 
not  duplicated,  must  exist  in  many, 
many  places  in  the  universe. 

Do  you  believe  in  unidentified  fly- 
ing objects? 

Urey:  I  do,  despite  the  Edward  Con- 
don findings.  There  is  a  lot  of  fakery 
about  UFOs,  but  my  own  reaction 
has  always  been  that  they  are  real, 
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the  result  of  a  natural  phenomenon. 
They  have  been  around  for  a  long 
time  and  we  don't  know  what  they 
are.  but  they  haven't  hurt  us  yet — 
and  they  won't.  And  I  don't  believe 
they  are  from  another  world.  There 
are  no  little  green  men. 

But  this  month  there  will  be  men 
on  the  moon.  And  then  more  men, 
and  still  more.  People  are  even  pre- 
dicting  vacation   tours  to  the  moon. 

Urev:  No,  that  won't  happen.  It's 
too  dangerous. 

But  scuba  diving  is  a  national 
pastime.  I  love  to  go  down  into  the 
underwater  gardens. 

Urey:  The  moon  is  far  more  treach- 
erous than  the  ocean.  If  you  bent 
over  on  the  moon  and  fell,  you  could 
not  get  up  without  being  pulled  up. 
If  the  tiniest  tack  punctured  your 
space  suit,  you'd  be  dead.  If  the 
intense  heat  of  the  sun  became  more 
intense  during  one  of  those  "sunspot" 
times,  you  would  burn.  The  moon's 
days  are  fiery  hot,  the  nights  icy  cold. 
That's  why  it  is  awesome  to  think 
of  those  explorers  on  the  moon.  I 
admire  those  young  men   so   deeply. 

This  question  may  not  please  you. 
Was  it  a  feeling  of  guilt  that  made 
you  switch  careers  after  World  War 
IIP  Your  name  is  forever  joined  in 
the  pages  of  history  with  development 
of  the  atom  bomb.  And  deuterium. 
Was  this  what  made  you  turn  away 
from   chemistry  and  into  astronomy? 

UREY:  Don't  apologize.  That's  a  per- 
fectly logical  question.  1  have  never 
wanted  to  work  on  military  things, 
but  I  believe  that  in  war  all  men  are 
trapped.  I  am  sorry  that  atomic 
bombs  work.  I  wish  they  didn't.  I 
feel  great  sorrow — but  not  guilt.  True, 
1  was  head  of  the  Manhattan  project 
at  Columbia,  and  we  separated  the 
uranium-235  isotope  which  made  the 
Hiroshima  bomb  possible. 

We  all  knew  we  were  developing 
the  bomb,  but  even  I  didn't  know 
the  atomic  bomb  worked  until  the 
radio  announcement  of  Hiroshima. 
There  was  tight  secrecy.  No  one  who 
did  not  have  to  be  there  saw  the 
bomb  tested,  nor  were  we  told  that 
it  worked. 

It  was  a  terrible  secret,  wasn't  it? 

Urey:  And  most  of  the  best  scientists 
in  the  country  were  involved.  Much 
better  minds  than  in  the  space  pro- 
gram, you  know.  This  country  mar- 
shalled an  incredible  science  force 
to  develop  the  bomb.  And  the  atom 
bomb    inevitablv    would    have    been 


'We  were  talking  about  research 
and  the  name  Hentz  came  up'.' 
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developed — in  Germany,  in  Russia, 
in  Japan,  in  England,  somewhere. 
Science  has  secrets,  but  they  are 
secrets  only  until  somebody  with  intel- 
ligence investigates  them. 

But  you  have  not  worked  on  any 
military  projects  since  tlie  bomb. 

Urey:  No,  I  haven't.  I  believe  the 
important  thing  today  is  to  find  inter- 
national agreement  so  that  we  can 
get  rid  of  the  bombs,  of  the  stock- 
piles, of  the  arms  race.  Otherwise, 
World  War  III  is  surely  coming. 

Hoiv  did  you  "discover  the  moon"? 

Urey:  Joyously!  One  day,  more  than 
20  years  ago,  on  a  train  I  read  a  book, 
The  Face  of  the  Moon,  by  Ralph 
Baldwin.  I  was  fascinated.  I  went 
back  to  my  office  at  the  University 
of  Chicago — where  I  had  gone  after 
the  war  to  join  the  Enrico  Fermi 
Institute — and  I  pasted  together  a 
map  of  the  moon  from  photographs 
and  hung  it  on  my  office  wall.  And  I 
just  went  on  from   there. 

When  a  Nobel  Prize  chemist  moved 
into  the  study  of  the  solar  system,  it 
was  like  lighting  up  the  sky. 

Urey:  That's  a  nice  thing  to  say,  but 
people  make  too  much  fuss  about 
winning  the  Nobel  Prize.  I  don't  think 
of  anyone  dumb  who  has  ever  won 
the  Prize,  but  I  know  plenty  of  people 
smarter  than  I  who  didn't  have  the 
fortunate  accidents  of  timing. 

It  works  this  way:  You  happen  to 
be  where  you  can  develop  something 
of  great  importance.  The  only  credit 
you  deserve  is  for  taking  advantage 
of  the  situation.  Let  me  tell  you — 
if  I  hadn't  discovered  deuterium, 
someone  else  would  have  within  three 
years.  Probably  at  Berkeley.  I  was  at 
Columbia,  but  people  at  Berkeley 
were  thinking   along  the  same  lines. 

You  discovered  deuterium  less  than 
ten  years  after  you  got  your  Ph.D. 
What  a  grand  thing. 

Urey:  Other  men  had  pointed  out  that 
heavy  hydrogen — deuterium — should 
exist,  and  I  got  curious  and  tried  to 
find  it.  I  stopped  by  my  laboratory 
at  Columbia  University  to  check  my 
experiment  on  Thanksgiving  Day  in 
1931,  when  my  wife  and  I  were  on  our 
way  to  take  the  children  to  the  Mac)  s 
Thanksgiving  Day  Parade.  And  that 
was  the  day  I  saw  that  my  experi- 
ments worked  and  was  sure  thi  t 
heavy  hydrogen  existed. 

I  read  my  paper  announcing  the 
discovery  at  the  Christmas  meeting 
of  the  American  Association  for  the 
Advancement  of  Science,  and  Robot 


Oppenheimer  and  I  got  to  speculating 
that  deuterium  might  be  composed 
of  protons  and  neutrons.  That  was 
before  the  discovery  of  neutrons.  You 
see  how  exciting  this  century  has  been? 

You  must  have  been  captivated  by 
science  even  as  a  little  boy. 

Urey:  No,  I  wanted  to  study  psy- 
chology, but  there  weren't  any  fresh- 
man psychology  courses  at  the  Uni- 
versity of  Montana  when  I  went  there. 
I  might  easily  never  have  gotten  to 
college  at  all.  We  were  very  poor 
Indiana  farm  people,  and  I  was  cer- 
tainly never  encouraged  to  go  to 
college.  When  I  was  six.  my  father 
died  of  tuberculosis.  He  left  a  little 
insurance  money  for  the  education 
of  my  brother  and  sister  and  me,  or 
we  would  never  have  been  able  to 
finish  high  school.  Mother  and  my 
grandmother  farmed  some  of  our 
little  land  and  rented  some,  and  it 
was  a  hard  life.  When  I  was  ten,  my 
mother  married  again,  a  fine  man. 

It  became  quite  evident  when  I 
got  to  high  school  in  town  that  the 
town  children  were  more  sophisticated 
than  I  was.  They  knew  how  to  act, 
they  had  better  clothes,  and  I  be- 
came very  bashful.  My  family  moved 
to  Big  Timber,  Montana,  after  I 
finished  high  school,  to  try  for  better 
luck  in  new  irrigated  farm  country. 
I  stayed  behind  and  taught  school  in 
Indiana  and  then  in  Montana  before 
I  finally  got  to  college. 

That  was  when  you  didn't  need  col- 
lege training  to  teach. 

Urey:  I  taught  because  I  always  felt 
comfortable  with  books.  But  I  didn't 
know  very  much.  Then  I  got  to  the 
University,  and  my  freshman  coun- 
selor was  Professor  A.  W.  Bray,  an 
Englishman  who  took  a  few  of  us 
under  his  wing.  One  of  us  became 
a  State  Supreme  Court  Justice,  one 
is  a  Harvard  professor,  one  headed 
the  U.S.  Bureau  of  Standards.  Bray 
got  me  interested  in  science.  I  majored 
in  zoology  and  took  just  as  much 
chemistry.  And  when  I  went  to 
Berkeley  for  my  doctorate  in  chem- 
istry in  1921,  there  was  the  great 
chemist,  Gilbert  Lewis.  I  was  a 
clumsy,  raw  farm  boy,  and  my  pro- 
fessors made  life  so  exciting  that  I 
forgot  all  about  myself.  After  Berkeley 
I  had  a  fellowship  with  Niels  Bohr 
in  1922,  the  year  he  won  the  Nobel 
Prize  for  his  studies  of  atomic  struc- 
ture and  radiation.  And  so  I  was 
happily  on  my  way. 

I've  heard  a  lot  of  stories  about 
what  you  do  for  students.  What  do 
you  feel  as  you  watch  the  violence  at 


our  universities  today,  particularly  at 
the  University  of  California? 

Urey:  It  is  enough  to  make  a  man 
weep.  There  is  so  much  wrong  for 
students  to  react  against,  but  I  would 
give  anything  if  I  could  make  them 
see  that  the  reaction  to  unreason  will 
be  unreasonable  action  to  constrict 
academic  freedom.  Young  people  can 
build  a, better  world  without  tearing 
down  everything  good  in  the  world. 
Some  of  the  students  are  criticizing 
me  because  a  good  deal  of  my  re- 
search is  funded  by  the  Atomic 
Energy  Commission.  I  don't  like  that 
kind  of  criticism.  It  hurts. 

You  have  taken  much  rougher  criti- 
cism than  that.  I  think  of  an  unpopu- 
lar political  stand  you  held  in  the 
1950s.  I  wonder  if  the  students  know 
you  defended  the  atomic  spies,  Julius 
and  Ethel  Rosenberg,  even  after  their 
conviction  and  execution. 

Urey:  That's  because,  from  "reading 
the  trial  record,  I  thought  they  were 
convicted  by  hysteria,  not  by  facts.  I 
read  a  lot.  Senator  Joseph  McCarthy 
called  me  to  Washington  for  ques- 
tioning about  that.  In  a  preliminary 
private  hearing,  Roy  Cohn  said,  "You 
have  a  lot  of  nerve  to  question  the 
decision  of  the  courts.''  All  I  said 
was:  "Young  man,  I  am  interested  in 
the  integrity  of  American  justice.  I 
have  a  right  to  question  the  courts.  I 
have  a  right  to  criticize  Congress,  or 
even  the  President."  Senator  Mc- 
Carthy said:  "That's  right.  He  does." 
They  thanked  me  and  sent  me  home. 

You  see  extremism  in  another  form 
on  the  campus  today. 

Urey:  Yes,  and  it  is  saddening.  It 
makes  people  forget  all  that  is  good  in 
our  universities.  Students  today  are  so 
much  brighter  and  better  educated 
than  even  a  decade  ago. 

And  if  you  were  starting  all  over 
again,  just  beginning  your  career  in 
science,  what  would  you  do? 

Urey:  Maybe  I  would  say  the  hell 
with  the  moon  and  get  involved  with 
quasars  and  pulsars,  but  more  likely 
I  would  go  into  biochemistry.  I 
wander  around  in  quite  a  number  of 
sciences,  but  chemistry  is  what  I 
think  I  know  reasonably  well. 

Now  I  keep  asking  questions  about 
our  solar  system  and  hoping  that  the 
moon  will  give  us  some  meaningful 
answers.  At  night  I  walk  along  the 
beach,  and  I  look  up  at  the  moon  like 
everybody  else  and  wonder. 

Oh,  I'd  love  to  go  to  the  moon. 
I  think  I'd  go  to  the  moon  .  .  .  even 
if  I  knew  I  could  never  get  back.  ■ 
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Would  you  come  here  to: 

(  )pray 

(  )  borrow  a  book 

(  )  buy  a  car 


It's  the  most  unexpected  of  the  three, 
naturally:  buy  a  car.  (The  photo- 
graph shows  the  ceiling  of  a  car 
dealer  showroom.)  But  our  point  is 
to  explain  why  the  out-of-the-ordi- 
nary  excitement  of  laminated  wood 
beam  construction  is  now  used  by 
more  and  more  businessmen  of 
ordinary  means. 

Koppers  laminated  wood  beams 
and  arches  create  a  warm,  natural 


environment  for  any  business.  You 
can  get  them  in  many  sizes,  many 
shapes,  in  units  that  span  300  feet 
of  completely  unobstructed  space. 
And  massive  and  rich  looking  as 
they  are,  their  cost  over  the  years  is 
less  than  other  structural  materials. 
Koppers  laminated  wood  struc- 
tural are  just  one  of  Koppers  im- 
provements on  wood.  Wealso  produce 
Non-Corn'®  wood,  pressure  treated  to 


resist  fire.  And  other  treatments 
protect  wood  effectively  against  ter- 
mites, fungus,  and  rot. 

Back  to  new  construction.Why  not 
indulge  your  feeling  for  what's  ex- 
actly right?  Go  with  Koppers  lam- 
inated wood  structurals.  Just  think 
how  long  your  good  taste  will  be 
showing.  For  more  information, 
write  to  Koppers  Company,  Inc., 
Pittsburgh,  Pa.  15219. 


Architectural  and  Construction  Materials  •  Plastics  ■  Che  id  Coatings  •  Engineered  Products  •  Environmental  Systems  •  Engineering  and  Construction 
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"Were  always  striking  up  friendships 
with  people  we  never  see  again. 
Its  a  little  sad'.' 


We  hire  stewardesses  that  we  like. 

As  people. 

We  figure  if  she  makes  a  good  person, 

she'll  make  a  good  stewardess. 

And  your  flight  will  be  just  a  little  bit  nicer, 

because  she  is. 

One  girl  that  we  hired  is  Linda  Scruggs, 

from  Sacramento,  California. 

She  talked  to  us  about  making  friends  in 

the  air: 

"People  like  talking  to  the  stewardess. 
And  I  like  talking  to  people. 
Especially  businessmen.  They're  the 
most  interesting. 

First  they  give  me  a  hot  tip  on  the  stock 
market,  then  they  warn  me  to  stay  out 
of  it. 

You  know,  I've  been  flying  for  two  years 
•now. 

I've  probably  met  over  10,000  people. 
Many  of  them  I  remember. 
Andeveryonceandawhilelwonderhow 
they're  doing." 

We  think  Linda  is  a  nice  person.  She  brings 
a  little  something  extra  to  her  job.  That's 
the  American  Way. 

Fly  the  American  Way,  American  Airlines 


She's  busy  planning  for 
her  first  child. We  are  too,  and 
for  her  grandchildren  as  well. 


Jane  and  her  husband  have  picked  both 
names.  If  it's  a  girl,  Sarah.  Jonathan,  if  it's  a  boy. 

They've  been  putting  the  finishing  touches 
on  the  nursery,  and  they're  very  excited  about 
the  English  pram  due  for  delivery  tomorrow.  But 
there's  still  a  lot  to  do  and  buy. 

We're  busy  too,  working  in  areas  whose 
products  will  serve  their  child,  and  their  grand- 
children. 

From  tree  farming  to  firefighting 

For  instance,  we  are  now  in  the  tree  farm- 
ing business.  Through  ITT  Rayonier  Inc.,  we  sup- 
ply domestic  and  foreign  industries  with  the 
basic  raw  material,  cellulose,  that  goes  into  more 
than  6,000  products— such  as  rayon  and  acetate 
fibers,  tire  cord,  cellophane,  photographic  film, 
papers,  plastic,  and  paints. 

Rayonier  has  planted  75  mi  1 1  ion  genetically- 
improved  seedlings,  grown  in  their  own  nurse- 
ries, in  one  five-year  period.  In  a  little  more  than 
20  years  these  are  ready  for  harvesting.  But  be- 
fore then,  Rayonier  permits  the  public  to  come 
and  enjoy  these  new  forests— to  camp,  fish,  hunt, 
or  picnic. 

Another  of  our  subsidiaries,  Pennsylvania 


Class  Sand  Corporation  (PCS),  mines  a  basic  raw 
material,  silica  sand,  used  in  the  manufacture  of 
glass,  textiles,  detergents,  chemicals,  adhesives, 
ceramic  housewares  and  other  such  products. 

From  PCS  also  comes  a  raw  material  that's 
used  in  the  making  of  an  air-dropped  fire  retard- 
ant,  which  has  saved  human  lives  and  millions  of 
dollars  in  forest  reserves. 

Under  PGS's  management  the  mining  of 
silica  in  flatland  areas  is  the  first  step  in  the  cre- 
ation of  clear  lakes  and  wooded  waterfront 
homesites.  In  hilly  terrain,  revegetation  with 
trees  and  shrubs— even  grass  seeding— helps  keep 
soil  firmly  in  place  as  well  as  restoring  the  area's 
natural  beauty. 

Changing  needs  of  a  changing  world 

Anticipating  future  demands  of  the  world 
economy,  we've  diversified  into  a  truly  interna- 
tional corporation  with  almost  40  percent  of  our 
business  in  the  service  industries. 

In  the  final  analysis  it  is  the  profitable  busi- 
nesses like  ours  that  are  the  source  of  all  funds, 
through  taxes,  employment  and  investments,  for 
making  changes  for  the  better— like  low-cost 
housing,  satellite  communication,  superhigh- 
ways, medicare,  fighting  crime,  the  war  on  pov- 
erty, and  conservation  of  natural  resources. 

ITT  and  you 

Since  we  are  a  corporation  dedicated  to 
meeting  the  changing  needs  of  a  changing  world, 
we  have  gone  into  many  diverse  fields— from 
natural-resource  conversion  to  mutual  fund  man- 
agement to  industrial  and  commercial  controls. 
(The  thermostat  in  the  new  nursery  carries  our 
General  Controls  brand  name.) 

Our  dynamic  growth  contributes  toward  a 
better  life  for  you  today  and  the  realization  of  a 
brighter  future  for  the  people  of  tomorrow. 

And  that  goes  for  Jane's  great-grandchil- 
dren, too! 

International  Telephone  and  Telegraph 
Corporation,  320  Park  Avenue,  New  York,  New 
York  10022. 
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Relative  Triumph 

Lone  Star  Cement's  earnings  aren't  going  down. 
That  makes  it  a  standout  in  the  cement  industry. 


Ix  an  industry  beset  by  overcapacity, 

price-cutting,  and  backward  manage- 
ment, New  York's  Lone  Star  Cement 
Corp.  stands  out — perhaps  not  like  a 
diamond,  but  at  least  like  a  polished 
stone  among  pebbles. 

On  sales  of  S192  million  in  1968, 
Lone  Star  netted  SI 4.9  million,  for 
a  7.8%  return  on  sales  and  a  9.9% 
return  on  equity  OS.  a  6.3%  and  6.6% 
average  for  its  six  biggest  independent 
rivals.  Since  1959,  the  industry's  hey- 
day, its  earnings  have  edged  up  5% 
(on  an  84%  gain  in  sales),  while 
those  of  almost  every  other  ce- 
ment company  have  dropped  (see 
cfwrt).  Small  wonder  that  the  stocks 
of  the  seven  big  independents  ( Lone 
Star,  American,  General  Portland, 
Ideal  Basic  Industries,  Kaiser  Cement, 
Lehigh  Portland  and  Marquette)  all 
seD   below    their    1959  highs. 

Their  problem  is  rooted  in  the  na- 
ture of  the  cement  business.  Capital 
costs  are  high,  operating  costs  low. 
Thus  leverage  is  tremendous  once 
break-even  \olume  is  reached.  The 
trouble  was  that  the  high  profit  mar- 
gins of  the  late  Fifties  attracted  coin- 
petition  both  from  within  and  without 
the  U.S.  By  the  early  Sixties  over- 
capacity led  to  price-cutting — which 
pushed  up  the  break-even  point,  be- 
cause demand  for  cement  is  inelastic, 
that  is,  it  does  not  increase  when 
prices  decrease.  Thus  leverage  began 


to  work  against  the  cement  industry. 

Says  Lone  Star  President  John  R. 
Kringel:  "These  companies  overlooked 
one  thing:  the  effective  management 
of  capital  assets.  Because  there  was 
so  much  leverage  in  the  return  on 
sales,  they  thought  they  could  neglect 
return  on  capital.  Some  of  the  new 
people  in  the  industry  have  fallen  into 
the  same  trap.  They  say,  'Gee  whiz, 
this  is  a  simple  business.  The  name 
of  the  game  is  volume.'  And  so  the 
industry  is  characterized  by  unre- 
strained and  rather  irrational  compe- 
tition." 

Lone  Star,  however,  managed  to 
avoid  the  worst  of  the  suffering.  By 
1964  it  had  begun  to  decentralize. 
"Cement  is  really  a  local  business," 
says  Kringel.  "You  can't  ship  excess 
capacity  across  the  country.  We  used 
to  have  just  one  profit  center:  com- 
pany headquarters.  Now  we  have 
six,  and  we  would  like  up  to  nine." 

Three  years  later  it  began  closing 
old  plants.  In  1968  alone  the  com- 
pany shut  down  an  impressive  8  mil- 
lion barrels  of  capacity,  nearly  five 
times  as  much  as  anyone  else,  and 
enough  to  reduce  total  industry  ca- 
pacity for  the  first  time  since  World 
War  II.  At  the  same  time  it  added  4.2 
million  barrels  of  more  efficient  ca- 
pacity in  high-growth  areas. 

Finally,  Lone  Star  got  a  grip  on 
the    chronic    management    problems 
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A  DREARY  DECADE 

In  cement,  a  merely  mediocre  record  looks  good.  Last  year  Lone  Star's 
net  earnings  were  only  5%  more  than  in  1959,  but  the  combined  earn- 
ings of  its  six  biggest  independent  competitors  were  34%  less. 


1959      1960      1961       1962      1963      1964      1965      1966      1967      1968 
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of  its  Latin  American  operations.  The 
company  had  operated  for  over  40 
years  in  Brazil,  Argentina  and  Uru- 
guay. But  despite  the  absence  of  U.S. 
competitors,  1965  earnings  were  just 
$2.2  million,  with  only  $900,000  in 
dividends  remitted  to  the  U.S.  That 
year  Lone  Star  formed  an  interna- 
tional division  to  control  its  four 
nearly  autonomous  Latin  American 
subsidiaries.  By  1968  earnings  had 
grown  to  $7.2  million  and  dividends 
to  $5.2  million,  the  latter  providing 
35%  of  total  company  income. 

Moreover,  the  outlook  is  good.  Last 
year  Lone  Star  sold  90%  of  its  Latin 
American  capacity  of  9.9  million  bar- 
rels and  is  now  building  an  additional 
5  million  barrels  of  capacity.  "Within 
five  years  we  should  sell  this  amount 
and  have  to  expand  again,"  says  Nich- 
olas Liberatore,  senior  vice  president 
for  international  operations.  "We  are 
in  an  expanding  market." 

Belter,    Not    Good 

No  management  deserves  medals 
for  a  5%  profit  gain  in  ten  years,  but 
Lone  Star's  elimination  of  excess  plant 
and  its  ambitious  Latin  American  op- 
eration are  so  unusual  by  industry 
standards  that  they  might  even  enable 
it  to  do  a  thing  rarely  heard  of  in 
cement — improve  earnings.  Indeed, 
the  only  other  big  independent  to  in- 
crease earnings  since  1959  is  Ameri- 
can Cement  of  Los  Angeles,  which  on 
a  much  smaller  base  gained  27%.  In 
contrast,  the  worst  performer,  Mar- 
quette Cement,  declined  57%. 

Earnings  would  again  zoom  up  if 
a  shortage  developed,  of  course,  and 
some  securities  analysts  see  this  hap- 
pening if  the  long-awaited  building 
boom  ever  materializes.  Current  de- 
mand is  410  million  barrels  vs.  a  500- 
million-barrel  capacity.  By  1975  de- 
mand could  be  600  million  barrels. 
But  will  the  industry  overbuild  again, 
as  it  did  in  the  Fifties?  Kringel  hopes 
not,  but  he  claims  that  his  more 
efficient  plant  should  still  be  able  to 
make  money.  His  newest  units,  he 
says,  have  a  per-barrel  manufacturing 
cost  one-third  less  than  the  old. 

Unfortunately,  Kringel's  options 
outside  of  building  materials  are  lim- 
ited. With  a  price/ earnings  ratio  of 
about  13,  acquisitions  for  stock  are 
extremely  expensive,  and  the  com- 
pany's management  has  little  experi- 
ence outside  the  industry.  One  possi- 
bility is  real  estate.  In  the  last  two 
years  Lone  Star  has  sold  $4.4  million 
worth  of  land,  and  it  has  some  20,- 
000  remaining  acres  that  could  be 
sold  or  developed. 

But  don't  expect  quick  action.  Lone 
Star  is  not  a  fast-moving  company; 
it  just  looks  fast  compared  with  its 
competition.  ■ 
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We're  a  new  firm 
ontheAmex. 
But  when  it  comes  to 
computer  services 
we're  starting  off 
at  the  top. 

We've  put  the  Number  One  firm  in  computer  leasing  - 
SSI  Computer— together  with  the  Number  One  firm 
in  Accounts  Receivable  data  processing  — 
Statistics  for  Management.  Our  new  name  is 
ITEL  Corporation. 

We're  starting  off  with  $200,000,000  in  assets.  We're 
starting  off  as  the  largest  lessor  of  IBM  360  computers 
in  the  world.  We're  starting  off  processing  more 
Accounts  Receivable  than  anyone  else  in  America. 

That's  a  good  start. 

LISTED  ON  THE  AMERICAN  STOCK  EXCHANGE  AND 
THE  PACIFIC  COAST  STOCK  EXCHANGE  JUNE  17. 
EXECUTIVE  OFFICES:  ONE  BUSH  STREET. 
SAN  FRANCISCO.  CALIFORNIA  94104 

TICKER  SYMBOL:  "I" 


AFFLUENTS 

FORBES  was  first  measured  by  the  Simmons  Study  in 
1964. 

Our  readers  median  household  income  that  year  was 
$9,631—50%  greater  than  the  U.S.  median. 

It's  five  years  later,  and  Simmons  finds  that  FORBES' 
median  household  income  is  now  $14,060— up  46%. 

Now  we're  80%  above  the  national  median. 

That's  FORBES  for  you. 


Not  So  Dumb 

American  Petrofina's  purchase 
of  Cosden  Petroleum  may  have 
looked  silly  in  1963.  But  it  wasn't. 

When  American  Petrofina  bought  Cos- 
den Petroleum  from  W.  R.  Grace  in 
1963  for  some  $9C  million,  the  oil  in- 
dustry- rocked  with  laughter.  How 
dumb  of  those  Belgians  at  Petrofina 
S.A.  American  Petrofina,  the  two- 
thirds  owned  subsidiary  of  the  billion- 
dollar  Belgian  oil  company,  was  a 
deficit  refiner.  So  was  Cosden.  How, 
the  wiseacres  asked,  could  the  Bel- 
gians put  two  minuses  together  and 
hope  to  get  a  plus? 

The  wiseacres  have  now  gone  into 
hiding,  and  it's  the  Belgians  who  are 
laughing.  After  slumping  from  64 
cents  a  share  in  1963  to  22  cents  in 
1964,  earnings  had  risen  a  spectacular 
895%  to  $2.19  a  share  last  year,  and 
they  will  be  even  greater  this  year. 
By  contrast,  the  industry  gain  over 
the  same  period  was  roughly  50%. 
American  Petrofina's  return  on  equity 
is  16%,  one  of  the  highest  in  the 
business. 

The  Belgians  knew  what  they  were 
doing.  They  saw  possibilities  in  Cosden 
that  had  never  occurred  to  anyone  else. 
And  they  saw  how  American  Petrofina 
plus  Cosden  could  be  made  to  fit  into 
Petrofina  S.A.'s  worldwide  operations. 

The  Cosden  acquisition  brought 
American  Petrofina  gas  stations  to 
over  3,000.  Harry  Jackson,  then  presi- 
dent, realized  he  couldn't  match  the 
money  the  integrated  oil  giants  were 
spending  on  advertising,  but  perhaps 
he  could  make  up  for  it  by  cleverer 
advertising.  When  several  of  the 
giants  started  claiming  a  secret  in- 
gredient that  gave  their  gas  greater 
this  or  that,  Petrofina's  ads  solemnly 
claimed  that  its  Fina  gas  stations  had 
a  secret  ingredient,  too — pink  air.  It 
was  colorless,  odorless  and  invisible, 
but  it  was  great. 

Sense  of  the  Ridiculous 

Then  still  another  mysterious  in- 
gredient was  added  to  Fina  gas: 
Pflash.  Having  Pflash  was  better  than 
having  a  tiger  in  one's  tank.  "Pflash," 
said  the  Petrofina  ads,  "is  Fina's 
Anti-Nuisance  Additive.  .  .  .  Pflash 
combats  all  those  petty  driving  pfrus- 
trations  that  pfatigue  you,  inpfuriate 
you,  and  pfinally  make  you  sorry  you 
ever  got  a  driver's  license. 

"Pfabulous  as  it  may  seem,  Pflash 
makes  even  parallel  parking  a  cinch. 
It  smooths  out  bumps  .  .  .  firms  up 
soft  shoulders,  adds  minutes  on  park- 
ing meters  .  .  .  and  even  improves 
the  food  at  roadside  restaurants  .  .  .  ." 

Silly?  Maybe  so,  but  as  Madison 
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Avenue    often    Forgets,    Americans   do 
lave  a  sense  of  the  ridiculous.  In  five 
■ears,    American    Petrofina    increased 
the  number  of  its  gas  stations  by  onlv 
lC^r  but  sales  of  Fina  rose  by  20%. 
With  the  Cosden  acquisition  came 
a  then-paltry  S19-million  petrochemi- 
cal business.  Now  it  amounts  to  S50 
million.    The    reason:    new    products. 
lays  Jackson's  successor,  former  New 
York   lawyer   Richard   Galland:    "Our 
petrochemical    sales    have    of    course 
be  11  greatly  aided  by  the  assistance 
our  scientists  got  from  Petrofina  S.A.'s 
i  h   department,    but  remember, 
he  scientists  were  already  there.  Per- 
il; ps    we    realized    their    importance 
e  than  W.  R.  Grace  did." 

Boost    from    Taxes 

Making  the  best  use  of  U.S.  tax 
l.;ws  also  helped  American  Petrofina's 
earnings  growth.  The  U.S.  allowance 
for  depletion  and  intangible  drilling 
costs  are  far  more  generous  than  those 
the   Belgian   government   grants. 

The  Internal  Revenue  Service  in 
1967  ruled  that  CaOand  could  file  a 
consolidated  tax  return — effective 
1966— with  Petrofina  S.A.'s  I  S 
holding  company,  in  particular  its  ex- 
ploration subsidiary.  This  gave  toner- 
Ban  Petrofina  the  advantage  of  the 
pbbsidiary's  tax  benefits.  After-tax 
Burnings  tor  American  Petrofina  rap- 
idlv  rose  tn  $10.6  million  in  1966,  to 
MI2  million  in  1967  and  to  $16.3 
million   in    1968. 

What  this  has  meant  for  the  I  s 
shareholders  of  American  Petrofina  is 
that  they've  gotten  the  benefit  of 
tax  savings  and  oil  explorations 
without  it  costing  them  a  dime  foi 
drilling  expenses.  In  1968  the  savings 
increased  American  Petrofina's  earn- 
ings In   $5.2  million. 

There  has  recently  been  a  spate 
ot  Washington  talk  about  reducing 
oil  company  tax  benefits.  This  would, 
ot  course,  hurt  American  Petrofina 
Bo,  but  no  more  than  it  would  hurt 
ever)  compart)  in  oil  exploration. 
Galland  insists  that  American  Petro- 
fina's growth  will  continue  no  mattei 
what  Congress  does  about  taxes.  Tin 
very  much  impressed  by  what  m> 
Dallas  neighbors  like  Mr.  Ling  [o! 
Ling-Temco-Yought]  have  done  in 
going  into  such  diverse  areas,"  he 
says,  "but  I  think  we  can  do  vers 
well,  too,  in  our  own  two  areas  ot  ac- 
tivity— refining  and  petrochemicals. 
Within  these  two  areas,  we're  eager 
for  acquisitions.  We  want  to  grow, 
and  we're  confident  we  can." 

Like  Shell  and  British  Petroleum, 
Petrofina  S.A.  has  demonstrated  with 
American  Petrofina  that  foreign  oil 
companies  also  know  a  trick  or  two. 
Otherwise,  how  could  it  add  two 
minuses  and  get  a  plus?  ■ 


We  seek  growth  opportunities  for  companies. 


TPO  Incorporated 

61  Broadway 

New  York,  N.Y.  10006 

Members:  New  York  and 

American  Stock  Exchanges. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 

$25,000,000 

Carrier  Corporation 

5 Vs%  Convertible  Subordinated  Debentures  due  1989 

Convertible  on  or  prior  to  maturity,  unless    previously  redeemed,  into  Common 
Stock  at  a  conversion  price  of  $42.00  a  share,  subject  to  adjustment  in  certain  events. 


Price  100% 


Cupic?  of  the  Prospectus    may  be    obtained  from   such  of  the 
underwriters  as  are  registered  dealers  in   securities  in  this  State. 


Drexel  Harriman  Ripley 

in<  or.rnii 

Blyth  a  Co.,  Inc. 


HORNBLOWER  &  WEEKS-HEMPiIILL.  NOYES 

The  First  Boston  Corporation 
Eastman  Dillon,  Union  Securities  a  Co.  Glore  Forgan.Wm.R.Staats  Inc. 

Goldman.  Sachs  a  Co.  Lehman  Brothers  Loeb,  Rhoades  a  Co. 

Merrill  Lynch, Pierce. Fenner  a  Smith  Paine. Webber,  Jackson  &  Curtis 

Smith  B\r\ey  a  Co.  White.  Weld  a  Co.  Dean  Witter  a  Co. 

INCORPORATED  INCORPORATED 

\  G  Becker  a  Co.        Clark.Dodge  a  Co.        Equitable  Securities, Morton  a  Co. 

■;,;.  I  I'tll  INXORPORATED 

W  E  Kutton  a  Co.       W.  C.  Langley  &  Co.       Reynolds  &  Co.       Robert  Fleming 

INCORPORATED 

Hh i  Samuel  Securi:  Model, Roland  a  Co.. Inc.  Spencer Trask  a  Co. 

poration  incorporated 

Tuckek.Anthony sR.LDay  Wood,Struthers aWinthrop  TheChicagoCorporation 

Julien  Collins  a  Company      McCormick  a  Co.      Prescott.Merrill.Turben  a  Co. 

INCORPORATED 


rORBCS.  IULY  15,  1969 


55 


Faces  Behind  the  Figures 


Doing   Business   in   a   Spaceship 

"You  may  have  a  booming  busi- 
ness, you  may  be  winning  at  poker, 
you  may  be  making  love  to  a  fine 
lady,  you  may  be  very  happy.  But 
if  the  spaceship  goes  astray,  you 
go  astray."  The  speaker  is  a  hand- 
some and  gracious  61 -year-old 
Italian  businessman,  Aurelio  Pec- 
cei,  and  by  "spaceship"  he  means, 
of  course,  the  earth.  Peccei  is  vice 
chairman  of  Olivetti  and  a  member 
of  Fiat's  management  committee. 
He  is  very  much  a  European  man- 
agement man  of  the  new  school. 
But  he  is  spending  a  good  deal  of 
time  these  days  warning  fellow 
businessmen:  What  will  it  profit 
you  to  win  the  laurels  if  you  lose 
your  civilization? 

Bight  now,  Peccei  points  out, 
Western  business  is  basking  in 
general  prosperity.  But  just  ahead 
lie  famine,  total  pollution  and  war. 

Peccei  recently  outlined  his  fears 
and  solutions  in  a  well-reasoned 
and  readable  book,  The  Chasm 
Ahead,  published  a  few  months 
ago  by  Macmillan  ($7.50).  Peccei 
examined  two  conflicting  trends:  a 
world  made  increasingly  smaller 
by  technology  and  growing  popula- 
tion; and  a  world  made  increasingly 
more  hostile  by  the  widening  gap 


between  the  Western  countries 
and  the  underdeveloped  nations 
and  between  the  United  States  and 
Europe.  He  called  for  a  multi- 
nation  study  of  world  problems — 
Project  1969,  he  terms  it. 

Shortly  after  the  book  appeared, 
Peccei  and  several  other  European 
businessmen  and  intellectuals 
formed  the  Club  of  Borne,  a  group 
devoted  to  getting  Project  1969 
off  the  ground. 

U.S.  businessmen  recently  have 
come  to  realize  that  there  really 
are  domestic  problems  like  hunger, 
poverty  and  discrimination,  but 
Peccei  sees  these  problems  magni- 
fied on  a  global  scale,  with  whole 
nations  growing  poorer  and  more 
nationalistic.  He  says:  "We  have 
limited  time.  Things  are  going  so 
fast  that  if  we  do  not  make  prog- 
ress in  ten  or  15  years,  we  will 
have  failed  and  another  human 
group,  the  Chinese,  will  throw 
their  hat  into  the  arena.  They  will 
offer   their   alternatives." 

Peccei  has  first-hand  knowledge 
of  the  Chinese.  "I  have  lived  four 
years  in  China.  I  like  them  as  a 
people.  I  have  a  tremendous  re- 
spect for  their  capacity  for  sacri- 
fice. But  it's  a  civilization  totally 
different  from  ours;  we  will  not 
understand  anything  of  what  they 


Aurelio  Peccei 


say.  They  will  be  1  billion  strong." 

Peccei  proposes  that  the  U.S., 
Europe,  Bussia  and  Japan — the 
four  leading  industrial  powers — 
join  together  to  help  the  rest  of 
the  world  solve  problems  of  hun- 
ger, overpopulation,  pollution  and 
underdevelopment.  In  this,  busi- 
ness must  play  a  leading  role.  "I 
have  a  word  of  praise  for  inter- 
national companies,"  he  says.  "The 
corporation  is  now  more  advanced 
than  governments,  than  unions, 
than  universities.  Corporations  are 
more  in  touch  with  reality." 

Which  U.S.-based  company  is 
the  most  advanced  internationally? 
"All  my  praise  to  IBM,"  says  Pec- 
cei of  his  competitor.  "IBM  is  not 
perfect  but  it  has  caught  the  spirit 
of  the  world,  it  is  in  the  forefront." 

By  and  large,  however,  says 
Peccei,  "I  don't  think  corpora- 
tions do  enough.  They  are  shy  to 
take  responsibilities  outside  their 
own  domain.  They  do  not  under- 
stand yet  that  what  they  are  doing 
or  not  doing  today  has  a  very  great 
imprint  on  what  will  be  tomorrow. 
I  tell  my  American  friends  that, 
whether  they  want  to  or  not,  they 
should  be  much  bolder  because 
the  seat  of  power  is  in  the  U.S." 

To  those  complacent  souls  who 
nod  agreement  without  thinking 
the  problem  through,  Peccei  has 
this  warning:  The  joint  effort  he 
proposes  cannot  be  made  without 
hurting  some  businesses  and  up- 
setting old  ways  of  doing  things. 
For  example,  countries  will  have 
to  abandon  certain  industries  be- 
cause their  economies  aren't  suited 
to  them.  The  U.S.,  Peccei  believes, 
must  become  accustomed  to  buy- 
ing textiles  from  cheap  labor  coun- 
tries, just  as  cheap  labor  countries 
buy  computers  from  the  U.S. 

Labor  and  capital  will  be  in- 
convenienced in  another  way.  The 
international  company  of  the  fu- 
ture will  locate  its  factories  wher- 
ever in  the  world  it  is  economically 
best,  will  finance  its  expansion  from 
money  markets  around  the  globe, 
and  will  recruit  and  assign  execu- 
tives regardless  of  nationality.  "The 
headquarters  may  be  in  New 
York,"  says  Peccei,  "and  the  chair- 
man may  be  in  Europe.  But  the 
company  will  be  a  good  citizen  in 
50  or  60  countries." 

Which  is  not  so  revolutionary 
after  all  if  you  think  of  the  world 
the  way  Peccei  and  our  astronauts 
do — as  a  spaceship.  ■ 
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Curtis  D.  Buford 


Uncommon  Denominator 

"Everyone  recognizes  that  there 
has  to  be  some  interface  or  com- 
mon denominator  between  the  dif- 
ferent modes  of  transportation," 
says  Curtis  D  Buford.  48,  presi- 
dent of  Trailer  Train  Co.,  the  rail- 
road industry's  $650-million  (as- 
sets) piggyback  arm,  and  more 
and  more  people  are  coming  to 
recognize  that   it's  already  here — 


in  Trailer  Train."  Trailer  Train 
owns  the  50,000  flatcars  that  most 
railroads  use  to  carry  trailers 
("piggybacking")  and  containers. 
Trailer  Train  is  unquestionably 
the  most  dynamic — and  profitable 
— notion  that  railroads  have  had 
in  nearly  a  half  century.  Not  only 
has  it  won  60%  of  Detroit's  auto 
business  back  to  the  railroads,  TT 
has  also  provided  the  only  real 
growth  the  railroads  have  had  in 


decades.  Over  the  past  five  years, 
when  conventional  freight  declined 
4%,  Trailer  Train's  soared  50%. 

TT  not  only  moves  freight,  it 
makes  money  on  it — $18.7  million 
before  taxes  last  year  on  $97.9  mil- 
lion in  revenues,  for  a  13.6%  return. 
And  so  long  as  TT  keeps  on 
growing,  there  won't  be  any  taxes, 
because  TT's  depreciation  for  tax 
purposes  is  growing  even  faster. 

A  major  reason  for  TT's  profit- 
ability is  its  high  utilization  of 
equipment — close  to  four  times 
that  of  the  average  freight  car. 
This  stems  largely  from  the  ease 
with  which  the  cargo  can  be  sepa- 
rated from  the  carrier  at  destina- 
tion, freeing  the  flatcar  for  use  else- 
where. By  contrast,  a  boxcar  often 
sits  days  waiting  to  be  unloaded. 

Buford,  an  MIT  graduate  who 
came  to  Trailer  Train  last  March 
from  the  Pittsburgh  &  Lake  Erie, 
concedes  that  TT's  present  10% 
growth  rate  is  only  half  what  it 
was  a  few  years  back,  and  that  it 
could  grow  faster  if  it  were  free  to 
expand  beyond  flatcars  into  other 
types — covered  hoppers,  for  ex- 
ample. But  that's  up  to  the  36  rail- 
road companies  and  a  freight  for- 
warder that  own  Trailer  Train. 
"Until  they  believe  this  is  to  their 
advantage,"  Buford  says,  "they 
won't  do  it."  ■ 


New  Wave,  Old  Plan 

Henry  B.  Sc  HACHT  is  possibly  the 
only  president  ot  an  old-line  Ameri- 
can compan)  who  did  his  service 
in  Vietnam.  Schacht,  who  became 
president  of  S350-million-sales 
Cummins  Engine  last  month,  is 
only  34.  He  was  one  of  the  first 
Navy  officers  in  Saigon  on  regular 
assignment,  when  the  U.S.  was 
still  main])   providing  advisers. 

Cummins  is  an  old  company,  but 
Schacht's  elevation  to  the  presi- 
dency shouldn't  be  such  a  great 
surprise.  The  man  who  planned 
it.  60-year-old  J.  Irwin  Miller, 
chairman  and  still  chief  executive, 
decided  long  ago  to  put  young 
men  in  top  positions.  Looking  back 
on  his  own  career,  Miller  concluded 
that  only  younger  men  are  really 
equipped  to  handle  modern  prob- 
lems. In  1966  Miller  asked  a  group 
of  bankers:  "How  can  you  make 
a  bright  29-year-old  a  vice  presi- 
dent over  a  dozen  people  twice 
his  age?"  Two  years  earlier  Miller 


had  made  Schacht  financial  vice 
president  at  age  29. 

Schacht,  a  Yale  and  Harvard 
Business  School  grad,  already  had 
considerable  experience  in  Abex 
Corp.  and  the  Miller  family's  in- 
vestment firm.  He  clinched  the 
presidency  by  successfully  heading 
Cummin's  recent  big  push  in  the 
European  diesel  mprket.  Now, 
Schacht  says  his  big  job  is  getting 
Cummins  diversified  away  from  its 
90%  dependence  on  diesels. 

A  big  task  for  a  34-year-old  ex- 
ecutive only  five  years  in  the 
company?  Schacht  points  out  that 
there  are  plenty  of  older  heads 
around,  such  as  Miller.  But  more 
important,  says  Schacht,  are  the 
young  men,  such  as  36-year-old  Fi- 
nancial Vice  President  John  T. 
Hackett,  who  also  joined  Cummins 
according  to  Miller's  plan. 

"Youth  is  no  problem,"  says 
Schacht,  "though  some  people  keep 
looking  for  someone  to  follow  me 
in  the  door.  They're  so  surprised 
they  blurt  right  out,  'My  Godl' "  ■ 
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Faces  Behind  the  Figures 


Peddling  His  Own  Wares 

Ad-man  William  Bernbach,  chair- 
man of  Doyle  Dane  Bernbach,  has 
made  name  and  fortune  selling 
other  people's  products.  Now  the 
creator  of  Avis  ("We  Try  Hard- 
er"), Volkswagen  ("Think  Small") 
and  many  other  successful  ad  cam- 
paigns wants  a  try  at  selling  his 
own  products. 

Bernbach  made  his  first  move 
last  October,  buying  20%  of  Georg 
Jensen  Inc.,  the  fashionable  silver 
and  giftware  emporium.  Now  he's 
negotiating  for  a  local  ice-cream 
distributor  in  New  York.  To  facili- 
tate paying  for  further  acquisitions, 
the  agency  early  this  month  bought 
back  from  retiring  Executive  Com- 
mittee Chairman  Ned  Doyle  173,- 
389  of  his  DDB  shares.  The  kinds 
of  acquisitions  Bernbach  says  he 
wants  are  those  of  "undermarketed" 
companies. 

By  "undermarketed"  Bernbach 
means  companies  where  advertis- 
ing alone  can  make  the  big  differ- 


William  Bernbach 


ence.  "The  classic  example,"  he 
says,  "is  Volkswagen.  Over  50% 
of  all  imports  are  Volkswagens, 
and  you  still  have  to  wait  your  turn 
to  get  one."  He's  also  proud  of  his 
Avis  campaign:  "It  benefited  the 
whole  industry.  Total  rent-a-car 
sales  went  way  up  because  there 
was  vitality  in  the  business."  But 
.this  didn't  keep  Bernbach  from  los- 
ing the  account  last  month. 

"We  took  Cracker  Jack — I  loved 
getting  that  account  because  it's 
real  Americana.  It  was  a  unique 
product;  we  had  to  make  people 
aware  of  it.  Their  business  is  up 
three  or  four  times." 

Increasing  the  earnings  of  his 
acquisitions  may  be  another  mat- 
ter. But  Bernbach  thinks  he  can 
do  it.  Eventually  he  wants  earnings 
from  his  own  products  to  match 
those  from  the  agency  business — 
$3.2  million  in  1968.  This  could  be 
one  way  to  offset  the  profit  lag  that 
has  afflicted  Madison  Avenue; 
Doyle  Dane's  earnings  were  down 
33%  last  year  from  1967.  ■ 


High  Price  of  Optimism 

The  Bevolution  of  Rising  Expecta- 
tions isn't  unique  to  developing 
countries.  Company  heads  like 
Donald  P.  Kircher  of  $1.7-billion- 
sales  Singer  Co.  get  fooled  too. 
"We're  a  company  with  an  op- 
timistic point  of  view,"  explains 
Kircher  about  Singer's  current 
problems  in  Africa,  the  Far  East  and 
Latin  America.  "The  trouble  was 
that  I  didn't  discount  some  of  the 
optimism." 

in  1963  Sing?r  put  on  a  big 
sales  push  in  these  countries.  In 
some  ways  K  optimism  was 

rewarded.  Singer  c!  no  trouble 
building  sales,  not  only  of  sewing 
machines  but  oi  other  products 
such  as  televisions  and  refrigera- 
tors. Sales  grew  10%  a  vear,  to 
$259  million  by  1967. 

But  profits?  The  margins  kept 
nan  owing  and  last  year  profits 
were  below  1967's.  Most  of  the 
buying,  unfortunately,  was  done  on 
credit.  In  the  developing  areas,  al- 
most 70%  of  sales  were  for  credit 
VS.  50%  in  both  Europe  and  the 
U.S.  In  late  1967  Singe;  dis- 
covered its  receivables  were  way 
out  of  hand. 

Kircher  called  a  halt  on  the  big 


sales  push,  even  though  this  left  an 
opening  for  competitors  like 
Necchi  and  Sears.  He  then  started 
reclassifying  Singer's  non-European 
markets.  Those  where  conditions 
were  favorable  got  an  A  and  a  go- 
ahead;  those  where  a  wait-and-see 
attitude  seemed  best,  B;  and  those 
where  a  withdrawal  seemed  best, 
C.  Most  of  the  As  are  in  Latin 
America,  most  of  the  Cs  in  Africa. 

Then  Kircher  started  shaking  up 
Singer's  top-heavy  foreign  staff. 
"We'd  been  in  some  of  these  mar- 
kets for  centuries,"  says  Kircher, 
exaggerating  only  slightly,  since 
Singer  has  been  overseas  since  the 
Civil  War.  But  the  top  managers 
of  the  overseas  operations  were  all 
stationed  in  the  RCA  Building  in 
Manhattan's  Rockefeller  Center. 
"The  big  organizational  change 
that  we  made  after  the  study," 
says  Kircher,  "was  to  move  the  line 
managers  to  the  field. 

Singer's  international  group 
(which  doesn't  include  Europe)  is 
still  trying  to  adjust  to  the  reorgan- 
ization. But  Kircher  hopes  to 
straighten  the  situation  out  by 
1970.  By  then  he  hopes  profits  will 
finally  have  passed  1967  levels, 
and  sales  will  once  again  have  be- 
gun to  grow.  ■ 


Donald  P.  Kircher 
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Excuses,  Excuses 

Finding  excuses  for  ill-conceived 
acquisitions  is  becoming  an  impor- 
tant part  of  many  an  executive's 
job  as  the  dust  begins  to  settle  on 
the  recent  merger  craze.  If  you 
ask  George  Murphy  why  the  earn- 
ings of  his  company,  G.W. 
Murphy  Industries,  declined  from 
S3. 7  million  after  taxes  in  1967 
to  S2.S  million  last  year,  he'll  tell 
you  that  he  was  had. 

In  1966  he  bought  Reed  Roller 
Bit,  an  oil-tool  maker,  for  $20 
million.  Says  Murphy,  "I  didn't 
know  that  Reed  had  $13  million 
in  outstanding  demand  notes  and 
two  banks  breathing  down  its  neck. 
I  didn't  know  the  Justice  Depart- 
ment was  after  it  for  a  recent 
acquisition.  I  didn't  know  the  man- 
agement that  tame  with  Reed 
thought,  inaccurately,  that  it  was 
God's  gift  to  U.S.  industry." 

It  should  be  a  source  of  some 
comfort  to  ordinary  investors  to 
know  that  so-called  insiders  get 
taken,  too.  How  could  Murphy 
have  tailed  to  learn  about  the  debt 
or  the  Justice  Department  action? 
'They  just  didn't  tell  me,"  he  la- 
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ments.  The  story  of  G.W.  Murphy 
Industries  may  be  the  story  of 
many  companies  that  have  grown  at 
a  dizzy  pace  through  acquisitions. 

Soon  after  buying  Reed,  Murphy 
started  picking  up  companies 
wherever  he  could.  He  raised  sales 
from  $76.8  million  in  1966  to  $101 
million  last  year.  He  raised  the 
long-term  debt  from  $8.5  million 
to  $25.6  million.  But  earnings  have 
gone  nowhere.  Last  year  they  were 
$1.21  a  share  (9  cents  came  from 
an  accounting  change)  vs.  $1.48 
a  share  in  1965,  the  year  before 
Murphy  took  over.  The  stock, 
which  sold  as  high  as  37,  is  down 
to  15,  where  it  was  in  1965. 

Murphy's  biggest  problem  last 
year  was  the  decline  in  govern- 
ment orders  suffered  by  his  Cleco 
Pneumatic  division.  He  has  now 
sold  Cleco  to  Dresser  Industries. 

But  Murphy  still  insists  his 
troubles  stem  from  the  fact  that 
he  didn't  know  what  he  was  get- 
ting into  when  he  bought  Reed. 
"I  fired  everybody  from  the  presi- 
dent on  down,  122  people  in  all," 
he  says.  "I  wanted  a  good  invest- 
ment; I  got  a  can  of  worms."  He's 
not  alone  in  the  worm  business.  ■ 


Titles?    Power?    Money? 
Who  Needs  Them? 

What's  the  matter  with  this  man? 

He  holds  five,  count  them,  five 
of  the  biggest  jobs  at  Xerox.  He's 
a  director  of  the  company,  vice 
president  of  its  West  Coast  divi- 
sion, senior  vice  president  and 
director  of  its  division  of  corporate 
development,  chairman  of  the 
board  of  another  division,  Elec- 
tro-Optical  Systems. 

Naturally  he's  doing  better  than 
all  right  financially. 

He  has  the  world  on  a  string. 

So  why  does  he  get  up  and  quit 
even  though  Xerox  is  offering  to 
wrap  the  world  in  gilt  paper  for 
him? 

That's  precisely  what  51-year- 
old  Abraham  M.  Zarem  did,  and 
his  reason  for  quitting  illustrates 
why  some  people  are  happy  work- 
ing in  a  huge  corporation  while 
others  can  never  be  happy  unless 
they're  starting  one. 

Zarem  is  a  creator.  He  founded 
Electro-Optical  Systems,  an  ad- 
vanced-technology company,  in 
1956,  and  built  it  from  nothing  to 


a  company  with  revenues  of  about 
$55  million  and  earnings  of  about 
$2  million.  In  1963,  Xerox  ac- 
quired EOS  for  $14.5  million  and 
with  it  Xerox  acquired  Zarem.  It 
gave   him   titles,   power,   money — 
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Abraham   M.   Zarem 


everything  except  what  he  really 
wanted.  Zarem  says: 

"I  fool  people.  The  academicians 
think  I  am  a  businessman.  The 
businessmen  think  I'm  an  academi- 
cian. Scientists  think  I'm  a  philos- 
opher. Philosophers  think  I'm  a 
scientist.  Few  people  know  what  I 
really  am.  I'm  basically  an  entre- 
preneur." 

Already  firmly  established,  Xerox 
had  long  since  passed  the  stage 
where  it  needed  entrepreneurs. 
Zarem  handed  in  his  resignation, 
but  President  C.  Peter  McColough 
and  Chairman  Joseph  Wilson  re- 
fused to  accept  it.  They  persuaded 
Zarem  to  stay  with  the  company 
to  draw  up  a  plan  of  what  fu- 
ture moves  it  should  make.  Zarem 
chuckles:  "They  thought  it  would 
take  dozens  of  men  about  ten  years 
to  finish  the  job.  I  said  I  could  do 
it  with  four  people  in  two  years." 

He  did.  And  now  he's  left  Xerox 
for  good,  though  McColough  and 
Wilson  remain  two  of  his  closest 
friends.  He's  going  to  a  new  "ad- 
venture." What,  he  doesn't  know, 
except  that  it  will  be  something 
innovative.    ■ 
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The  Money  Men 


Art   Linkletter 


Money 
Isn't  Funny 


If  a  study  of  the  money  men 
proves  anything  it  is  this:  There 
is  no  one  approach  to  successful 
money  management.  (The  go-go 
boys  used  to  talk  as  if  they  alone 
had  the  secret,  but  they  haven't 
looked  so  sharp  lately.)  Take  Art 
Linklctter's  case,  for  example. 

We've  anticipated  the  question: 
What's  a  voluble,  engaging  TV 
personality  got  to  do  with  money 
management?  Well,  lor  one  thing, 
he  has  buill  himself  a  personal 
fortune  of  i  se  to  $20  million, 
and  not  from  the  highl)  taxed 
dollars  he  earned  in  TV  and 
through  his  best-selling  hooks;  he 
made  the  bulk  from  investments. 
Because  he  is  both  smart  and  rich, 


Linkletter  has  been  a  director  of 
such  good-sized  companies  as  Di- 
ner's Club  and  Flying  Tiger  Lines. 
He  has  resigned  from  these  boards, 
but  is  still  a  director  of  Western 
Airlines,  Royal  Crown  Cola  and, 
most  recently,  Ogden  Corp. 

On  top  of  this  his  Linkletter 
Enterprises  is  a  professional  money 
management  firm.  It  manages  a 
number  of  pension  funds  and  the 
funds  of  several  fellow  entertainers, 
including  Bob  Cummings,  Pat 
Boone  and  Cliff  Robertson.  All  in 
all,  Linkletter  places  about  $15 
million  in  new  money  into  invest- 
ments every  year.  About  half  goes 
into  the  stock  market.  The  other 
half  goes  into  venture-capital  deals. 

('halting,  relative  earnings 
growth,  hedge-funding  and  the 
other  currently  stylish  formulas 
play  no  part  in  Linkletter's  invest- 


ing. He  is  not  much  on  computers, 
electronics,  cryogenics.  Linkletter 
invests  in  enterprises  that  he,  per- 
sonally, can  understand.  In  terms 
of  marketing,  in  terms  of  people. 
He  is  a  fundamentalist  but  not  a 
.statistical  fundamentalist. 

"I  know  it's  a  cliche,"  says  Link- 
letter,  "but  I  bet  on  people.  Par- 
ticularly people  who  have  the  guts 
and  creativity  to  change  some  seg- 
ment of  life  in  the  U.S.  Let  me  ex- 
plain it  this  way:  I  was  the  first 
man  to  introduce  Pillsbury  cake 
mixes  some  25  years  ago.  Instant 
mixes  changed  the  whole  life  of  the 
woman  in  the  kitchen.  I  was  the 
first  to  advertise  the  Paper  Mate 
pen  on  the  air,  which  changed  the 
writing  habits  of  the  nation.  And 
I  was  the  first  to  promote  Toni 
[hair  products]." 

Linkletter  wasn't  rich  enough 
then  to  buy  into  these  situations.  But 
when  he  did  have  money  he  knew 
what  to  look  for.  In  1960  he  in- 
vested in  Royal  Crown  Cola,  just 
before  it  introduced  Diet  Rite  Cola, 
the  first  such  diet  drink  on  the  mar- 
ket. "In  fact,"  says  Linkletter,  "I 
was  the  one  who  insisted  they 
bring  it  out  immediately;  they  had 
been  researching  it  for  more  than 
seven  years."  Most  recently  when 
Stokely-Van  Camp  was  looking  for 
a  partner  to  market  Gatorade,  Link- 
letter  brought  RC  into  the  picture. 

RC  has  been  good  to  Linkletter. 
With  his  initial  investment  of 
$312,000  Linkletter  so  far  has 
made  a  profit  of  $1.5  million. 
Though  he  sold  out  much  of  his 
interest  in  the  company  several 
years  ago,  he  still  controls  some  5% 
of  the  stock.  "I  just  want  to  stay 
on  for  the  ride,"  he  says. 

Other  Linkletter  investments  in- 
clude Harrell  International.  He 
helped  it  market  Formula  409,  one 
of  the  first  multipurpose  house- 
hold spray  cleaners.  And  when  the 
hula  hoop  hit  the  market  in  1958, 
there  was  Linkletter  money  behind 
it.  He  got  into  it  simply  because 
a  small-time  toy  inventor  named 
Reuben  Klamer  heard  Linkletter 
liked  to  back  off-beat  ventures.  After 
one  short  meeting  with  Linkletter, 
Klamer  had  the  $50,000  he  needed. 

"I  knew  it  was  a  nutty  idea,  and 
wouldn't  last  long.  Sooner  or  later 
I  knew  every  toy  outfit  in  the  coun- 
try would  copy  it.  So  when  I  made 
15  to  20  times  my  initial  invest- 
ment,   I    got   out."   Linkletter   sold 
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Some  investment  analysts 
or  The  Stockbrokers  To  Know 
travel  40%  of  their  time 
to  give  you  straight  answers. 


To  get  straight  answers  our 
investment  analysts  put  pointed 
questions  to  top  corporate 
management  during  personal 
inspection  tours.  To  our  way  of 
thinking,  conclusive  research 
recommendations  need  this  type 
of  attention.  Anything  less  results 
in  fuzzy  thinking,  which  has  no 
place  in  investment  programs. 
Every  last  one  of  our  42  investment 
analysts  bends  his  whole  effort 
towards  giving  you  incisive 
opinions,  based  on  in-depth 
evaluations. 

Because  our  penetrating 
analyses  are  concentrated  on 
a  comparatively  small  number  of 
quality  stocks,  we  believe  we  can 
follow  changing  trends  more 
closely.  And  still  offer  investors 
with  varied  needs  a  sufficiently 
broad  range  of  investment  values. 
Our  surveillance  is  continuous.  So 
when  we  think  it's  time  to  buy,  we 
say  so;  or  if  it's  time  to  switch, 
we  won't  hesitate  to  offer  that 
advice,  too. 

Our  more  than  1100  partners, 
managers  and  stockbrokers 
constantly  rely  on  these  values 
recommended  by  Paine,  Webber's 
timely  research.  Which  is  why  you 
can  get  straight  answers  from  the 
Stockbrokers  to  Know  at  any  of  our 
67  offices  coast  to  coast  and 
abroad. 

Why  not  call  or  drop  in  soon 
for  a  copy  of  one  of  our  detailed 
research  studies  or  our  monthly 
Security  Buyer's  Guide. 

Paine,  Webber, 
Jackson  &  Curtis. 
Members  of  the 
New  York 
Stock  Exchange. 


The  Money  Men 


out  to  Klamer,  making  nearly  $1 
million  on  the  deal. 

Linklettter  really  lights  up  when 
he  gets  talking  about  one  of  his 
current  ventures — Bill  Lear's  steam 
car  (  Forbes,  /(//;/  I ) .  "I  don't 
have  $10  million  in  it  like  Bill 
Lear,"  he  says,  "but  I  have  enough 
in  it  to  be  a  substantial  partner. 
This  is  one  of  the  most  dramatic 
chances  I  have  to  back  a  guy 
who's  going  to  change  the  face  of 
our  industrial  nation.  There  are 
about  20  industries  other  than  autos 
in  which  the  steam  engine  will  fit. 

"I  like  to  take  three  or  four 
guys  like  Bill  Lear  and  bet  on 
them.  The  thrill  of  one  hit  out  of 
ten  makes  all  the  other  disappoint- 
ments not  only  worth  it  emotional- 
ly, but  the  one  in  ten  makes  back 
all  the  money  I  lost  from  the  other 
nine,  plus  another  ten  times  my 
initial  investments." 

Linkletter  is  a  fascinating  phe- 
nomenon. Viscerally  as  well  as 
intellectually  he  understands  that 
the  big  money  being  made  today 
is  being  made  out  of  change.  As 
an  entertainer  and  merchandiser 
he  has  a  tremendous  feel  for 
changes  in  the  public's  taste  and 
buying  patterns.  Understanding 
change  is  one  thing,  of  course, 
and  getting  to  know  where  to  bet 
on  it  is  another.  But  Linkletter  has 
that  one  figured  out,  too. 

"What  most  people  don't  realize 
is  I  spend  a  great  deal  of  my  time 
on  speaking  engagements.  Maybe 
I'll  speak  to  the  National  Associa- 
tion of  Manufacturers  or  the  In- 
vestment Bankers  of  America. 
These  engagements  constitute  a 
tremendous  source  of  investment 
opportunity.  Why?  There's  a  great 
affinity  between  many  businessmen 
and  entertainers.  Early  in  the  game 
I  learned  if  they  enjoyed  what  I 
had  to  say,  they  wanted  to  impress 
me  with  their  abilities.  Naturally, 
in  the  finance  field  the  way  you 
impress  someone  is  with  per- 
formance. So  they  bring  me  their 
best  deals.  Once  in  I  don't  just  sit 
on  the  sidelines  and  watch  some- 
one else  play  with  my  money,  like 
many  other  show  business  people. 
I    go    to    all    the    board    meetings." 

If  this  gives  the  impression  of  a 
man  who  is  working  virtual])  all 
the  tii  ie,  then  the  impression  is 
correct  Linkletter  takes  money  ser- 
iously. He  respects  a  dollar.  You 
see    this  an    instant   when    you 


Jack  Linkletter 


talk  with  him  in  his  rather  spartan, 
un-Hollywoodish  office.  It's  not  the 
happy-throated  TV  Linkletter  you 
meet,  but  an  almost  humorless  man. 
With  good  reason.  Art  Linkletter 
grew  up  in  near-poverty.  An 
orphan  born  in  Saskatchewan,  Ca- 
nada, he  was  adopted  by  an  in- 
digent Baptist  minister,  John  Ful- 
ton Linkletter,  and  spent  his  youth 
in  San  Diego  where  he  went  to 
school  in  hand-me-down  clothes, 
often  contributed  by  the  Salvation 
Army.  Painfully  he  worked  his  way 
through  San  Diego  State  Teachers 
College  and  became  a  radio  an- 
nouncer, then  breaking  into  the  big 
time  by  masterminding  "People  Are 
Funny"  and  "House  Party." 

By  the  time  Linkletter  was  29, 
in  the  early  Forties,  he  was  making 
81,000  a  week,  but  he  wasn't  happy. 
It  was  not  enough  just  to  have 
money  in  his  pocket.  He  wanted 
the  assurance  of  knowing  that  he'd 
always  have  money.  Unlike  most 
new-rich  entertainers,  he  bought  no 
sexy  cars  or  flashy  clothes;  instead 
he   taught   himself  how   to   invest. 

We  brought  him  back  to  some- 
thing he  had  mentioned  earlier: 
thai  he  only  needed  one  big  hit 
on'  of  ten  swings.  What  about 
your  mistakes,  we  asked?  Linklet- 
ter didn't   duck   that  one. 

'Where  I  have  missed  most 
consistent!)  and  lost  the  most 
mone\     all    through    my    life    was 


betting  on  great  salesmen.  You 
probably  know  die  reason  for  that. 
A  salesman,  which  I  am,  is  more 
easily  sold  on  the  dreams  of  an- 
other salesman.  On  top  of  that,  land 
has  proved  to  be  some  of  my 
worst  investments." 

Ironically,  both  pitfalls  yawned 
in  Linkletter's  first  Australian  ven- 
ture— growing  rice  in  the  country's 
northern  jungle.  And  it  was  a  real 
cropper.  The  salesman  was  the  late 
Harold  Holt,  then  Australia's  treas- 
urer and  later  its  prime  minister. 
Along  with  several  other  prominent 
moneybags,  Linkletter  bought 
Holt's  dream  of  supplying  the 
world  with  rice  from  Australia. 
Within  a  few  short  years  the  ven- 
ture was  a  $2-million  flop.  That 
was  enough  to  send  Linkletter's 
partner  back  to  the  States.  But  not 
Linkletter.  To  him,  at  55  cents  an 
acre,  land  in  Australia  still  looked 
like  a  good  investment.  Instead  of 
taking  another  crack  at  conquering 
the  Australian  jungles,  Linkletter 
picked  up  10,000  acres  in  western 
Australia's  flatlands  and  built  it 
into  a  prosperous  sheep  ranch. 

Oh  yes,  Linkletter  has  a  partner. 
It's  his  31-year-old  son,  Jack.  He 
joined  Art  Linkletter  Enterprises 
in  1964,  a  few  years  after  graduat- 
ing from  the  University  of  Southern 
California  with  a  Phi  Beta  Kappa 
in  English.  Young  Linkletter  is 
more  relaxed  than  his  dad  and 
likes  to  work  in  loose-collared  Bev- 
erly Hills  garb,  but  he  has  the 
senior  Linkletter's  respect  for 
money.  "My  job,"  Jack  Link- 
letter  says,  "is  to  handle  the  de- 
tails. Dad's  got  this  list  in  his 
wallet.  I  call  it  his  nudge  list. 
Say  maybe  a  year  ago,  I  told  him 
I  thought  such-and-such  an  invest- 
ment would  do  this-and-that,  only 
it  didn't.  Over  a  casual  breakfast 
he'll  pick  out  the  nudge  list  and 
start  needling  me.  But  he  needs 
me  because  some  of  these  things 
were  starting  to  get  out  of  hand." 

As  he  took  his  leave  to  rush  to 
a  "House  Party"'  (recently  renamed 
"The  Linkletter  Show")  broadcast 
recording  session  in  the  nearby 
Columbia  Broadcasting  TV  studios, 
the  senior  Linkletter  let  fly  with 
this  typical  bit  of  folksy  wisdom: 
"Entertainment  is  the  meringue  of 
life,  the  fluff  and  you  should  have 
fun  at  it.  Business  is  the  meat  and 
potatoes  and  you've  got  to  count 
calories  carefully,"  ■ 
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Maybe  you  can  live  on 
the  insurance. 


Maybe  you'll  have  to.  The  de- 
pressing fact  is  that  the  majority 
of  the  businesses  that  lose  their 
records  to  fire  never  reopen. 

Pity. 

Especially  when  it  costs  so 
very  little  to  minimize  the  possi- 
bility of  losing  your  records... 


by  making  a  duplicate  microfilm 
copy  and  storing  it  somewhere 
safe  off  the  premises.  We'll  tell 
you  how. 

Eastman  Kodak  Company, 
Business  Systems  Markets  Divi- 
sion, Dept.  AA-7,  Rochester,  New 
York  14650. 


eRecordak  is  a  registered  trademark  for  microfilm  equipment  designed  and  produced  by  Kodak. 


Microfilm  Systems 
by  Kodak 


'Some  people  think  we're  crazy 
to  put  a  $150,000  producer 
on  the  floor  of  the  Exchange. 
I  think  differently." 


"The  men  we  put  down  there  are  men 
who've  handled  big  business.  Institutional 
customers.  Men  used  to  trading  ten  million  dol- 
lars worth  of  stock  a  year  and  producing  over  a 
hundred  thousand  dollars  worth  of  commissions. 

"I  don't  know  how  much  the  firm  loses 
when  it  takes  men  like  that  out  of  production, 
but  I  do  know  we  need  good  men  on  the  floor  of 
the  Exchange,  because  believe  me  —  it's  rough 
down  there. 

"I've  got  a  lot  of  friends  there — specialists 
and  other  brokers.  But  when  I've  got  a  custom- 
er's order  in  my  hand,  I  don't  have  any  friends 
except  my  customer. 

"If  I  can  save  a  point  on  a  large  trade, 
that's  a  lot  of  money  for  my  customer.  Maybe 
$5,000. 

"If  I  can  save  more,  I'm  really  a  hero. 

"Or  say  I've  got  a  rush  order  to  sell  10,000 
Xerox.  If  I  come  right  back  with  an  execution  at 
the  last  sale,  then  we're  all  heroes. 

"The  men  we  choose  for  the  floor  have  to 
be  smart,  experienced,  and  able  to  get  along. 

"Men  with  a  real  feel  for  the  market.  Men 
who  want  to  know  everything  going  on  in  the 
70  or  80  stocks  that  each  of  them  trades  in. 

"We  scour  the  whole  Merrill  Lynch  organi- 
zation for  them — including  our  top  commission 
producers. 

"Crazy? 

"I  say — crazy  like  a  fox." 


:. 


John  J.  Gallagher,  Jr.,  Vice  President, 
Head  Floorbroker 


MERRILL  LYNCH, 

PIERCE,  FENNER  &  BMITH  INC 

70   PINE    STREET,    NEW  YORK,    N.    Y.   10005 


The  Forbes  Index 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  index  ot  Industrial  Production! 

•  What  volume  of  hard  goods  are  we  ordering7 
(Dept.  ot  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


preliminary 


J  Period  ot  Economic  Recession  as  defined 

y^     ■  National  Bureau  ol  Economic  Research 

APR 129.3 

MAY     130.1 

JUNE   131.1 

JULY    132.3 

AUG 133.4 

SEPT. 134.0 

OCT 135.5 

NOV 136.0 

DEC 136.8 

JAN 136.8 

FEB 137.4 

MAR 137.2 

APR 136.3 

MAY(prei.)  .136.0 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  'of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


Less  Fun  And  Less  Profitable 


THE  above  heading  sums  up  how  I 
feel  about  the  stock  market.  It  you 
make  money  in  it,  you  will  have  to 
be  smart — and  It  it  k  \     It  is  no  fongei 

a  place  where  profits  run  uphill  beg- 
ging you  to  accept  them. 

\s  this  is  written,  there  is  one  in- 
escapable fact.  The  Administration 
and  the  Feci  have  abandoned  the  idea 
ol  "gradualism,"  or  the  containment 
of  inflation  without  pain;  and  they 
now  recognize  that,  to  be  effective, 
they  must  hurt  people  and  the  econ- 
omy. They  will  go  ahead  with  their 
restrictive  monetary  policies,  even  il 
these  policies  hurt  business,  employ- 
ment and  security  values. 

If  the  disinflationary  policies  work, 
the  process  is  sure  to  be  unpleasant. 
If  the  disinflationary  policies  fail,  in- 
flation will  rush  along  faster  than 
ever.  In  that  case,  if  the  history  of 
inflation  in  other  countries  is  any 
guide,  common  stocks  will  cease  to  be 
as  good  a  hedge  against  inflation  as 
equities  have  been  for  the  past  15  or 
20  years.  There  comes  a  time  when 
most  businesses  simply  can  not  main- 
tain profit  margins  in  an  era  of  rapid 
price  advances. 

Mr.  Hooper  is  associated  with  the  New  York 
Stock   Exchange  firm  of  W.  E.  Hutton   &  Co. 


There  may  be  a  happy  middle  area 
between  "success"  and  "failure,"  but 
I  doubt  it.  The  middle  area,  I  think, 
would  be  the  leasl  painful — and  best 
for  stock  prices. 

While  tin's  great  experiment  in 
economy  management  goes  on  with- 
out positive  decision  (and  decision 
is  hound  to  be  delayed  because  of 
the  time-lag  between  measures 
adopted  and  their  efficacy),  the 
stock  market  is  likely  to  blow  hot  and 
cold  and  to  he  governed  more  by  emo- 
tion and  h\  hopes  and  fears  than  by 
earnings  or  any  other  tangible  funda- 
mentals. In  such  a  market  it  is  logical 
to  expect  sharp  rallies  from  time  to 
time  due  to  an  oversold  technical 
situation:  but  the  broad  trend  in  prices 
is  more  likelj  to  be  down  than  up.  It 
is  an  understatement  to  say  that  con- 
fidence in  equity  investments  has  been 
impaired  b>  the  behavior  of  the  list 
since  mid-May. 

In  spite  of  the  fact  that  the  Dow- 
industrials  have  not  been  able  to 
make  a  new  high  since  February  of 
1967.  common  stocks  until  recently 
have  been  a  lot  of  fun  and  on  balance 
quite  profitable,  especially  if  you 
have  owned  the  right  ones.  Lately 
they  have  not  been  as  much  fun,  not 


nearly  as  much  fun,  and  the  number 
of  issues  doing  well  has  steadily 
shrunk.  Only  exceptional  investors 
have  seen  their  portfolios  appreciate 
notably  this  year,  and  even  those  ex- 
ceptional people  have  been  "riding 
bucking  horses."  The  ups  and  downs 
in  such  recent  success  stocks  as  Mc- 
Cttllocli  Oil,  General  Development, 
Reading  <b  Bates,  Standard  Oil  of 
Ohio,  Natomas  and  Skyline  are  ex- 
amples of  issues  that  have  been  giv- 
ing holders  exciting  but  worrisome 
rides  while  still  getting  somewhere. 

It  would  be  foolhardy,  I  think,  to 
try  to  tell  readers  what  any  stock  is 
likely  to  do  over  the  next  few  months, 
or  even  to  guess  the  range  in  the 
Dow-Jones  averages.  It  is  not  fool- 
hardy, however,  to  suspect  that  the 
stock  market  won't  be  as  good  a  place 
to  make  money  as  it  often  has  been 
in  the  past;  nor  is  it  foolhardy  to  guess 
that  it  won't  be  so  much  fun.  It  may 
please  some  people  part  of  the  time; 
but  it  is  likely  to  displease,  or  at  least 
worry,  more  people  most  of  the  time. 

I'm  reluctant  to  comment  on  in- 
dividual stocks,  especially  since  I'm 
writing  this  column  further  ahead  of 
publication  than  usual  in  preparation 
for  a  month's  holiday  away  from  Wall 
Street.  I  suspect  that  the  "safest" 
stocks  to  own  under  present  condi- 
tions are  issues  which  did  not  partici- 
pate broadly  in  the  earlier  rise.  Ex- 
amples are  the  steels,  especially  U.S. 
Steel  and  Bethlehem. 

I'm  intrigued  with  Lukens  Steel  be- 
cause it  is  important  in  those  heavy 
steel  plates  that  will  be  required 
to  make  tankers  strong  enough  to  re- 
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Many  oil  stocks  have  moved  up  substantially  during  the  past 
year  while  the  market  as  a  whole  has  shown  little  net  change 
for  the  period.  The  rise  in  oil  stocks  was  triggered  by  the 
announcement  of  a  big  discovery  in  the  Alaskan  North  Slope 
last  summer. 

Our  Monthly  Letter  for  July  takes  a  searching  look  at 
present  prospects  for  this  vital  and  very  basic  industry.  It 
examines  conditions  in  general  while  focusing  on  several  hot 
drilling  areas  including  Canada,  the  North  Slope,  Indonesia, 
Libya,  and  others.  We  also  take  into  account  many  other 
factors,  including  product  demand,  pricing  structure,,  costs, 
proposed  tax  law  changes  relating  to  the  27V2%  depletion 
allowance,  intangible  drilling  costs,  etc.,  and  the  import 
situation. 

We  also  provide  concise  analyses  and  pertinent  statistics 
on  several  issues  which  we  particularly  favor :  four  common 
stocks,  two  convertible  preferreds,  and  one  convertible  bond. 
These  range  from  investment  grade  to  businessmen's  risk. 

For  your  free  copy  of  this  timely  Monthly  Letter,  sim- 
ply write  or  call  the  Goodbody  office  nearest  you. 

Successful  investors  know  Goodbody 
Q         GOODBODY&CO. 

EST  1891  55  BROAD  STREET,  NEW  YORK 

Members  New  York  Slock  Exchange  and  Leading  Stock  and  Commodity  Exchanges    •    Over  100  Offices  Throughout  the  Nation. 


A  LEVERAGED.  HEDGE  FUND 

A  non-diversified,  mutual  fund  employing  a  wide 
variety  of  speculative  techniques  with  the  objective  of 
achieving  appreciation  in  the  value  of  its  shares. 

I j 

CLIP  AND  SEND  TODAY— BUTCHER  &  SHERRERD,  1500  Walnut  St.,  Phila.,   Pa.  19102 
Please  send  me  a  free  copy  of  the  Prospectus  without  obligation.  F-l 


name  , 


address . 
city 


.state . 


.zip. 


Principal  Distributor 

Established  1910 

utcher  &  Sherrerd 

1SOO  WALNUT  ST.,  PHILADELPHIA,  PA.  19102 

985-5000        •         Te/elype  710-670-1666  New  Yo'k  925-9415 

Members:  New  York  Stock  Exchange  •   American  Stock  Exchange   •    Philadelphia-Baltimore-Washington  Stock  Exchange 


sist  the  ice  of  the  Arctic  if  we  are 
to  get  oil  from  the  Canadian  Arctic 
Islands  and  the  North  Slope  of  Alaska. 
It  is  estimated  that  it  would  cost 
much  less  to  transport  oil  by  tanker 
than  to  build  pipelines,  perhaps  as 
much  as  60  cents  a  barrel  less.  ...  In 
spite  of  its  unpopularity,  I  think  Mc- 
Donnell-Douglas is  getting  very  cheap 
on  the  basis  of  earnings  projections. 
I'm  inclined  to  advise  great  caution 
in  the  purchase  of  high-price/earnings- 
ratio  growth  stocks,  particularly  elec- 
tronics issues.  .  .  . 

Unless  you  are  willing  to  live  danger- 
ously, you  better  keep  away  from  the 
conglomerates,  even  when  they  look 
cheap.  A  dead  vogue  is  difficult  to  re- 
vive, at  least  until  it  has  rested  a  long, 
long  time.  .  .  .  Residential  building's 
boom  will  have  to  await  the  availabil- 
ity of  more  mortgage  money,  and  many 
of  the  building  stocks  may  have  dis- 
counted the  boom  too  generously  too 
far  ahead.  .  .  .  The  mobile  homes  busi- 
ness is  booming — growing  faster  than 
any  other  industry — but  I  suspect  that 
there  are  too  many  getting  into  the 
act.  Some  of  these  late-vogue  P/E 
ratios  may  be  too  high  to  be  realistic. 

Profit  Squeeze 

On  an  over-all  basis,  and  without 
intending  to  name  any  specific  names, 
I  am  of  the  opinion  that  most  corpo- 
rate executives  are  underestimating 
the  erosion  of  profit  margins  their 
companies  will  experience  over  the 
next  12  months.  The  disinflationary 
policy  is  having  no  effect  whatever 
so  far  on  either  white-collar  salaries 
or  blue-collar  wages,  and  rising  costs 
probably  will  be  harder  and  harder  to 
pass  on  to  customers. 

This  is  a  tough  time  to  write  with 
conviction  and  comfort.  We  are  con- 
tending with  the  problem  of  forecast- 
ing the  results  of  a  tug  of  war  be- 
tween long-standing,  entrenched  in- 
flationary psychology  and  a  vigorous 
attempt  to  control  new  economic 
phenomena  by  means  of  the  utiliza- 
tion of  still  experimental  measures 
which  are  bound  to  be  increasingly 
unpopular  politically,  especially  if 
they  are  successful. 

It  does  not  seem  prudent  to  pay 
10%  or  so  on  debit  balances  in  brok- 
erage accounts  under  present  dis- 
turbed stock  market  conditions.  Many 
people  have  been  recognizing  this 
and  are  reducing  or  eliminating  their 
debt  against  stocks.  Of  course,  most 
margin  accounts  still  are  well  pro- 
tected. But  this  should  not  allow  those 
who  carry  stock  on  credit  to  lapse 
into  indifference.  ■ 


Mr.  Biel  is  on  a  business  trip.  His 
column  will  be  in  the  Aug.  1  issue. 
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Why  does  VALUE  LINE 

stand  out  among 

investment  advisory 

services? 


Because  The  Value  Line  Investment 
Survey  is  the  only  investment  advisory 
service  that  systematically  and  objective- 
ly rates  each  of  1400  widely-held  com- 
mon stocks  weekly,  relative  to  all  the 
others,  into  one  of  five  groups  on  four 
counts: 

1 .  The  stock's  probable  market  per- 
formance in  the  next  12  months 

2.  Its  appreciation  potential  3  to  5 
years  hence 

3.  Its  income  (yield)  in  the  next  12 
months 

4.  Its  quality  (i.e.,  its  dependability 
over  the  very  long  term-beyond  5 
years) 

Each  stock  is  rated  from  I  (Highest) 
to  V  (Lowest)  for  12-month  perform- 
ance. 3-5  year  potential  and  yield.  Each 
stock  is  graded  from  A  plus  to  C  minus 
for  quality.  The  1400  stocks  include 
nearly  every  common  stock  traded  on  the 
New  York  Stock  Exchange  plus  about 
300  on  the  American  Exchange  and  the 
Over-the-Counter  markets.  Ratings  of 
probable  future  price  performance  are 
based  almost  entirely  on  fundamentals- 
relative  price/ earnings  ratios  and  relative 
growth  rates.  These  ratings  are  not  in- 
fallible. But  they  have  been  right  in  such 
a  high  percentage  of  cases-for  reasons 
that  are  logical-that  you  owe  it  to  your- 
self to  check  systematically  the  stocks 
you  hold  and,  of  course,  the  stocks  you 
are  thinking  of  buying  or  selling,  against 
Value  Line's  objective  evaluations. 

Value  Line  also  stands  out  because 
Value  Line  makes  it  possible  for  you  to 
determine  objectively  how  suitable  a 
particular  stock  is  for  you  in  terms  of 
your  personal  investment  goals.  Value 
Line  uses  a  unique  method  of  assigning 
an  index  number  to  each  of  its  four  rat- 
ings. By  weighting  the  four  index  num- 
bers to  accord  with  your  own  goals,  you 
can  gauge  how  suitable  any  one  of  the 
1400  stocks  is  for  you  now.  Each  stock 
will  come  out  with  a  personal  suitability 
score  for  you  ranging  from  100  (the  high- 
est possible)  down  to  20  (the  lowest  pos- 
sible). 

The  suitability  determination  is  a  per- 
sonal evaluation.  A  stock  that  may  be 
good  for  you  may  not  be  good  for  an- 
other investor  whose  goals  are  different 
from  yours.  If  you  place  appreciation 
as  your  first  objective  and  another  in- 
vestor looks  primarily  for  current  in- 
come, chances  are  the  same  stock  will 
not  suit  both  of  you  equally  well.  You 
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want  the  ones  that  are  right  for  you. 

In  addition  to  weekly  ratings  on  1400 
stocks  covering  66  industries,  Value  Line 
publishes  a  full-page  report  on  each  stock 
every  three  months-at  the  rate  of  about 
100  a  week  or  more.  Supplementary  re- 
ports are  issued  between  quarterly  reports 
if  evidence  requires.  Here  again,  Value 
Line  stands  out . . .  you  are  never  left  "up 
in  the  air"  as  to  Value  Line's  current  ap- 
praisal of  a  particular  stock-either  in 
relation  to  all  other  stocks  covered  in 
the  Survey  or  in  relation  to  your  personal 
requirements.  Nowhere  else,  we  believe, 
can  you  obtain  as  much  vital  information 
on  one  page  as  you  will  find  in  a  Value 
Line  report.  Besides  the  four  ratings,  re- 
cent price,  estimated  yield,  and  current 
price/ earnings  ratio,  every  report  in- 
cludes the  following  data  for  each  of  the 
company's  last  1 5  years  (if  available): 

•  Sales 

•  Profit  Margin 

•  Working  Capital 

•  Bond  &  Preferred  Capital 

•  Net  Plant  Account 

•  Depreciation  Rate 

•  %  Earned  on  Total  Capital 

•  %  Earned  on  Common  Equity 

•  Book  Value  per  share 

•  Capital  Growth  Ratio 

•  Sales  per  share 

•  Cash  earnings  per  share 

•  Capital  Spending  per  share 

•  Reported  Earnings  per  share 

•  Dividends  Declared  per  share 

•  Dividend  Payout  Ratio 

•  Average  Annual  PE  Ratio 

•  Average  Annual  Dividend  Yield 

•  5  year  Growth  Rate 


Some  industries  such  as  bank,  saving 
and  loan  and  insurance  have  a  different 
set  of  vital  statistics,  but  their  series  also 
total  19  different  columns-just  as  the 
list  here-for  the  company's  last  1 5  years. 
Each  report  also  includes  a  chart  of  the 
stock's  monthly  price  range  since  1 952. 
Each  report  is  highlighted  by  a  concise 
500-word  analysis  of  the  company's  busi- 
ness and  the  latest  developments. 

Value  Line  stands  out  too  because  it 
is  so  often  first  in  predicting  probable 
future  events  of  significance  to  investors. 

To  check  this  for  yourself,  note  the  earn- 
ings estimates  for  a  particular  company 
as  attributed  to  "Wall  Street  sources"  in, 
say,  The  New  York  Times  or  The  Wall 
Street  Journal.  More  often  than  not  you 
will  find  Value  Line  made  an  estimate 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


A  Time  For  The  Bargain  Hunter 


Earlier  in  the  year,  readers  may  re- 
call, this  column  saw  a  distinct  likeli- 
hood that  stock  prices  would  stage  a 
decline  of  bear-market  magnitude. 
Now  that  the  Dow-Jones  industrials 
have  broken  their  February-March 
reaction  lows  and  so  "confirmed"  the 
existence  of  a  major  downtrend,  this 
view  seems  a  lot  more  realistic  than 
it  did  in  early  spring.  And  with  the 
average  in  the  870s,  down  only  12% 
from  the  1968  peak,  plenty  of  scope 
should  be  left  for  additional  price 
weakness,  considering  that  modern 
bear  markets  typically  have  thrown 
the  Dow  back  by  20%  to  25%.  On 
closer  examination,  however,  it  seems 
appropriate  to  question  this  apparent- 
ly logical  inference  and  to  hold  it  in 
abeyance. 

One  reason  is  that  the  May-June 
collapse  did  far  more  damage  to  the 
market  at  large  than  the  performance 
of  the  Dow  and  the  other  major  aver- 
ages would  lead  one  to  think.  Less 
well-known  price  indices,  like  the 
Value  Line's  1400-stock  composite, 
which  provide  a  more  realistic  pic- 
ture of  average  investor  experience, 
were  down  no  less  than  20%  from 
their  late-1968  bull-market  highs.  In 
a  sense,  therefore,  "minimum"  bear 
market  expectancies  have  already  been 
realized.  Moreover,  the  unusually  pro- 
longed string  of  day-to-day  declines 
from  the  mid-May  rally  tops  pre- 
sumably created  a  technical  position 
strong  enough  to  support  at  least  a 
fairly  extensive  and  fairly  durable 
intermediate-trend  recovery.  Under 
such  circumstances,  there  may  be 
little  benefit  in  becoming  more  bear- 
ish; one  might  do  better  to  suspect 
that  a  lot  of  our  worries  have  now 
been  discounted  and  that  perhaps 
those  that  will  actually  materialize 
have  been  overdiscounted. 

Summer  Buys 

So  far  this  year,  it  seems  to  me, 
investors  have  managed  to  get  their 
discounting  priorities  reversed.  For 
about  two  weeks  in  January  and 
another  one  in  February,  they  were 
mildly  impressed  by  the  Federal  Re- 
serve's strong  talk  about  a  coming 
credit  squeeze.  Obviously,  they  should 
have  taken  these  warnings  more  seri- 
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ously  at  the  time.  But  they  argued, 
quite  logically,  that  the  political  and 
social  realities  would  effectively  pre- 
vent the  Fed  and  the  Administration 
from  fully  deflating — or  even  from 
fully  disinflating — the  economy  and 
that  the  same  facts  of  life  pointed 
to  an  intensified  effort  to  de-escalate 
the  U.S.  war  effort  in  Vietnam.  So 
they  ignored  the  unfolding  credit 
squeeze  and  staged  a  noisy  peace 
rally,  only  to  be  disappointed  when 
peace  proved  to  be  less  than  immin- 
ent while  the  squeeze  was  getting 
crunchier. 

But  the  underlying  realities  are  still 
very  much  with  us,  and  they  don't 
seem  to  have  changed.  They  still 
argue  powerfully  against  economic 
"overkill"  and  in  favor  of  a  continu- 
ing peace  drive.  If  they  encouraged 
the  investor  in  late  winter  and  early 
spring  at  higher  prices,  they  should 
encourage  him  in  summer  at  a  ma- 
terially lower  price  level  and  perhaps 
with  greater  timeliness.  For  the  May- 
June  collapse  may  have  largely  or 
even  fully  advance-discounted  the 
economic  consequences  of  the  anti- 
inflation  effort  and,  in  the  process, 
more  than  wiped  out  the  earlier  pre- 
mium for  peace  prospects. 

Moreover,  we  may  now  really  be 
moving  into  a  phase  when  the  Fed's 
bark  is  worse  than  its  bite.  It  seemed 
to  me  there  were  unmistakable  indica- 
tions last  month  in  the  monetary  and 
banking  statistics  that  the  money 
managers — presumably  with  an  eye  on 
the  political  and  social  facts  of  life — 
were  determined  to  keep  the  credit 
crunch  from  escalating  into  a  destruc- 
tive liquidity  crisis  at  what  was  prob- 
ably this  year's  point  of  maximum 
credit  demand.  I  think  this  makes 
it  reasonable  to  assume  that  the  Fed 
will  not  countenance  or  engineer  an 
all-out  credit  crisis  in  the  future, 
either.  Or  to  put  it  differently,  the 
June  crunch  probably  demonstrated 
the  extreme  limits  of  the  Fed's  will- 
ingness to  squeeze;  if  so,  the  worst 
in  this  area  has  been  seen.  (It  struck 
me  as  significant  that  some  Federal 
Reserve  officials  were  calling  for  addi- 
tional forms  of  anti-inflation  restraints 
that  would  require  legislative  action, 
which,  however,  was  not  likely  to  be 
forthcoming.)  This  is  not  to  say  that 
the   money    managers   are    about    to 


ease  up,  but  tensions  could  soon  sub- 
side a  bit  because  credit  demands 
will  probably  diminish  seasonally  dur- 
ing the  third  quarter  and,  by  reason 
of  some  slowdown  in  the  economy, 
also  during  the  fourth. 

In  any  case,  having  reacted  to  the 
June  crunch  as  though  it  were  a 
full-fledged  liquidity  crisis,  the  stock 
market  now  should  have  acquired  a 
degree  of  immunity  to  tight-money 
headlines  and  so  could  rediscover  its 
earlier  conviction  that  the  threat  of 
monetary  and/or  fiscal  overkill  is 
more  apparent  than  real.  What's  more, 
once  their  preoccupation  with  the 
crunch  has  abated,  investors  could 
also  start  discounting  all  over  again 
the  Administration's  efforts  to  extri- 
cate the  country  from  Vietnam. 

For    the    long    Term 

But  what  about  the  prospect,  now 
largely  undisputed,  of  a  slowdown 
in  the  economy  and  of  a  downturn  in 
corporate  earnings  later  this  year?  If 
overkill  can  be  ruled  out,  the  low 
point  in  business  and  profits  could 
come  in  the  early  part  of  1970.  As 
this  column  has  pointed  out  on  some 
past  occasions,  long-term  experience 
suggests  that  cyclical  earnings  troughs 
tend  to  be  adequately  advance-dis- 
counted at  an  average  multiplier  near 
16.  Thus,  in  the  upper  800s,  the  Dow 
could  have  made  a  sufficient  adjust- 
ment to  a  possible  drop  in  its  annual 
earnings  rate  from  the  commonly 
estimated  $60-$62.50  "per  share"  for 
calendar  1969  to  the  $54-$55  rate, 
which,  according  to  some  of  our  more 
bearish  analysts,  may  be  seen  in  the 
first  quarter  of  next  year.  If  the  earn- 
ings curve  flattens  thereafter  and  is 
up  in  the  second  half  of  1970,  next 
year's  four-quarter  total  could  run 
much  closer  to  the  full-year  1969  esti- 
mate of  $60-plus  than  to  the  $55- 
minus  rate  estimated  for  six  months 
from  now. 

So  Dow  875,  for  example,  could 
be  equal  to  14  or  15  times  possible 
calendar  1970  results,  a  factor  which 
might  look  rather  inviting  to  the  long- 
term  investor.  It  may  be  worth  bear- 
ing in  mind,  too,  that  from  here  on 
evidences  of  a  slowdown  in  the  econ- 
omy will  also  point  to  a  diminishing 
life  expectancy  for  monetary  and  fiscal 
restraints;  this  could  temper  their 
more  obvious  unfavorable  implica- 
tions and  eventually  outweigh  them. 

In  sum,  while  it  is  probably  still 
too  soon  to  be  thinking  in  terms  of 
a  new  bull  market,  so  many  good 
stocks  have  already  come  down  so 
far  in  price  that  some  bargain  hunt- 
ing can  be  justified.  Among  my  candi- 
dates are  Beneficial  Finance  (41), 
United  Aircraft  (62),  and  Westing- 
house  Electric   (59).  ■ 
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Reynolds  is- 
"iimeforour 
customers" 


All  the  time  in  the  world. 

Because  we  wouldn't  be  in  busi- 
ness without  them. 

Because  in  our  business  you 
don't  keep  customers  unless  they 
believe  you  have  their  best  inter- 
ests at  heart. 

Which  certainly  doesn't  mean 
that  we're  not  interested  in  open- 
ing new  accounts  here  at  Reynolds. 

We  are. 

That's  why  the  welcome  mat  is 
always  out  for  anybody  who  wants 
to  invest  his  capital  funds  to  best 
possible  advantage— anybody  who 
believes  that  a  little  more  thought, 
and  time,  and  effort  should  im- 
prove the  long-range  performance 
of  nearly  any  portfolio. 

If  you  feel  that  way  about  your 
own  investment  program,  come  in 
sometime  soon  for  a  talk  with  a 
Reynolds'  Account  Executive. 

And  if  you  should  happen  to 
have  to  wait  a  few  minutes  to  see 
one,  we'll  apologize. 

It's  probably  because  he's  tak- 
ing a  little  extra  time  with  one  of 
our  customers. 


Reynolds  &  Co. 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  Issue 

This  is  a  difficult  time  for  those  of  us 
who  comment  on  the  financial  scene. 
It's  not  just  that  there  are  a  number 
of  serious  unknowns.  One  is  the  ques- 
tion of  whether  the  coming  business 
slowdown  will  last  longer  than  the 
mini-recession  I  have  been  expecting. 
Another  is  whether  a  change  in  the 
psychology  of  "bin  it  now  because  it 
will  cost  more  later"  can  take  place 
without  greater  "pain"  than  has  oc- 
curred up  to  now.  And  there  is  always 
the  risk  of  miscalculation  in  a  man- 
aged economy.  Thus,  it's  easy  to  ex- 
press caution. 

But  if  there  were  no  risks,  there 
would  be  no  opportunities  either. 
Consequently,  all  of  the  uncertainties 
can  be  summarized  with  one  key 
question:  Are  the  main  propelling 
forces  behind  the  May-June  decline 
in  the  process  of  passing  the  point  of 
greatest  price  impact?  I  think  they 
are,  even  though  the  classic  signs  of 
a  really  major  turnabout  are  not  yet 
present.  I  think  the  market  itself  will 
demonstrate  that  it  has  reached  a 
point  of  new  equilibrium  by  the  time 
Forbes  is  in  your  hands. 

Let  me  tell  why  I  am  willing  to 
take  this  stand  at  a  time  when  pro- 
fessional investors  are  apparent]} 
in  a  blue  funk. 

In  my  opinion,  the  unknowns  which 
have  been  troubling  the  marketplace 
do  not  revolve  around  Vietnam.  The 
Administration  is  obviously  committed 
to  ending  the  war,  and  the  Korean 
experience  suggests  that  peace  negoti- 
ations are  more  likely  to  be  a  drawn- 
out  affair  than  to  occur  quickly. 
Nor  does  the  change  in  psychology 
necessarily  involve  two  background 
forces  that  could  result  in  a  marked 
change  in  the  underlying  supply-de- 
mand equation.  One  is  the  question  of 
when  and  whether  foreigners  who 
last  year  were  net  buyers  of  a  record 
■S2.3  billion  of  American  common 
stocks  may  decide  that  their  own  mar- 
kets are  more  attractive.  Another  is 
the  question  of  whether  record  high 
bond  yields  will  change  the  more  re- 
cent equity  bias  of  private  pension 
funds.  Last  year  these  pension  funds 
bought  more  common  stocks  than  all 
other   institutional   buyers   combined. 

Similarly,  I  doubt  that  the  individ- 
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ual  industry  problems  that  can  be 
detected  beneath  the  surface  of  a 
record-high  total  industrial  produc- 
tion index  are  a  particularly  disturb- 
ing factor.  Although  TV-set  sales,  for 
example,  slumped  in  May  after  a 
comfortable  gain  in  the  first  four 
months,  this  doesn't  necessarily  mean 
that  the  hope  of  a  6.2-million-color-set 
year  has  been  cancelled.  In  like  vein, 
although  the  auto  industry  has  a 
burdensome  inventory  problem  and 
production  js  likely  to  remain  below 
the  year-earlier  levels,  the  more  im- 
portant consideration  may  be  that  re- 
tail sales  have  been  relatively  good 
and  that  1970  could  be  a  better  year. 

The  Key  Element 

The  fact  that  the  credit  availabil- 
ity has  so  important  a  bearing  on 
building  activity  points  up  what  I 
believe  is  "The  Issue"  today,  namely: 
Money — its  price,  its  supply — plus  die 
key  subsidiary  question  of  whether 
further  restraints  are  necessary  to 
change  the  inflation  psychology  with 
concurrent  risk  of  overkill.  In  this 
connection,  it  seems  to  me  that  the 
past  policy  of  restraint  is  now  biting, 
that  tight  money  is  about  to  do  what 
it  classically  is  designed  to  do — slow- 
business  activity.  In  other  words,  the 
decline  in  bank  liquidity  as  well  as 
the  "drying  up"  of  reserves — the  lower 
rate  of  consumer  savings,  and  reduc- 
tion in  the  nation's  total  spending 
ability — will  slow  the  growth  in  de- 
mand and  then  of  production. 
Furthermore,  with  many  banks  now 
having  reached  the  limit  of  their 
lending  ability  and  or  tightening  up 
on  new  commitments,  the  "squeeze" 
will  now  be  more  apparent. 

Perhaps  equally  important,  it  seems 
to  me  that  the  peak  of  the  1969  credit 
crunch  is  at  hand  right  now,  and  that 
the  fever  point  has  been  reached  with- 
out financial  panic  or  chaos.  For  one 
thing,  both  the  banking  system  and 
corporate  treasurers  were  better  pre- 
pared for  the  crunch  than  in  1966. 
For  another,  just  as  the  June  tax 
payment  squeeze  was  so  widely  an- 
ticipated that  it  was  avoided,  so  the 
remaining  pressures  may  not  be  as 
strong  as  feared.  This  hope  doesn't 
mean  that  I  shortly  anticipate  a  dra- 
matic change  in  the  level  of  interest 
rates.  Nor  does  it  mean  that  I  antici- 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

HO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


|  T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Dept.B 
Baltimore,  Md.  21201 

I  "■-* 

■  Address  ______ 


.7.0. 


i  NOW...       I 

!  NO  LOAD!  i 

I® 

INVESTMENT 

INDICATORS 

FUND 

For  every  $100  you  invest,  you  receive  a 
FULL  $100  value  of  shares.  Not  one  cent  of 
your  money  is  deducted  for  sales  charges! 

Self-Employed  Retirement  Plan 
(Keogh  Act)  Available. 

For  Free  Prospectus,  mail  this  coupon  to: 
INVESTMENT/INDICATORS  FUND 

Albert  Building,  San  Rafael,  California  94902 

Name 

Address 

City                             state                  Zip 

AGGRESSIVE  GROWTH 
ACCOUNTS  MANAGED 


Under  discretionary  management  of 

ROBERT  N.  PEISNER 

Acct.  Exec,  and  Author  ol  "How  to  Select  Papld 
Growth  Stocks."  Now  In  5th  printing. 
MINIMUM  $25,000  BUYING  POWER 

Bateman  Eichler,  Hill  Richards 

INCORPORATED 

Member  New  York  Stock  Exchange 

6355  Topanga  Canyon,  Woodland  Hills,  Cal.  91364 

Phone  (213)  883-4040 


pate  an  early  reversal  of  Federal  Re- 
serve Board  policy.  But  the  relative 
ease  with  which  the  market  accom- 
modated the  June  stresses  suggests 
that  the  worst  of  the  credit  squeeze 
may  be  over  sooner  than  is  popularly 
expected.  And  if  the  policy  of  mone* 
tary  and  fiscal  restraint  works,  the 
inflationary  price  spiral  will  lessen  and 
money  become  more  accessible. 

True,  a  slowdown  in  the  physical 
rate  of  growth  will  highlight  the 
built-in  imbalances  and  fixed  costs 
present  in  the  corporate  structure. 
Earnings  leverage  can  be  a  two-way 
sword.  But  this  unknown  is  one  of 
the  reasons  for  the  110-point  decline 
in  the  Dow  since  May,  and,  like  last 
summer's  fears  of  "overkill,"  it  may 
prove  to  have  been  overexaggerated. 

Success  5f  ones 

In  addition,  it's  worth  noting  that 
there  are  only  faint  signs  of  a  flight  to 
cash,  as  was  the  case  in  1962,  and 
little  or  no  indication  of  a  complete 
withdrawal  of  buying  interest,  as  was 
the  case  in  1966.  For  another,  I  sus- 
pect that  professional  cash  reserves 
are  either  at,  or  soon  will  be  at,  the 
point  where  pressure  builds  for  rein- 
vestment. Particularly  in  the  case  of 
the  individual  corporate  success 
stories  that  are  appearing.  For  ex- 
ample, it  seems  to  me  that  a  persua- 
sive case  can  be  made  for  long-term 
interest  in  Kaiser  Industries  on  the 
grounds  of  the  natural-resources  earn- 
ings potential  that  will  come  to  light 
in  1970  and  later.  Similarly,  I  can 
see  potential  excitement  in  Williams 
Brothers  not  just  in  this  year's  pro- 
spective earnings  improvement,  but  of 
the  company's  possible  participation 
in  Alaskan  pipeline  construction. 

To  close  on  a  hopeful  note,  let  me 
say  that  I  do  not  visualize  a  serious 
downturn  in  business  in  coming 
months.  My  expectation  is  a  flattened 
rate  of  growth  but  a  still  prosperous 
economy.  Consumer  spending  and 
consumer  confidence  are  high  despite 
the  obvious  restraints,  and  the  econ- 
omy probably  is  not  as  vulnerable  to 
a  credit  squeeze  as  it  was  in  1966. 
Nor  am  I  greatly  concerned  at  these 
levels  by  the  speculative  excesses  in 
certain  areas.  New  York  Stock  Ex- 
change debit  balances  (i.e.,  borrowed 
money)  have  been  declining  since 
December  and  mutual-fund  cash  re- 
serves are  at  record  highs.  Much  of 
the  water  has  already  been  wrung 
out  and  there  is  a  possibility  that  the 
market  can  correct  individual  specu- 
lative excesses  within  the  over-all 
price  structure  on  a  piecemeal  rather 
than  all-inclusive  basis  as  in  1962. 
This  was  the  case  with  the  con- 
glomerate idea  in  past  months.  ■ 


How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 


If  you  have  saved  or  acquired  $5,000  to 
$50,000,  you  naturally  want  to  make  your 
capital  grow.  But  you  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growth  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10-year  "performance  record," 
simply  write  Dept.  H-3. 

the  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management    .    Incorporated  1936 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
of  10.5%  net   and  higher. 

mexletter 

INVESTMENT  C0UNSEL-HAMBURG0  165 
MEXICO  6,  D.F.    TEL.  1143-06 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
125  Maiden  Lane,   N.  Y.   10038 
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THE  FUNDS 


When  a  Hedge 
Wasn  't  a  Hedge 

The  best-performing  mutual  funds  in 
the  1969  bear  market?  Perhaps  the 
pdge  funds?  After  all.  in  a  falling 
market  they  can  protect  their  inves- 
tors through  such  sophisticated  tech- 
nique as  short-selling.  That  may  be 
ill     claim,  but  look  at  the  figures. 

A  recent   Arthur   Lipper  Corp.   re- 
port    on     fund     performance     shows 
the    average     mouth    fund's 
have  declined    L2.4S   so  far  in    1969. 
That's    had— Standard    &    Poor's   500 
tocks  were  off  onlj   6.4  <   in  the  same 
period.  But  the  hedge  funds  did  much 
Fund  of  America,  the 
it  public  hedi^e  fund,  fell 
Hubshman     Fund,    the    oldest,     sank 
Heritage     Fund     was     down 
_    2   -  Shifl  Hedge,  17.7 

What  went  wrong?  Man)  things. 
Hedge  Fund's  29-year-old  president, 
Charles  F.  HurwitZ,  now  admits  the 
ledge  idea  may  have  been  oversold: 
To  sa)  that  we're  going  to  go  up  in 
an  up  market  but  not  go  down  in  a 
down  market — at  least  tor  a  short 
period  ot  time — is  wrong.  No  on. 
switch  a  portfolio  that  hist. 

"'For  example,  we  own  a  lot  ot 
American  Medicorp.  But  in  a  market 
such  as  we've  had,  it  can  1 
a  coup]  •  ol  days.  To  hedge  American 
Medicorp.,  you  have  to  short  securities 
»f  equal  volatility."  That  would  have 
eemed  elementary  to  the  youngest 
tyro  mi  Wall  Street.  But  Hedge 
tended  to  In-  short  blue-chip  stocks 
that  Hurwitz  thought  had  fundamen- 
tal or  technical  weakness.  "In  a  clown 
market  these  stocks  may  140  oil  an 
eighth,  or  a  quarter  or  a  point,  where 
some  of  the  stocks  you're  long  may 
go  off  five  or  ten  points  that  same 
day,"  he  laments — as  though  this 
could  not  have  been  Foreseen 

No    Load,    No    Sales 

Hubshman  Fund's  problems  began 
long  before  this  year's  bear  market 
set  in.  It  was  started  in  1967  as  a 
no-load  hind,  and  without  salesmen 
to  push  its  shares,  new  money  was 
slow  in  coming  in.  "We  didn't  have 
enough  capital  to  employ  all  the 
techniques  that  were  available,"  says 
Louis  Hubshman  Jr.,  the  fund's  chair- 
man and  president.  "In  order  to  run 
up  a  big  short  position  you  need  big 
money  because  you  collateralize  100%" 
— meaning  that  the  short  seller  must 
ipost  an  amount  equal  to  the  price  of 
:the  stocks  he  sells  short. 

In  June   1968  Hubshman  tried  to 
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ARE  MUTUAL  FUNDS 

A  GOOD  LONG  TERM 

INVESTMENT?? 

FundScope,  the  monthly  mutual  fund  magazine,  in  its  July  issue  summarizes  and 
compares  investment  results  for  each  10-year,  each  15-year  and  each  20-year  period 
in  the  past  quarter  century  (a  total  of  33  separate  periods),  and  comes  up  with  some 
startling  facts  and  amazing  differences.  For  example: 

INTERESTED  IN  GROWTH  ?  ? 

During  the  best  10-year  period,  the  average  mutual  fund  grew  290%,  while  in  the 
poorest  10-year  period,  the  average  fund  grew  117%,  with  the  average  for  all 
periods  at  186%.  In  15-year  periods,  we  find  a  500%  average  growth  results  in  the 
best  period  and  a  300%  average  growth  in  the  poorest ...  and  417%  for  all  periods. 
For  the  20-year  periods,  the  best  period  showed  930%  increase,  and  the  worst 
589%,  with  a  749%  average  for  all  20-year  periods. 

INTERESTED  IN  PRESERVATION  OF  CAPITAL  ?  ? 

Think  about  this:  NOT  ONE  SINGLE  FUND  WOULD  HAVE  BEEN  CASHED  IN  FOR  LESS 
THAN  YOUR  ORIGINAL  INVESTMENT  AT  THE  END  OF  ANY  ONE  OF  THE  THIRTY-THREE 
10,  15  OR  20-YEAR  PERIODS  IN  THE  PAST  QUARTER  CENTURY. 

In  addition  to  seeing  how  funds  did  on  the  average  in  each  of  the  periods,  you'll 
see  how  individual  funds  performed.  You'll  want  to  know  which  fund  produced  a 
$261,603  cash-in  value  from  a  $10,000  investment  in  one  20-year  period.  In  easy-to- 
read  and  understand  tables,  you'll  see  the  TOP  10%  for  each  period,  in  both  alpha- 
betical and  time  period  listings.  At  a  glance  you  can  see  how  various  funds  compare 
with  other  funds  and  with  the  averages ...  see  which  funds  were  consistent  above- 
average  performers,  and  possibly  more  important  FUNDSCOPE'S  exclusive  summary 
which  enables  you  to  see  whether  your  fund's  performance  trend  is  progressing 

You'll  find  page  after  page  of  informative  data,  all  based  upon  performance 
results  from  an  assumed  outright  investment  with  all  distributions  re-invested  and 
all  costs  deducted.  (All  results  are  records  of  the  past  and  should  not  be  construed 
as  a  forecast  of  future  performance.) 

SPECIAL  OFFER  (New  trial  subscribers  only) 

Send  just  $14  for  a  3-month  trial  subscription  to  FundScope  including: 

A.  The  exclusive  July  issue  that  features  performance  results  for  all  successive  10, 
15  and  20-year  periods  in  the  past  quarter  century.  A  total  of  33  different  periods 
enables  you  to  see  the  consistent  above-average  performers. 

B.  The  August  issue  which  brings  you  right  up  to  date  on  mutual  fund  performance 
for  the  first  half  of  '69  and  the  past  12  months.  Highlights  "Go-Go"  funds. 

C.  The  September  issue  featuring  results  of  Systematic  Investing  (Dollar  Cost- 
Averaging).  Shows  "HOW  TO  USE  A  MARKET  DECLINE  TO  MAKE  MONEY  WITH 
MUTUAL  FUNDS."  This  exclusive  issue  thoroughly  examines  the  advantages  and 
the  disadvantages  of  Systematic  Investing  both  "bull"  and  "bear"  markets. 

PLUS  4  BIG  BONUSES 

1.  1969  MUTUAL  FUND  GUIDE.  Published  each  April,  this  indispensable  book  con- 
tains 308  pages  of  vital  data  on  375  funds,  included  are  th'eir  addresses  and 
valuable  performance  and  statistical  information.  (This  Guide  alone  sells  for  $10.) 

2.  ARE  NO-LOAD  FUNDS  A  BARGAIN?  A  special  32  page  reprint  from  FundScope's 
famous  January  issue  comparing  No-Load  Funds  with  Load  Funds. 

3.  COMBINING  MUTUAL  FUNDS  AND  LIFE  INSURANCE  FOR  FINANCIAL  SECURITY.  A 
special  reprint  that  shows  the  workings  of  these  combination  packages 

4.  KE0GH  IS  FOR  YOU.  An  in-depth  8  page  reprint  that  thoroughly  covers  the  plan's 
35  main  points  as  well  as  advantages  and  disadvantages. 

ACT  NOW:  Mail  your  $14  today,  or  if  you  prefer  the  above  offer  with  a  full  14-month 
subscription,  send  $39.00  (10  day  returnable  guarantee).  Include  ZIP. 

Dept.  F-96,  Gateway  East 
Century  City,  Los  Angeles  90067 
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have 

YOU 

seen  the 

WinCap 

Fund  prospectus? 

Send  for  your  copy  today  and  learn  how 

WinCap  Fund  hopes  to  make  your  money  grow 

through  aggressive  investment  techniques. 


A  new  member  of  the  Winfield  Group  of  Mutual  Funds 

Winfield  Underwriters,  Inc.  F 

315  Montgomery  Street,  San  Francisco,  California  94104 

NAME 


ADDRESS. 
CITY 


-STATE. 


.ZIP. 


ANNOUNCING: 

New  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA  FUND « 

Objective:  Capital  Appreciation.  The  Fund  will  seek  capital  growth 
in  any  industry  but  its  initial  portfolio  consists  largely  of  securities 
of  companies  engaged  in:  Real  Estate  •  Natural  Resources 
Development  •  Scientific  and  Technological  Research  and 
Development  •  Consumer  Services 

No  Sales  Charge 


-—■■■«■■■— —  —  Mail  coupon  for  free  prospectus 

Rowe  Price  New  Era  Fund,  Inc., 

One  Charles  Center,  Dept.  C, 

Baltimore,  Maryland  21201  (301)  539-1992 


Name. 


Address. 
City 


State Zip  Code. 
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get  on  a  new  track.  He  stopped  selling 
shares,  established  a  sales  charge  and 
filed  a  new  prospectus  with  the  Se- 
curities &  Exchange  Commission. 
However,  what  with  the  backlog  of 
new  fund  registrations,  the  changeover 
wasn't  approved  until  last  May. 

"When  we  stopped  selling  shares, 
our  assets  were  approximately  $11- 
million,"  says  Louis  Hubshman.  "In 
11  months,  redemptions  took  us 
down  to  around  S6  million.  You  sell 
your  most  liquid  positions  to  meet 
redemptions  and  what  are  you  stuck 
'with?  Some  crummy  little  dogs." 
Hubshman  has  Philadelphia's  prestig- 
ious Butcher  &  Sherrerd  selling  his 
shares  now,  and  considerable  new 
money  finally  is  coming  in. 

The  new  funds'  record  hasn't  been 
all  bad.  Hurwitz  made  a  nice  piece 
of  change  for  Hedge  Fund  by  selling 
short  Ling-Temco-Vought,  Gulf  & 
Western  and  Litton  Industries  before 
their  falls.  Hubshman  did  the  same 
with  National  Video,  moving  in  and 
out  of  the  stock  several  times  during 
its  spectacular  collapse.  Hubshman 
got  clobbered,  however,  in  a  stock 
called  Astrodata. 

Double  Stinging 

"We  got  it  from  a  very  good 
source,"  he  says,  "that  the  company 
was  going  to  have  an  advantageous 
underwriting.  We  were  long  and  we 
took  on  some  more.  Then  the  under- 
writer pulled  out  and  the  whole  story- 
turned  around.  So  we  started  short- 
ing the  bloody  stock  and  it  went  up. 
We  got  killed  in  both  directions."  The 
old  market  saw  about  hot  tips  always 
burning  someone  seems  to  apply  to 
Wall  Street  professionals  as  well. 

The  point,  though,  is  that  the 
hedgers  have  flunked  their  first  test. 
Hurwitz  says  a  lot  when  he  comments: 
"We  didn't  think  this  kind  of  break 
would  come  as  fast  as  it  did." 

Listening  to  men  like  Hurwitz,  go- 
go  operators  who  never  experienced  a 
real  no-go  market,  we're  reminded  of 
an  advertisement  run  by  a  rather 
conservative  New  York  Stock  Ex- 
change firm.  It  begins:  "Do  you  know 
any  stock  market  'master  minds'? 
Franklv.  we  don't."  ■ 


In  The  Funds,  June  15,  1969, 
Forbes  reported  figures  for  mu- 
tual fund  holdings  of  R.  Hoe  & 
Co.  We  neglected  to  credit  the 
source  of  these  figures:  "Facts 
On  The  Funds,"  published  by 
Capital  Gains  Research  Bureau, 
Larchmont.  N.Y.  It  is  not  our 
practice  to  use  figures  without 
crediting  the  source  and  we  re- 
gret the  omission — Ed. 
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on  professional  investment 
management  for  your 
portfolio  of  $10,000  or  more 


Hundreds  of  investors  throughout  the  United 
States  and  around  the  world  have  turned  to  Roger 
E.  Spear's  Decision  Management  Plan  to  direct 
their  capital  gains  program.  And  no  wonder  .  .  . 

With  more  than  40  years  of  investment  experience, 
coupled  with  advanced  computer  technology  and  a 
large,  expert  research  staff,  the  Decision  Manage- 
ment Plan  represents  the  complete  investment 
service  for  your  portfolio. 

Whether  your  goal  be  retirement,  travel,  educa- 
tion, or  protection  from  inflation,  the  Decision 
Management  Plan  can  give  you  professional 
assistance. 

Roger  E.  Spear's  Decision  Management  Plan  to 
date  hos  proved  particularly  helpful  in  achieving 
conservative  capital  growth  for  investors  with 
capital  ranging  from  $10,000  up  —  men  and 
women  who  appreciate  the  risks  and  seek  the  re- 
wards of  a  professionally-managed  common  stock 
portfolio. 

With  our  compliments:  "Declare  Your  Own  Divi- 
dends''—  a  32-page  fact-filled  booklet  describing 
how  the  Decision  Management  Plan  con  help  you. 


SPEAR  &  STAFF,  INC. 
Dept.   MF-715 
Investment  Management  Division 
Babsan  Park,  Mass.  02157 


HOW  TO   BUY  &   SELL 

LOW-PRICED   STOCKS 

FOR   PROFIT 

By:  JOHN  S.  VILLELLA 
Tells  you  where  the  action  is. 
This  book  explains  in  detail  a 
logical,  to  the  point  method  of 
buying  and  selling  listed  low- 
priced  stocks.  All  the  "Ifs,  ands, 
hedges,  and  baloney"  have  been 
removed.  It  is  frank  and  to 
the  point. 

"How    To    Buy    and    Sell    Low- 
Priced  Stocks  for  Profit"  should 
be  required  reading  for  the  spec- 
ulator. 
SEND   $2  PER  COPY   TO: 

CEN-COM,   INC. 

P.O.    Box   295 

Pinellas   Park,    Florida   33565 

□  Please  send  FREE  i>iforma- 
tion  concerning  your  unique  Low- 
Price-Stock    Advisory    Service. 


Dividend   Notice 

The  Board  of  Directors  of  the 
Northern  Pacific  Railway  Company 
today  declared  a  quarterly  dividend 
of  65  cents  per  share  on  the  out- 
standing capital  stock  of  the  Com- 
pany, payable  on  July  31,  1969  to 
holders  of  record  at  the  close  of 
business  on  July  10,  1969. 

Floyd  A.  Deming 
June  26,   1969  Secretary 


Trends 

&  Tangents 

(Continued  from  page  11) 

Part  of  the  explanation  is  the  grow- 
ing anti-Vietnam  feeling.  But  while 
sales  of  Green  Beret  uniforms  and 
plastic  iM-16  rifles  have  fallen 
sharply,  Lone  Ranger  six-shooter 
sales  are  holding  steady. 

The  Cliff  Dwellers 

About  one  of  every  four  Ameri- 
can families  now  lives  in  apartment 
houses,  and  the  proportion  is  still 
rising.  In  the  first  quarter  of  1969, 
apartment  units  accounted  for  a 
record  48%  of  all  building  permits. 
That's  why  big  developers  such 
as  ITT  subsidiary  Levitt  &  Sons, 
which  have  traditionally  worked 
only  in  the  individual  home  field, 
are  now  planning  to  move  into  the 
high-rise  market. 

Merge-In 

His  company's  recent  merger- 
fest  held  in  Cherry  Hill,  N.J., 
was  "not  at  all  like  a  college  mixer," 
asserts  Harlan  J.  Brown,  president 
of  H.  J.  Brown  Inc.,  a  small  Wash- 
ington-based consulting  and  pub- 
lishing firm.  For  three  days  re- 
cently, 17  would-be  acquirers  and 
some  60  marriage  candidates  held 
about  140  merger  negotiations  with 
Brown  as  chaperon.  Multiple  pri- 
vate negotiations  at  one  location, 
says  Brown,  save  travel  expense 
and  executive  time,  which  are 
especially  important  to  medium- 
sized  companies  seeking  high-tech- 
nology acquisitions.  As  for  results, 
he  says  28  participants  are  being 
seriously  pursued  for  acquisition. 


FOREIGN 


New  Flight  Pattern 

Closer  cooperation  among  pri- 
vate European  aircraft  manufactur- 
ers could  mean  tougher  competi- 
tion for  U.S.  planemakers.  Besides 
the  Concorde  program,  the  Euro- 
peans are  working  together  on 
several  projects  like  the  STOL 
(short-take-off-and-landing)  ven- 
ture, which  involves  cooperation 
among  British,  French,  German 
and  Belgian  companies.  For  Eng- 
land the  international  cooperation 
has  been  especially  beneficial.  Her 
aerospace  exports  reached  a  record 
$700  million  last  year,  up  by  more 
than  $220  million  from  1967.  ■ 


Growth 
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A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  (or  copy  of  prospectus. 


GrowthlndustryShares,lnc.,Rooml018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 
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WARRANTS 

move  faster  and  further  than  any  other  type  of 
security — both  up  and  down.  Thus,  In  previous 
years,  General  Tire  &  Rubber  Warrants  moved 
from  4'/j  to  206  and  United  Air  Lines  Warrants 
from  41/,  to  126  amid  a  host  of  similar  ex- 
amples, while  a  Martin-Marietta  Warrant  skid- 
ded from  46%  to  14%  with  plenty  of  down- 
side company.  Since  the  outstanding  leverage  of 
Warrants  is  Indisputable,  and  since  the  number 
of  actively-trading  Warrants  is  growing  rapidly — 
170  currently  that  you  should  know  about — with 
more  top-flight  companies  issuing  Warrants; 
AMK,  Gulf  &  Western,  Llng-Temco,  Loew's  etc. 
—you  should  know  what  Warrants  are,  which 
Warrants  trade  in  today's  market,  and  the  basic 
rules  for  recognizing  opportunities  In  Warrants 
(and  dangers)  when  they  occur. 
The  R.H.M.  Warrant  &  Stock  Survey  -f  Stocks 
Under  10,  is  one  of  the  largest  and  most  re- 
spected investment  services  covering  the  War- 
rant field,  with  more  than  two  decades  of  ser- 
vice to  investors  under  the  editorship  of  Sidney 
Fried,  a  name  associated  with  the  Warrants  field 
in  every  financial  center  of  the  western  world. 
Let  us  tell  you  how  our  service  approaches  devel- 
oping opportunities  in  Warrants,  in  the  general 
stock  market,  and  in  "Stocks  Under  10".  There 
is  no  obligation,  and  there  is  no  cost  for  this 
valuable  information,  yet  it  could  mean  a  great 
deal  to  you  in  the  active  markets  ahead.  For 
your  free  copy,  send  today  to  Warrants,  Dept. 
F-409,  R.H.M.  Associates,  220  Fifth  Avenue, 
New  York,  N.Y.,  10001. 


CANADIAN  PACIFIC 
RAILWAY  COMPANY 

DIVIDEND  NOTICE 


At  a  meeting  of  the  Board  of  Directors 
held  today  a  dividend  of  One  Dollar 
and  Sixty  Cents  per  share  on  the 
Ordinary  Capital  Stock  was  declared,  of 
which  Eighty  Cents  per  share  is  the 
proceeds  of  a  dividend  from  Canadian 
Pacific  Investments  Limited,  payable  in 
Canadian  funds  on  July  21,  1969,  to 
Shareholders  of  record  as  at  the  close 
of  business  on  June  23,  1969. 


By  order  of  the  Board. 


Montreal,  June  9,  1969. 


T.  F.  Turner, 
Secretary. 
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WHAT  MAKES 


Oft3 


INVESTMENT  ADVISORY  SERVICE 

P 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion    changes    on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


READERS  SAY 


Babson's  Reports  Inc. 
Wellesley  Hills,  Mass.  02161,  Dept.  F-283 
Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 

Name 


Street  &  No.. 
City 


_State_ 


-Zip. 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


(Continued  from  page  12) 

No  Revolution  Here 

Sir:  How  nice  to  come  upon  your  quo- 
tation from  Paul  McCartney.  What  is 
quoted  in  your  June  15  issue  ( Fact  ir 
Comment)  is  from  the  song  "Hey  Jude," 
however,  not  from  "Revolution." 

— Beth  Colloty 
Cambridge,  Mass. 

Because   They   Share 

Sir:  Do  you  know  why  Sears'  results 
differ  from  Wards'  (Fact  6-  Comment, 
June  1 )?  Because  since  1916  Sears  has 
shared  profits  with  employees  through 
equity  distribution  so  that  Sears'  200,000 
profit  sharers,  because  of  Sears'  stock 
ownership,  have  24%  of  the  Sears  action. 
— Harold  W,  Bancert 
Fargo.  N.D. 


Sir:    Balonev! 


-Sam  Shearer  Jr. 
Huron,  Ohio 


Sir:  I  agree  with  you  in  respect  to 
J.  C.  Penney,  but  disagree  completely 
as  far  as  Sears  is  concerned.  I  believe 
their  merchandise  is  overpriced. 

— John  B.  Onken 
Mexico  City,  Mexico 

Sir:  I  buy  at  Sears  because  I  know  if 
it  isn't  right,  Sears  will  make  it  right  or 
replace  it. 

— Robert  B.  Hall 

Alexandria.  Va. 

In  Order  to  Achieve 

Sir:  In  response  to  the  question  what 
makes  achievement-minded  people  dif- 
ferent, he  [Professor  David  C.  McClel- 
land, Forbes,  June  1]  states  that  certain 
minority  groups  are  better  businessmen 
than  others  because  they  believe  they 
are  superior  to  other  people.  I  don't 
agree  with  this  statement.  Isn't  it  pos- 
sible that  some  minorities  feel  insecure 
and  therefore  work  harder  than  others? 
— Walter  J.  Schloss 
New  York,  N.Y. 

Sir:  As  a  businessman,  I  too  constant- 
ly face  the  problem  of  how  to  motivate 
my  employees,  and,  for  that  reason,  I 
found  your  interview  on  the  subject  with 
Professor  McClelland  extremely  interest- 
ing. Where  tan  I  find  more  about  his 
theories  and  methods? 

— C.  A.  Fhankle 
New  York,    N.Y. 

Dr.  McClelland's  books  include  Per- 
sonality, The  Achieving  Society  and 
Roots  ol  Consciousness.  His  most  recent, 
Motivating  Economic  Achievement,  writ- 
ten in  collaboration  with  Professor  David 
G.  Winter  of  Wesleyan,  is  a  report  on  his 
success  in  motivating  Indian  business- 
men— Ed. 


A  SPECIAL 

INVESTMENT 

MANAGEMENT 

SERVICE 

Creative,  vital  management,  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios. 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  an 
agreed  fee  basis. 

You  are  invited  to  write 
fora  complete  description  of  our 
Investment  Management  Service. 
Address  Department  IM-F. 


LOEB,  RHOADES  &  CO. 

Members  New  York  Stock  Exchange 
and  other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 
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DIVIDENDS 


The  Board  of  Directors  I 
has  authorized  the  pay-  j 
merit  of  the  following 
quarterly  dividends: 

COMMON  STOCK 
Dividenc  No  238 
35  cents  pei  share; 

PREFERENCF  STOCK, 
5.20%  CONVERTIBLE 
SERIES 
Dividend  No.  4 
32Vi  cents  per  share. 

The  above  dividends  are 
payable  July  31,  1969  to 
shareholders  of  record  July 
5.  Checks  will  be  mailed 
from  the  Company's  office 
in  Los  Angeles.  July  30. 

PRENTISC.  HALE,  Treasurer 


June  19,  1969 
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CONSOLIDATED 
1NATURAL  GAS 
I  COMPANY 


30  Rockefeller  Plaza 
New  York,  N.  Y.  10020 


Dividend  No.  86 

The  board  of  directors  has 
this  day  declared  a  regular  quar- 
terly dividend  of  Forty-Four 
Cents  (440  a  share  on  the  capi- 
tal stock  of  the  Company,  pay- 
able August  15,  1969,  to  stock- 
holders of  record  at  the  close  of 
business  July  15,  1969. 

JOHN  DAVIDSON,  Secretary 
June  18,  1969 


HOW  TO  WRITE 
PUTS  AND  CALLS 

Guide  to  a   Sound    Investment   Practice 

by  LYLE  T.  ALVERSON 

$6.00 

EXPOSITION  PRESS,  JERICHO,  N.Y.  11753 
Order  from  publisher  or  from  Brentano's, 
Doubleday  or  other  stores. 
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THOUGHTS. 


ON  THE 
BUSINESS  OF  LIFE 


Vacation  is  time  off,  to  remind  em- 
ployees that  the  business  can  get 
along  without  them. 

— Earl  Wilson 


Increased  means  and  increased  lei- 
sure are  the  two  civilizers  of  man. 

— Bexjamix  Disraeli 


I  am  never  less  at  leisure  than  when 
at  leisure,  nor  less  alone  than  when 
I  am  alone. 

— Scipio  Africaxus 


Money  is  not  required  to  buy  one 
necessity  of  the  soul. 

— Henry  David  Thoreau 


Objects  we  ardently  pursue  bring 
little  happiness  when  gained;  most 
of  our  pleasures  come  from  unex- 
pected sources. 

— Herbert  Spexcer 


Man's  real  life  is  happy,  chiefly 
because  he  is  ever  expecting  that  it 
soon  will  be  so. 

— Edgar  Allex  Poe 


Money  is  a  guarantee  that  we  may 
have  what  we  want  in  the  future. 
Though  we  need  nothing  at  the  mo- 
ment it  insures  the  possibility  of  sat- 
isfying a  new  desire  when  it  arises. 

— Aristotle 


Happiness  is  a  perfume  you  cannot 
pour  on  others  without  getting  a  few 
drops  on  yourself. 

— Ralph  Waldo  Emersox 


Money    was    made    for    the    free- 
hearted and  generous.       — Johx  Ray 


Main  people  know  how  to  work 
hard;  many  others  know  how  to  play 
well;  but  the  rarest  talent  in  the  world 
is  the  ability  to  introduce  elements 
of  playfulness  into  work,  and  to  put 
some  constructive  labor  into  our  lei- 
sure. — Sydney  Harris 


To  be  able  to  look  back  upon  one's 
past  life  with  satisfaction  is  to  live 
twice. 

— Marti  \i. 


How   many   toil   to   lay   up   riches 
which  they  never  enjoy. 

— William  Jay 


B.  C.  FORBES 

What  availeth  it  if  we  become 
so  engrossed  in  the  pursuit  of 
business  or  of  money  for  its  own 
sake,  after  we  have  earned  a 
competency,  if  this  pursuit  un- 
fits us  for  the  enjoyment  of  the 
real,  deep,  satisfying  things  of 
life,  if  it  blinds  our  eyes,  warps 
our  souls  and  numbs  our  better 
senses  and  sensibilities?  In  our 
feverish  anxiety  to  overcrowd 
our  life,  are  we  not  sometimes 
apt  to  forget  how  to  live?  The 
be-all  and  end-all  of  life  should 
not  be  to  get  rich,  but  to  enrich 
the  world. 


Business  is  the  salt  of  life. 

■ — Thomas  Fuller 


He  that  is  of  opinion  money  will 
do  everything  may  well  be  suspected 
of  doing  everything  for  money. 

— Bexjamix  Franklin 


Few  people  do  business  well  who 
do  nothing  else. 

— Lord  Chesterfield 


We  are  more  interested  in  making 
others  believe  we  are  happy  than  in 
trying  to  be  happy  ourselves. 

— La  Rochefoucauld 


Men  are  so  simple  and  yield  so 
readily  to  the  wants  of  the  moment 
that  he  who  will  trick  will  always  find 
another  who  will  suffer  himself  to  be 
tricked.         — Niccolo  Machiavelli 


Life  is  too  short  for  mean  anxieties. 
— Charles  Kixgsley 


To  be  happy  is  not  the  purpose  of 
our  being,  but  to  deserve  happiness. 
— Immaxuel  Fichte 


Well-being  and  happiness  never  ap- 
peared to  me  as  an  absolute  aim.  I  am 
even  inclined  to  compare  such  moral 
aims  to  the  ambitions  of  a  pig. 

— Albert  Einstein 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  6%;  rest  of  New 
York  State,  3%  to  6%  as  required.) 


A  Text . . . 


Sent  in  by  Chris  T.  Spencer, 
Jonesville,  Mich.  What's  your 
favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


For  a  dream  cometh  through  the  mul- 
titude of  business;  and  a  fool's  voice 
is  known  by  multitude  of  words. 

— Ecclesiastes  5:3 
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Octoputer 

RCAs  many-tentacled  computer 

does  time  sharing  plus  regular  computing.  It's  a 

generation  ahead  of  its  major  competitor. 


Once  there  were  only  monster  computers 
that  did  big  batch  jobs  like  payrolls.  Problem? 
They  kept  people  waiting. 

Then  came  the  whirling  dervishes  of  time 
sharing  that  let  a  lot  of  people  work  at  t>nce.  In- 
efficient. The  machines  were  only  busy  part  time. 

Now  there's  a  new  kind  of  creature  that  does 
time  sharing  and  batch  work  together.  So  lots  of 
people  can  use  it  — efficiently. 

It's  the  Spectra  70  46. The  Octoputer. There's 
nothing  quite  like  it  on  earth  or  under  the  sea. 

Remote  computing  is  its  basic  concept. That 
means  it  works  from  way  over  here  where  you  are, 
to  way  over  there  where  it  is.The  Octoputer's  arms 
are  long  and  strong. 

It  sits  in  the  middle  of  your  company  and 
reaches  helping  hands  out  in  all  directions.  Sud- 
denly, your  company  works  harder.  More  of  your 
people  use  the  computer— solving  more  prob- 


lems, finding  more  facts,  writing  more  programs. 
And  it  does  your  big  batch  jobs  in  its  spare  time. 

The  Octoputer  does  a  real  armload  of  work 
for  a  handful  of  change.  Check  the  bills  from  your 
time-sharing  services.  See  if  it's  not  more  efficient 
to  do  the  same  work  on  your  own  Octoputer.  And 
get  batch  processing,  too. 

One  more  thing.The  Octoputer  concentrates 
on  remote  computing  because  that's  what  you're 
going  to  need— that's  where  the  industry  is  going. 
We  got  there  first  because  communications  is 
what  RCA  is  famous  for. 

It'll  keep  us  ahead  of  our  competition.  It  can 
keep  you  ahead  of  yours.  Step  up  to  the  Octoputer 
and  shake  hands  hands  hands  hands  hands... 
We  will  arrange  an  intro-  mnm  ^n^  JPV 
duction.  Call  609-424-2385.  (VI  ZM\ 
Or  write  RCA  Computers.  S^uflrr^'cS 
Cherry  Hill,  N.J.  08034.  UJIVIKU  I  LKb 


.  JESS  A.  BELL,  PRESIDENT,  BONNE  BELL.  INC. 


"This  Management  Seminar 
is  the  one  that 
works  for  (M  levels  of  management.'' 


"The  new  Dale  Carnegie  Supervision  &  Man- 
agement Seminar  is  compatible  with  our  man- 
agement principles  because  it  brings  people  of 
various  ages  and  occupations  into  learning  to- 
gether and  improves  teamwork,"  says  Jess  Bell, 
President  of  Bonne  Bell,  Inc. 

"Learning  together"  has  long  been  part  of 
the  secret  of  success  for  Mr.  Bell's  cosmetics 
company,  and  this  management  has  sponsored 
many  different  training  courses  for  its  key 
people.  The  president  sees  the  particular  value 
of  the  Seminar  as  "the  difference  between 
merely  teaching  people  how  to  do  a  job  and  how 
to  reach  a  goal." 

Comments  from  Mr.  Bells  department  heads 
are  also  significant.  We  would  like  you  to  read 
them.  Then,  if  you  would  like  to  know  more 
about  this  new  kind  of  management  training, 
please  write  us. 

DALE  CARNEGIE 

SUPERVISION  &  MANAGEMENT 

SEMINAR 

SUITE  189  F»  1475  FRANKLIN  AVE.  •  GARDEN  CITY,  N.Y.  11530 


ROBERT  MIDDENDORF,  Vice    LEE  SMITH,  Vice  President.  Op- 


President,  Sales:  "As  a  result  of 
this  training  I  hold  meetings  with 
people  in  other  departments  to 
help  us  work  out  marketing 
problems  .  .  ." 

4k?< 


erations.  "We  were  too  involved 
in  task-orientation.  The  Seminar 
refocused  me  on  both  short  and 
long-range  goals." 


ROD  WILLIAMS,  Advertising  ray  burgess.  Comptroller:  "The 

Manager:  "I  was  amazed   how  Dale  Carnegie  Supervision  and 

well  our  business  adapted  to  Management  Seminar  was  a  real 

principles  in  the  Seminar."  and  refreshing  experience." 
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Stodgy  old  paper  company 

wraps  it  up  for 
"The  New  Colony  Six!' 


We  haven't  gone  info  the  music  business.  Or  have  we? 

After  all,  if  you  make  as  many  record  sleeves  as  we  do, 

you'd  better  know  a  sitar  from  a  guitar.  And  be  geared  to  handle  the  fast  take-offs 

in  ideas  which  keep  the  record  business  spinning. 

That's  the  way  it  is  in  packaging  today.  Sit  back  and  you're  lost. 
Think  you  make  only  a  bag  or  a  box  and  you're  soon  boxed  in  yourself. 

Take  bread.  We've  been  packaging  it  since  waxed  paper  days. 

Through  other  transistions,  too.  And  when  plastics  came  along,  we  became  one  of 

the  leading  suppliers  of  polyethylene  bread  bags  and  closures. 

Surprising  thing  for  a  stodgy  old  paper  company? 

Not  when  $380  million  of  your  sales  are  in  packaging  and  you're  the  largest 

converter  of  plastics  in  the  multibillion  dollar  packaging  industry. 


R> 


V 


St.  Regis  Poper  Compony,  150  E.  42nd  St.,  N.Y.,  N.Y.  10017  •  The  New  Colony  Six  Appear  Through  the  Courtesy  of  the  Mercury  Record  Corporation,  Lmiwun/) 
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Side  Lines 


Our  New  Man  in  LA. 

Whex  the  old  New  York  Herald  Tribune  folded  in  1966,  there 
was  hardly  a  dry  eye  among  journalism  buffs,  but  in  a  way  it 
was  a  good  thing  for  Forbes.  For  when  the  Trib  folded,  James 
Joseph  Flanigan  came  to  work  for  us.  Forbes  was  only  the 
second  job  Jim  ever  had:  After  the  U.S.  Army,  in  Germany, 
and  Manhattan  College,  in  his  native  New  York,  he  got  a  job 
as  a  copy  boy  on  the  Trib  in  1957;  he  was  promoted  to  financial 
writer,  with  time  out  on  two  occasions  to  work  for  the  Trib's 
famed  Paris  edition.  The  Trib  was  hardly  in  its  grave  when  Jim 
started  working  for  Forbes;  we  had  watched  and  admired  his 
work  on  the  newspaper.  At  Forbes  he  did  so  well  on  a  variety 
of  stories  that  last  year  we  sent  him  to  our  Washington  bureau 
to  get  a  taste  of  covering  the  nation's 
capital.  This  summer,  at  33,  he  got  another 
promotion.  Jim  was  made  manager  of  our 
West  Coast  Bureau  in  Los  Angeles,  where 
he  succeeded  Stephen  Quickel,  who  re- 
cently returned  to  New  York  as  a  senior 
editor. 

City-bred  Jim  Flanigan  really  means  it 
when  he  says  that  he  is  "excited  about  the 
West;  it  frees  the  imagination — this  is  where 
people  are  thinking  about  new  things."  But 
there's  another  reason  he  likes  California. 
Mrs.  Flanigan.  No,  she's  not  a  native  of  the 
state.  She's  the  former  Anne  Fitzmaurice  of 
County  Mayo;  Jim  met  her  in  New  York  and 
they  were  married  when  he  was  in  Europe 
for  the  Trib.  Anne  Flanigan  enjoyed  Paris 
and  New  York,  but  she  loves  Los  Angeles:  It  brings  out  the 
country  girl  in  her.  At  last  report  the  Flanigans  and  11-month- 
old  son  Michael  were  comfortably  ensconced  in  a  house  in  the 
San  Fernando  Valley  where  Anne  Flanigan  is  doing  something 
she  never  could  do  in  New  York.  She  is  raising  vegetables  in 
her  backyard.  Her  husband  reports  that  the  corn  and  tomatoes 
take  a  lot  more  watering  in  Los  Angeles  than  in  rainy  Ireland, 
but  that  otherwise  you  couldn't  find  better  in  Dublin. 

Get  Your  Scorecard 

What's  happened  to  the  performance  funds?  Why  are  insurance 
companies  and  others  so  anxious  to  buy  up  mutual  funds? 
Which  funds  stood  up  best  last  year?  The  last  seven? 

Forbes'  Aug.  15  issue — our  14th  annual  report  on  mutual  funds 
— will  provide  the  answers  to  these  and  other  investor  questions. 
Since  it  was  initiated  in  1956,  many  imitators  have  come  along, 
most  of  them  focusing  on  short-range  changes  in  the  funds'  vital 
statistics.  This  year's  Forbes  report  will,  as  usual,  be  chock-full 
of  numbers,  plus  several  accompanying  stories.  But  unlike  most 
of  the  newcomers,  Forbes  will  measure  the  quality  as  well  as 
the  quantity  of  each  fund's  performance,  over  the  long  and 
short  range,  in  up  and  down  markets. 

As  they  say  at  the  ballpark,  you  can't  tell  the  players  without  a 
scorecard.  We  think  we  have  the  best  fund  scorecard  around.  ■ 


Jim  Flanigan 


So  you've 
decided  to  hold 
your  pow-wow 

in  Canada. 


But  now,  how  do  you  decide  on 
a  hotel? 

Talk  to  us.  We  offer  you  1 1  distinctive 
hotels.  Each  in  a  different  setting  but 
all  backed  by  a  tradition  of  seryice 
and  experience  to  ensure  a  successful 
meeting,  sales  conference,  or 
convention. 

A*ter  all,  there  must  be  a  reason  why 
we're  the  oldest  and  largest  hotel 
system  in  Canada. 

Contact  Bill  Gray,  Director  of 
Marketing  and  Sales,  CP  Hotels, 
c/o  Royal  York  Hotel,  Toronto, 
Ontario,  Canada,  or  Robert  F. 
Warner  Inc. 


The  Algonquin,  St.  Andrews, 

New  Brunswick. 

Le  Chateau  Frontenac,  Quebec  City, 

Quebec. 

Le  Chateau  Champlain,  Montreal, 

Quebec. 

Le  Baron  Motor  Hotel,  Sherbrooke, 

Quebec. 

Le  Baron  Trois  Rivieres.  Trois  Rivieres, 

Quebec  (open  late  1969). 

Royal  York  Hotel.  Toronto, 

Ontario. 

The  Saskatchewan,  Regina, 

Saskatchewan. 

Chateau  Lacombe,  Edmonton, 

Alberta. 

The  Palliser,  Calgary, 

Alberta. 

Banff  Springs  Hotel,  Banff, 

Alberta. 

Chateau  Lake  Louise,  Lake  Louise, 

Alberta. 

The  Empress,  Victoria, 

British  Columbia. 


H 


CP 
Hotels 
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&  Tangents 


FOREIGN 


The  Costly  Customer 

A  helping  hand  from  the  Rus- 
sians is  not  always  a  helpful  hand, 
as  the  Indians  are  finding  out.  The 
Indian  steel  industry,  plagued  by 
overcapacity,  was  to  be  bailed 
out  by  a  billion-dollar  deal  to 
fabricate  and  sell  freight  cars  to 
the  Soviet  State  Railways.  After 
the  two  governments  issued  a 
communique  announcing  this,  the 
trading  experts  on  both  sides  went 
to  work.  First  the  Russians  set 
specifications  that  involved  the 
Indians  importing  so  many  com- 
ponents they  were  losing  foreign 
exchange  on  the  deal.  Then  the 
Russians  cut  the  agreed  number 
of  freight  cars.  The  desperate  In- 
dians then  tried  to  promote  freight- 
car  sales  in  other  developing  coun- 
tries, with  mixed  results.  Finally 
they  had  to  approach  U.S.  car- 
builders  and  railroad  carshops  with 
the  idea  of  supplying  knocked- 
down  freight  cars  for  assembly  in 
India. 


BUSINESS 


Sunken  Treasure? 

Since  colliding  with  another 
liner  off  Nantucket  in  1956,  the 
Andrea  Doria  has  rested  quietly  in 
her  40-fathom  grave.  A  year  ago 
J.  Philip  Murphy  of  San  Fran- 
cisco's Murphy  Pacific  Marine  Sal- 
vage Co.,  which  pioneered  the  use 
of  lighter-than-water  urethane  foam 
to  raise  sunken  barges  and  tank- 
ers, announced  he  would  try  to 
float  the  ship.  But  she  still  seems 
caught  in  the  cold  clutch  of 
economics.  Problem:  The  foam 
must  be  injected  by  divers,  who 
cost  money.  "At  those  depths, 
divers  are  good  for  only  ten  min- 
utes," says  Murphy.  "They  cost 
S300  a  dive,  or  S2,000  an  hour. 
We  see  this  as  a  SlO-million  job, 
and  no  one  so  far  has  proved  to 
me  that  the  Andrea  Doria  is  worth 
all  that."  The  hull,  he  figures,  is 
worth  S750,000.  But  as  for  in- 
surance payments  of  nearly  $2  mil- 
lion on  jewels  that  sank  with  the 
luxury  liner,  Murphy  says:  "Every- 
body knows  how  people  pump  up 
those  reportings." 


Big  Bad  Wolves 

Many  U.S.  companies  are  find- 
ing a  new  way  to  insure  that  their 
houses  will  withstand  the  big, 
bad  takeover  artist.  The  insurance 
"is  an  amendment  of  a  company's 
charter  requiring  80%  of  the  stock- 
holders to  approve  a  merger  with 
or  takeover  by  a  company  or  in- 
dividual holding  more  than  10% 
of  its  stock.  Among  the  companies 
that  have  adopted  this  proviso  are 
Combustion  Engineering,  Holly 
Sugar  and  Continental  Airlines. 
Holly's  amendment  contains  an 
additional  clause  that  the  four- 
fifths  majority  doesn't  apply  to 
mergers  that  their  directors  recom- 
mend. The  New  York  Stock  Ex- 
change at  first  opposed  such  mea- 
sures as  incompatible  with  corpor- 
ate democracy,  but  since  February 
it  has  required  merely  that  any 
listed  company  considering  the 
adoption  of  such  a  defensive  tactic 
must  advise  the  exchange. 

Analysis 

Any  firm  interested  in  paying  a 

820,000  fee  can  receive  a  two-part 

analysis  of  its  advertisements  and 

the  company  by  Dr.  Marshall  Mc- 

(Contimied  on  page  69) 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 


l_. 


READERS  SAY 


A   Relic   for  the   Smithsonian? 

Sik:  I'm  amazed  at  this  late  date  that 
the  Antitrust  Division  should  still  think 
that  ".  .  .  two  railroads  should  not  merge, 
but  rather  compete"  i  Fohbes,  June  I). 
With  the  rails  hauling  less  than  438  of 
the  intercity  traffic,  while  the  interstate 
tor-hire  motor  carriers  are  merging,  the 
private  carriers  growing  by  leaps-  and 
bounds  and  the  air  freight  carriers  zoom- 
ing over  tin-  horizons  with  super  air- 
cargo  transports,  if  the  railroads  can  t 
merge  in  order  to  eliminate  economic 
waste,  they'll  be  relegated  soon  to  the 
Smithsonian  Institution.  Is  the  Anti-trust 
Dh  ision  under  the  delusion  that  the  rails 
are  still  burning  coal — ami  with  the  aid 
of  a  monopolize  shovel? 

— Caul  Bi  \ru\cii 
Walnut  Creek,  Calif. 

Limit— under  Thirty 

Re   youi   comments  on   the  voting 
Fact    -    Comment,  July   1).   Over 
•t    the    population    is    below    voting 
approximate])'  one-fourth 
will    reach    voting   age   within    five   years. 
This  represents  a  vt  r>    impressive  poten- 
tial for  influencing  legislative  reform.  As 
an   ex-teenager,   I    think   we   should   be 
more   respectful  of   the   power   of   youth. 
Who   knows,    they   just    might   get   orga- 
nized and  limit  the  right  to  vote  to  per- 
sons under  30. 

— William  A.  Rose 
Haddonfield,  N.J. 

How  Now,  Dow  Jones 

Sir:  Aftei  reading  your  comments  mi 
the  stock  market  outlook  in  the  July  1 
issue  (Foci  6  Comment),  I  find  myseU 
unable  to  resist  telling  you  that  Howard 
Butcher  III  ami  I  agree  wholehearted!) 
with   yom   diagnosis. 

— Howard  Butchi  r  IV 

Manager,  Investment  Department 

Butcher  c\  Sherrerd 

Philadelphia,    1'a. 

SlR:     I     think    you've    got    a     "groove'' 

that's  beautiful.  You  write — and  must 
think — for  today's  people,  and  that's  too 
rare.  But  every  once  in  a  while,  you  leave 
me  standing  there  as  you  go  by.  So 
please,  drop  the  other  shoe. 

— Hal  l.i  i 
New  York,   N.Y. 

Sir:  I  am  certain  you  are  not  joking, 
however,  I  do  believe  you  are  jesting. 

— Morris  Silver 
N.  Bay  Village.  1  la. 

After  listing  several  compelling  reasons 
to  expect  a  stock  market  drop,  I  con- 
cluded with  these  words:  "Stock  prices 
will  probably  hit  new  highs  and  the  Dow- 
Jones  average  over  1000 — soon."  Of 
course,  "soon"  is  a  relative  term,  and  I 
would  not  advise  any  readers  to  hold 
their  breath  for  the  WOO  count!— MSI". 
(Continued  on  page  70) 


fshe's 
not  going  to 
parade  them 
..why  don't  you 
trade  them. 


Don't  try  to  understand  her,  just  spoil  her  a  little.  Sell  her  "old" 
jewelry  at  auction.  Buy  her  "new"  jewelry  the  same  way.  Our 
Miss  Hartley  will  be  glad  to  help.  The  number  is  (212)  TR  9-8300. 


980  MADISON  AVE  .  NEW  YORK  10021 


First 

National 

State 

is  New  Jersey's 
leading  bank. 

There  must  be  a  reason.  Ask  us. 


ESTABLISHED  1812 


JrVstJtatUraal  State 

BANK  OF  NEW  JERSEY 

Total  Resources  Over  tSIX)  Million 

EXECUTIVE  OFFICE  /  550   BROAD   STREET  /  NEWARK.   N.  J.  07102 

MAIN   OFFICE/ 810   BROAD   STREET  /  NEWARK.    N.J.   07102 

Member  Federal   Deposit   Insurance   Corporation 
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Blackout!  Jet-powered  emergency  generators  may 
spoil  some  of  the  fun,  but  they  help  keep  a  city  moving. 


The  City:  How  to  keep  it 
from  standing  still. 


: 


•: 


: 


: 


- 


it 
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People  want  faster, 
aggravation-free  urban  transit 
Jet  engines  may  help 


Without  freedom  of  movement, 
city  can  strangle.  What's  United  Aircraft 
oing  about  it? 

Our  helicopters  are 
disking  people  up  and  over 
affic  problems.  We're  working  on  new 
oncepts  in  urban  transit, 
^nd  making  jet-powered  generating 
ystems  that  can  keep  electric-powered 
ansportation  moving  if  there's  a  blackout 

We're  speeding  up  travel 
)etween  cities,  too.  With 
t-powered  Turbo  Trains  that  can 
lake  the  Boston-New  York  run 
fl  2Va  hours.  And  propellers  for 
ew  V  STOL  aircraft  that  can  bypass 
:ongested  air  lanes. 

To  prosper,  cities  must  be 
erved  by  a  coordinated,  efficient 
ransportation  system. 
\nd  that  ideal  system  is  what  we're 
lelping  to  build  at  United  Aircraft. 
A/here  new  ideas  take  off. 


Jnited 
Aircraft 


RATT  4  WHITNEY  AIRCRAFT  • 
4AMILT0N  STANDARD  •  SIKORSKY  AIRCRAFT  . 
40RDEN  •  UNITED  TECHNOLOGY  CENTER  • 

LECTRONIC  COMPONENTS  •  UNITED  AIRCRAFT 

iESEARCH  LABORATORIES- 

JNITED  AIRCRAFT  OF  CANADA  LIMITED  • 


Planners  are  working  on  faster,  more 
convenient  ways  to  and  from  airports 


1908 

Michelin  invented  the  dual 
truck  tire  for  heavier  loads. 
Today,  the  Michelin  X  Radial 
ZZ  type  is  specially  designed 
for  trucks  and  buses ! 

Radial  one-ply,  steel-cord  carcass.  Important  fuel  economy  (savings 
up  to  14%)  *.  High  level  of  safety  (up  to  80%  fewer  punctures)  *. 
Positive  grip  and  full  traction  in  all  weather.  Shock-absorbing  abili- 
ties (for  driver,  goods  and  vehicle)   Long  tread  life — tubed  or  tubeless. 

♦Compared  to  standard  conventionals. 


69. 2164.  USA 


MICHIILI 

Ask  your  Michelin  Tire  Dealer 

(you'll  find  him  in 

the  yellow  pages)  or  write  to: 

MICHELIN  TIRE  CORPORATION 

2500  Marcus  Avenue 

Lake  Success,  New  York  1 1040 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


TRAVELIN'  MAN 


President  Nixon's  willingness  to  travel  is  probably  help- 
ful in  establishing  rapport  with  other  lands. 

It's  just  a  shame,  though,  that  some  smartypants  in  high 
places  persuaded  him  to  include  Rumania  in  his  itinerary 
just  because  that  particular  Red  dictatorship  is  the  current 
thorn  in  the  side  of  Russia.  Is  it  more  important  that  we 
needle  and  nettle  the  Kremlin  than  we  get  together 
with  them  over  Far  East  tensions,  a  slowing  of  the  fantas- 
tic arms  race,  a  settlement  in  Vietnam? 


Maybe  some  lumphead  thinks  the  Rumanian  visit  shows 
how  tough  we  are.  I've  even  read  somewhere  where  one 
high-placed  clown  in  Washington  thought  the  visit  would 
be  a  "subtle  reminder  to  Russia  that  we  know  she,  too, 
has  problems  with  her  neighbors." 

I  would  imagine  that  the  reaction  of  the  Russians  to 
Nixon's  visit  with  their  border  botherer,  Rumania,  would 
be  much  the  same  as  ours  would  be  were  Kosygin  to  visit 
Peru  at  the  moment.  Or  Cuba. 


CAN  YOU  BELIEVE  IT? 


Maybe  you're  a  bit  tired  of  hearing  about  anti-inflation 
measures. 

How's  this  for  an  antidote — 

1,300  members  of  the  Teamster's  Union  fn  New  York 
have  just  accepted  a  new  pact  with  the  New  York  Build- 
ing Trades  Employers  Association.  Among  other  goodies 
it  provides  for 

...  A  $57.60  weekly  pay  raise 
. .  .  "Improved"  health  and  welfare  benefits 
...  A  pension  of  $400  a  month  after  20  years  service 
regardless  of  age. 

It  is  expected  that  this  happy  agreement  for  the  drivers 


of  concrete,  sand,  gravel  and  asphalt  trucks  will  be  the 
pattern  for  the  other  23  building  trade  crafts. 

It  is  estimated  by  the  builders  that  this  settlement  will 
increase  building  labor  costs  by  at  least  35%. 

OOO 

In  the  face  of  this  sort  of  thing,  can  anyone  predict  soon 
a  building  boom? 

Even  an  Unforesee-er  such  as  I  can  foresee  the  reverse. 

A  cost  leap  of  this  magnitude  in  an  industry  so  basic 
to  the  economy  may  well  do  more  to  cool  it  than  anything 
yet  accomplished  by  out-of-sight  interest  rates  and  surtax 
extensions. 


KENNECOTT  UPPERCUT 


Kennecott  Copper  is  not  noted  for  loquaciousness,  nor 
is  its  CEO,  Frank  R.  Milliken,  known  among  his  associates 
as  a  backslapper,  a  guffawer  or  a  guffaw-producer. 

The  other  day  at  lunch  here,  though,  he  tossed  off  an 
observation  that  demonstrates  both  the  clarity  and  the  un- 


foolishness  that  have  long  been  Kennecott  hallmarks. 

We  were  asking  about  whether  or  not  a  certain  mine  was 
a  good  one. 

Said  Mr.  Milliken,  "A  good  mine  is  one  that  will  with- 
stand mismanagement." 
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HEROES:   CARTOON-TYCOONS 


That  butt  of  all  the  cartoonists;  the  butt  of  all  the  in- 
tellectuals advocating  rampaging  freedom;  the  butt  of  all 
the  bewailers  of  privilege  and  profit  is  turning  out  to  be 
the  guy  who  most  effectively  is  goring  the  theorists  and 
the  practitioners  of  Communism.  I'm  referring  to  the 
aging,  balding,  fat  old  capitalist  who  works  all  day  and 
most  every  day  running  his  business  profitably. 

Our  ivory  towerists,  who  write  with  will  and  so  well 
about  the  absolute  necessity  of  freedom  to  think  and  to 
write  and  to  do,  have  splintered  their  lances  against  Com- 
munist dictatorships  in  vain,  have  for  decades  seen  their 
verbal  shafts  valiantly  but  vainly  shattered  against  the 
idiotologists  of  Communism.  They  have  been  scorned 
when  not  ignored,  ridiculed  when  not  reviled  by  the  gos- 
peleers  of  the  Red  Dictatorships. 

Lo  and  behold,  in  recent  years  the  tremblings,  the  fis- 
sures in  Communist  ranks  and  lands  have  been  wrought 
by  the  efficient  production  achievements  of  the  bloated, 
vested,  cigar-smoking  cartoon-tycoons.  The  Reds  envy  the 
knowhow  and  would  emulate  the  achievements  of  our 
capitalists.  Red  leaders  have  learned  the  hard  way  that 


productivity  can  neither  be  built,  can  neither  run  nor  start 
nor  be  started  without  that  very  small  spark  plug  called 
incentive. 

Thus  the  practice  of  capitalism  and  the  virtue  of  profit 
are-  shaking,  reducing  the  ranks  of  Communists.  They  see 
that  in  fact  Communism  costs  not  merely  freedom  but 
also  the  material  productivity  their  system  was  supposed 
to  stimulate. 

James  Reston,  the  clear-eyed  Oracle  of  The  New  York 
Times,  put  it  more  briefly  and  better  in  a  dispatch  from 
Moscow  some  months  ago: 

"It  is  interesting  here  that  Communist  officials, 
who  used  to  believe  that  capitalist  economic 
ideas  would  certainly  fail,  are  now  more  afraid 
of  Western  economic  theory  than  of  Western 
political  theory. 

"Western  Europe  is  being  unified,  not  by  the 
political  philosophers,  or  the  Western  statesmen, 
but  by  the  American  scientists  and  businessmen 
with  their  computers  and  their  capital.  This  is 
what  is  worrying  officials  in  Moscow." 


LOSS  OF  INNOCENCE 


Three  kids — I'd  guess  about  eight  years  old — were 
shining  shoes  on  home-made  equipment  the  other  day  on 
one  of  New  York's  poshest  avenues.  Their  faces  shone  like 
the  shoes  they  finished. 

Needing  a  shine,  I  stopped.  As  I  sat  down  a  portly, 
profitable-looking  tycoon-type  was  just  getting  up. 

He  proffered  the  boy  a  $5  bill  and  naturally  the  young- 


ster didn't  have  change  for  that  much. 

"Okay,  son,  I'll  get  it  changed  and  bring  you  back  the 
quarter." 

When  I  was  ready  to  leave  almost  ten  minutes  later, 
the  Creep  hadn't  yet  returned.  There  were  a  dozen  shops 
within  a  minute's  distance  where  change  could  have  been 
had.  Instead,  the  shoe  shine  boy  was. 


EDITORIALS  GET  RESULTS 


Some  time  ago  when  brokerage  house  back  office  back- 
up on  stock  certificate  transfers  first  became  a  problem,  we 
urged  (Forbes  Aug.  15,  1968)  the  swiftest  possible  im- 
plementation of  the  only  possible  solution — punchcard 
certificates.  Progress  is  being  made,  with  the  latest  impetus 
coming  from  the  American  Rankers  Association  and  the 
Association  of  Stock  Exchange  Firms. 

Also  in  the  June  15  Forbes  we  urged  extension  of  the 
surtax.  The  House  Committee  promptly  reported  it  out. 

In  the  same  issue,  discussing  the  present  unsafety  and 


chaos  at  our  airports,  we  concluded  with  these  words: 
"Incredible.  Inexcusable.  Remediable. 
"A  clear-cut  case  for  Nixon  action." 

So  the  other  day  the  President  asked  the  Congress  for 
$5.6  billion  over  the  next  few  years  to  get  the  job  done. 

It's  not  often  one  gets  such  prompt  response  to  one's 
thoughts. 

Of  course,  if  you  don't  think  these  editorials  were  re- 
sponsible for  this  immediate  action  .  .  .  you're  right. 

Probably. 


OBSERVATION 

So  often,  what  people  are,  shows. 


—Malcolm  S.  Forbes. 

Editor-in-Chief 


If  you  need  coaxing  to  switch 
to  more  useful  news  like  this: 


1 .  The  Cooling  Business  Boom :  New  Signs  Of  Slowdown 

2.  Nixon's  New  Strategy  For  Getting  Out  Of  Vietnam 

3.  How  The  S.D.S.  Operates-On  Campus,  Off  Campus 

4.  What  Anti-Inflation  Measures  Do  To  Stocks  And  Bonds 

5.  Nixon's  Legislative  Program:  Its  Chances  In  Congress 

6.  Anti-U.S.  Feelings  On  The  Rise  In  Latin  America 

7.  Russia's  "American  Policy"-The  Kremlin's  Challenge 

8.  Tax  The  Churches .  .  ?  The  Controversy  Builds 

9.  Again.  The  Northwest  Passage:  New  fry  At  Arctic  Sea  Routes 
10. The  Tax  Changes  Nixon  Wants:  How  You'd  Be  Affected 

1  1 .  Stocks  vs.  Bonds-New  Considerations  For  Investors 

1  2.  The  Democrats  Make  Early  Plans  For  '72 

13. The  "New  Left"- A  Close  Look  At  10  Radical  Organizations 

14.  Exclusive  Interview  With  Defense  Secretary  Laird 

15.  Exclusive  Interview  With  Postmaster  General  Blount 

16.  Exclusive  Interview  With  Treasury  Secretary  Kennedv 

17.  Exclusive  Interview  With  Labor  Secretary  Shultz 
18. The  Major  Changes  Coming  In  Federal  Estate  Taxes 

1 9.  The  Key  Men  Around  Nixon :  Who  Calls  Signals,  For  What 

20.  Why  Russia  Fears  And  Fights  Yugoslav-Style  Communism 

2  I .  Big-Spending  Young  Adults-Their  Impact  On  Business,  Politics 

22.  Facts  And  Fiction  About  The  Military-Industrial  Complex 

23.  How  The  Proposed  New  Postal  System  Would  Work 

24.  The  Brisk  Demand  For  High-Priced  Houses 

25.  Changes  In  Government  Agencies  That  Regulate  Business 

26.  Soviet  Arms  Buildup:  The  Meaning  For  The  U.S. 

27.  Foreign  Auto  Makers  Plan  New  Push  Into  U.S.  Market 

28.  Beef  Eaters  Abound— The  Boom  In  Beef  Sales  And  Prices 

29.  Doing  Business  With  Iron  Curtain  Countries:  A  Case  History 

30.  What  You  Should  Know  About  Federal  Gift  Taxes 

3 1 .  Japan's  Successful  Conglomerates  .  .  . 

32.  Russian  Seapower:  The  Strong  And  Modern  Soviet  Navy 

33.  How  Building  Costs  Can  Be  Cut 

34.  Foreign  Trade:  The  Tariff  And  Tax  Changes  Likely 

35.  Auto  Repairs  vs.  The  Great  Mechanic  Shortage 
36,'U.S.  Industries  Which  Will  Grow  Fastest  In  The  1970's 

37.  Congress  Takes  A  Look  At  Tax-Free  Foundations 

38.  Who's  Who  In  The  Kremlin  These  Days  . .  . 

39.  W  Germany's  Emergence  As  Dominant  Power  In  Europe 

40.  What  You  Should  Know  About  Planning  Your  Estate 

41.  Red  China's  Nuclear  Program  Gets  Back  On  Schedule 

42.  Military  Spending:  The  Barrage  From  Congress  Intensifies 

43.  "No-Fault"  Auto  Insurance :  Pro's  And  Con's  Of  New  Idea 

44.  Europe's  Non-Stop  Business  Boom:  How  U.S.  Stands  To  Benefit 
45. The  Problems  And  The  Price  Of  Combating  Pollution 

46.  Stock  Market  Trends  That  Worry  Congress 

47.  The  One  Sided  Search  For  Peace  In  Vietnam 

48.  After  Apollo-What  Kind  Of  U.S.  Space  Program? 

49.  •'Spin-Offs"  From  Space  Technology :  How  U.S.  Benefits 

50.  Nixon  Under  Pressure— The  Problems  Pile  Up 
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The  biggest 
chopper 


stopper 


Helicopter  warfare  puts  a  premium  on 
speed.  Which  is  why  Sikorsky- 
developed  the  CH-53A  assault  helicopter. 

This  giant  chopper  moves  G.I.'s 
in  fast,  gets  'em  out  fast.  So  its 
rotor  has  to  be  brought  to  a  complete 
stop  in  30  seconds. 

To  do  the  job,  B.F.Goodrich  designed 
a  large  disk  brake,  probably  the  biggest 
ever  built  for  a  helicopter.  It  has 
a  special  metallic  lining  for  making 
fast  stops,  time  after  time, 
without  fading. 

If  you  didn't  know  B.F.Goodrich  was 
big  in  brakes,  it'll  surprise  you  to  find 
how  many  other  manufacturers  are 
giving  them  a  whirl. 

B.F.Goodrich  brakes  are  used  on 
more  U.S. -made  jet  and  turbo-prop 
airliners  than  any  other  make.  In  fact, 
you'll  find  them  on  all  kinds  of  planes, 
including  the  world's  biggest, 
Lockheed's  C-5A,  and  the  new  L-101 1 
tri-jet. 

We  also  make  brakes  for  ground 
vehicles,  too — all  kinds  of 
construction  and  industrial  eguipment, 
fire  engines,  and  the  Saturn  booster 
hauler. 

Obviously,  a  lot  of  people  are 
convinced  they  can  get  a  better  brake  by 
coming  to  B.F.Goodrich. 


B.E  Goodrich 


We  built  it. 


Forbes 

New  Kind  of  Oil  Boom 


What  would  you  think  of  a  proposition  where  the  investor  puts  up  85% 
of  the  money  for  50%  of  the  property?  Well,  Clinton  Oil  has  such  a  propo- 
sition and  it  has  worked  out  very  well  for  many  participants.  So  far,  that  is. 


This  year  Clinton  Oil  of  Wichita, 
Kan.  will  spend  roughly  $100  million 
on  acquiring  oil  and  gas  properties 
and  on  wildcatting  in  the  U.S.  That's 
oearly  as  much  as  Standard  Oil  of 
New  Jersey  plans  to  spend  domestical- 
ly for  the  same  purposes  (though  it 
will,  of  course,  spend  far  more  over- 
seas). Jersey  Standard  last  year  had 
assets  of  $16.8  billion  and  revenues 
of  $15.8  billion,  and  it  earned  $1.3 
billion,  or  $5.94  a  share,  after  taxes. 
Clinton  had  assets  of  $26.9  million 
and  revenues  of  $10  million,  and  it 
earned  only  $1.6  million,  or  IT  cents. 

Jersey  Standard  sells  at  less  than 
14  times  earnings;  Clinton,  at  more 
than  190  times.  The  stock  market 
today  values  this  company  at  over 
$300  million,  30  times  revenues. 

What's  going  on  here? 

The  answer  is:  a  relatively  new  in- 
vestment plan  that  has  caught  fire 
in  the  past  couple  of  years,  the  "oil 
venture  funds."  Clinton  is  probably 
the  largest,  with  Denver's  King  Re- 
sources a  very  close  second;  there  are 
some  80  in  all,  with  new  ones  coming 
out  all  the  time.  Together  they  will 
invest  about  $1  billion  this  year. 

For  their  sponsors,  the  oil  funds 
have  been  a  path  to  wealth.  To  many 
medium-sized  investors  they  have 
seemed  an  intriguing  new  way  to 
make  big  money  with  Uncle  Sam 
sharing  the  risk.  Some  investment 
men,  however,  are  dubious  about  the 
plan,  to  say  the  least. 

Despite  the  name,  the  oil  venture 
funds  bear  very  little  resemblance  to 
mutual  funds.  For  one  thing,  they  are 
not  for  "the  little  guy."  The  smallest 
investment  anyone  can  make  in  Clin- 
ton's fund  is  $10,000.  Moreover,  as 
President  Realto  P.  (Rick)  Clinton  is 
the  first  to  admit,  his  fund  makes  no 
sense — even  in  theory — for  anyone 
who  is  not  at  least  in  the  50%  bracket. 

What  the  investor  gets  for  his 
money — initially — is  something  called 
a  "participation  certificate."  This  en- 
titles him  to  a  share  in  whatever  prof- 
its Clinton  makes  from  the  wells  it 
buys  or  drills  in  that  year's  program. 

When  an  investor  buys  a  $10,000 
participation  in  Clinton,  his  money  is 
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cut  up  three  ways.  The  man  who  sold 
him  the  certificate  gets  6%,  or  $600. 
A  good  part  of  Clinton's  certificates 
are  sold  by  executives  and  directors  of 
Clinton,  who  find  selling  them  a  nice 
way  to  earn  a  living.  Rick  Clinton's 
salary  last  year  was  only  $50,000,  but 
commissions  raised  his  earnings  to 
$204,650.  Director  Larry  Abrams,  a 
lormer  security  analyst,  made  $173,- 
100;  another  director,  Lloyd  W.  Par- 
rish,  a  retired  Navy  captain,  $89,850. 
That's  just  the  first  cut.  Then  Clin- 
ton Oil  takes  a  management  fee  of 
$700.  Then  it  takes  $2,400  more  for 
the  Operating  Fund.  In  other  words, 
of  the  original  $10,000,  the  salesman 
gets  $600  and  Clinton  Oil  $3,100. 


Double  Play.  The  son  of  a 
poor  Oklahoma  farmer  who 
worked  his  way  through 
school  by  doing  odd  jobs, 
Rick  Clinton  is  not  merely  a 
salesman.  He's  also  a  geol- 
ogist, with  a  8.S.  and  an  M.A. 
from  the  University  of  Okla- 
homa, who  worked  for  Pure 
Oil  and  Raymond  Oil  before 
starting  Clinton.  This  natural- 
ly   helps    sell    participations. 


There's  more  to  come.  Under  the 
agreement  the  investor  signs  with 
Clinton,  his  money  is  used  to  pay  75% 
"of  acquisition  and  exploration  ex- 
penditures incurred  by  Clinton  for  the 
program  ....  The  remaining  25%  of  all 
such  expenditures  [is]  paid  by  Clin- 
ton." Yet  Clinton  gets  50%  of  the 
proceeds  from  the  wells.  The  net  re- 
sult of  the  whole  agreement,  as  the 
prospectus  admits,  is  that  "participants 
.  .  .  own  50%  of  the  program's  interests 
in  all  properties  acquired  for  paying 
85%  of  the  costs  while  Clinton  [re- 
ceives] a  50%  interest  for  paying  15% 
of  the  costs  .  .  .  ." 

Given  this  kind  of  setup,  why  have 
investors  bought  $134.8  million  worth 
of  participations  in  Clinton  Oil  since 
1963,  including  $100  million  worth 
for  the  1969  program?  There  are  sev- 
eral reasons.  One  is  Rick  Clinton. 

The  Sawdust  Trail 

Among  oilmen,  Rick  Clinton  is 
known  as  "the  Billy  Graham  of  the  oil 
industry."  He  has  an  evangelical  fervor 
because  he  clearly  believes  in  what 
he's  selling.  He  preaches  not  in  church- 
es or  auditoriums  but  in  hotel  rooms 
(the  Empire  Room  of  the  Waldorf  in 
New  York,  for  example).  His  flock  is 
liberally  sprinkled  with  well-to-do 
women  in  their  50s  and  60s. 

What  he  offers  his  listeners  is,  es- 
sentially, a  chance  to  make  a  killing 
not  in  oil  but  in  the  stock  market. 

Clinton  starts  by  saying  that  any- 
one who  buys  participation  certificates 
is  eligible  for  a  variety  of  income  tax 
deductions,  including  deductions  for 
intangible  drilling  costs  and  the  oil 
depletion  allowance.  A  man  in  the 
50%  bracket,  who  bought  $14,717.29 
worth  of  Clinton  participation  cer- 
tificates in  1963,  the  year  the  com- 
pany started,  may  actually  have  paid 
only  $6,630.04  for  them,  Clinton  says. 
A  man  in  the  70%  bracket,  only 
$4,924.37. 

Having  claimed  the  great  tax  ad- 
vantages in  buying  participation  certi- 
ficates, Clinton  now  gets  down  to 
business  and  discusses  the  stock  mar- 
ket. This  is  the  real  guts  of  his  sales 
talk.  In  1966  Clinton  Oil  exchanged 
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Clinton   stockholders  meeting 

all  the  certificates  then  outstanding, 
$6.6  million  worth,  for  approximately 
9.4  million  shares  of  stock.  This  stock 
has  gone  as  high  as  35J£  over-the- 
counter.  Since  being  split  3-for-l,  it 
sold  around  11  (33  on  the  old  stock), 
an  impressive  performance  consider- 
ing what  has  been  happening  to  over- 
the-counter  stocks. 

Clinton  then  drives  his  point  home: 
A  man  who  bought  $36,183.05  worth 
of  participation  certificates  from  1963 
through  1965  now  has  stock  worth 
about  $600,000.  It  may  soon  be  worth 
even  more. 

Those  who  have  purchased  Clinton 
participation  certificates  since  1965 
eventually  may  get  an  opportunity  to 
convert  them  into  stock,  too. 

Do  Clinton's  prospects  justify  the 
price  its  stock  is  selling  at?  Rick  Clin- 
ton certainly  thinks  so.  He  says — and 
he  obviously  believes  what  he's  say- 
ing— that  "we  will  be  a  billion-dollar 
company  by  1975."  He  and  his  family 
own  over  3  million  shares,  11%  of  the 
total,  and  had  never  sold  a  single 
share  until  last  May.  (He  recently 
sold    15,000  for  himself  and   15,000 


for  his  wife.  Some  of  his  directors 
have  been  selling,  too;  in  the  last  six 
months  David  Watson  sold  132,000, 
Larry  Abrams  61,500  and  Lloyd  Par- 
rish  42,000.) 

What  about  the  properties  that  go 
into  the  participations?  An  estimated' 
80%  of  Clinton's  investments  has  been 
in  producing  wells.  The  company  has 
drilled  relatively  few  exploratory  or 
even  development  wells.  Now,  when 
a  man  buys  a  producing  well,  he's  not 
taking  much  of  a  risk;  he  knows 
there's  oil  in  that  well.  At  the  same 
time,  however,  he's  not  going  to  strike 
it  rich,  because  the  man  who  sells 
him  the  well  knows  it,  too;  he  knows 
approximately  how  much,  and  he 
fixes  the  selling  price  accordingly. 
Moreover,  the  tax  advantages  that  can 
be  gained  by  purchasing  a  producing 
well  are  not  as  great  as  those  from 
wildcatting.  The  Clinton  prospectus 
acknowledges  these  facts,  saying: 

"It  should  be  noted  that  the  in- 
stances in  which  producing  properties 
can  be  purchased  at  a  price  that  will 
yield  more  than  150%  of  the  invest- 
ment (over  the  entire  life  of  the  well) 
plus  operating  costs  and  a  reasonable 
rate  of  interest  after  tax  write-offs, 
which  would  be  necessary  for  in- 
vestors to  effect  a  profit,  are  excep- 
tional; and  that  the  purchase  of  pro- 
ducing properties  does  not  offer  the 
tax  advantages  which  are  present  in 
the  drilling  of  wells.  .  .  ." 

An  examination  of  Clinton's  last  an- 
nual report  confirms  this.  In  1968,  of 
Clinton's  $10-million  revenues,  only 
$3.3  million  came  from  the  sale  of 
crude  oil  and  gas.  The  rest  was  from 
the  various  charges  deducted  from  the 
participants'  money. 

The  report  states  that  Clinton  made 
a  profit  of  $3.4  million  before  taxes 
in  1968  and  $1.6  million  after  taxes, 
but   it   does   not   claim   that   Clinton 
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UNLIMITED  LIABILITY? 
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Once  a  man  purchases  a  Clinton 
participation  certificate,  he  also 
may  find  himself  obliged  to  put 
more  money  into  Clinlon  Oil  or 
else  see  his  original  investment 
diluted.  The  prospectus  is  very 
explicit  on  this  point.  It  says:  "Par- 
ticipants may  be  requested  to  ex- 
pend additional  funds  for  a)  ex- 
ploration of  specific  properties 
acquired  for  the  Program  but  not 
explored  prior  to  termination  of  the 
Venture  Fund  or  b)  equipping, 
developing  and  operating  expenses 
of  specific  properties  after  expen- 
diture of  amounts  originally  com- 
mitted to  the  Operating  Fund  .... 
There    is    no    limitation    on    the 


amounts  which  may  be  requested 
for  the  Venture  Fund  and  the 
Operating  Fund.  After  the  origin- 
al subscripticn  of  $10,000  per  unit 
is  expended,  a  participant  must 
participate  in  all  expenditures  un- 
less he  elects  to  forfeit  all  of  his 
interests  in  undeveloped  properties. 
Under  these  circumstances,  he  may 
require  the  Operator  [Clinton  Oil] 
to  assume  the  obligation  to  con- 
tinue to  produce  and  develop  his 
producing  properties,  for  which  the 
Operator  is  entitled  to  receive  200% 
of  the  amount  expended  on  these 
producing  properties,  without  in- 
terest, before  the  non-participant 
receives  further  income.  .  .  ." 
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made  this  profit  from  oil  and  gas. 
About  $2  million  of  Clinton's  revenues 
came  from  the  management  fees  the 
purchasers  of  the  participation  certifi- 
cates had  paid.  Another  $2.8  million 
came  from  oil  and  gas  lease  operating 
and  drilling  service  charges,  while 
$1.7  million  came  from  administrative 
service  charges.  By  Abrams'  own  ad- 
mission, that  also  was  in  large  part 
money  paid  to  Clinton  by  purchasers 
of  the  certificates. 

Asked  recently  about  the  figures  in 
the  report,  Abrams  said:  "This  report 
is  meaningless.  It  doesn't  show  Clin- 
ton's growth.  It  doesn't  show  Clinton's 
potentialities.  It  doesn't  show  what's 
in  the  ground." 

Hidden  "Earnings" 

Abrams'  point  was  that  Clinton's  re- 
port doesn't  show  "non-cash  earn- 
ings." Clinton,  it  must  be  remembered, 
puts  up  only  15%  for  50%  of  every 
property  it  purchases.  The  difference 
doesn't  show  as  revenue  in  the  books. 
If  Clinton  ever  sells  the  property, 
however,  its  profit,  considering  the 
fact  that  it  will  receive  50%  for  15%, 
could  be  tremendous. 

Abrams  added:  "Have  you  read 
this?" 

He  took  out  a  leaflet.  It  showed  how 
many  hundreds  of  thousands  of  dollars 
worth  of  stock  anyone  who  bought  par- 
ticipation certificates  in  Clinton  from 
1963  through  1965  would  have  today. 
But  the  leaflet  was  referring  to  the 
stock  market,  which  has  capitalized 
Clinton's  earnings  and  assets  at  a  very 
high  rate;  not  about  oil  and  gas, 
which  was  what  the  participations 
were  supposed  to  be  all  about.  Nor 
did  it  give  any  evidence  that  Clinton 
stock  will  continue  to  go  up  in  the  fu- 
ture the  way  it  has  in  the  past;  it 
was  the  rising  stock  market,  not  gas 
and  oil  revenues,  that  took  earlier 
participants  out  at  a  profit.  Nor  did  it 
mention  what  might  happen  to  Clin- 
ton stock  if  sales  of  participations 
stopped,  and  with  it  the  generous  ad- 
ministration and  operating  revenues 
those  sales  generate. 

Seemingly  such  hard  facts  don't 
much  concern  today's  investors.  As  of 
June,  Clinton  claimed  it  had  closed  its 
books  for  1969,  having  raised  the  full 
$100  million  it  had  scheduled  for  the 
year.  And  for  those  investors  who  were 
too  late  to  get  in  on  the  participations, 
Clinton  offered  at  its  annual  meet- 
ing in  the  Waldorf-Astoria  another 
plan:  $75  million  worth  of  4&%  de- 
bentures convertible  into  Clinton  stock 
at  10%  above  Clinton's  market  price 
at  the  time  the  debentures  are  issued. 
Although  they  hadn't  received  a  go- 
ahead  from  the  SEC  at  that  time,  ac- 
cording to  Clinton  there  already  was 
a  clamor  for  them.  ■ 
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A  Classic  Defense 

At  a  glance,  Allis-Chalmers  looks  outgunned  in  its 
fight  to  ward  off  White  Consolidated.  But  look  again: 
the  Rockefellers  and  Fiat  make  pretty  potent  allies. 


"My  center  is  giving  way,  my  right 
is  pushed  back — excellent  I'll  at- 
tack. That,  in  so  many  words,  is  what 
Ferdinand  Foch  is  supposed  to  have 
said  at  the  Second  Battle  of  the  Mame 
in  1918.  That,  in  effect,  is  what 
David  C.  Scott,  president  and,  since 
Jan.  1,  chief  executive  officer  of  Mil- 
waukee's Allis-Chalmers  Manufactur- 
ing Co.,  is  doing.  His  audacious  offen- 
sive-defense may  just  work. 

Like  Marshal  Foch,  Scott  is  hard- 
pressed  on  all  flanks.  He  is  com- 
peting against  bigger  and  richer  com- 
panies, struggling  to  put  new  spark 
in  a  tradition-bound  company,  and 
fighting  off  a  determined  would-be 
acquirer:  Cleveland's  White  Consoli- 
dated Industries,  a  belligerent  con- 
glomerate, now  owns  26%  of  Allis' 
stock  and  has  been  harrassing  Scott 
all  along  his  line.  But  late  last  month 
Scott  won  an  important  battle  when 
a  federal  court  permitted  Allis  to  hold 
its  annual  meeting — adjourned  eight 
times  since  May — and  forbade  White 
Consolidated  to  vote  its  shares. 

On  the  fiscal  plane,  Allis-Chalmers 
has  had  plenty  of  problems,  too.  In 
1968  its  sales  declined  For  the  second 
year  in  a  row  (down  from  $857  mil- 
lion in  1966  to  $767  million  in  1968), 
and  so  far  this  year  they  are  only 
slightly  ahead  of  1968.  Last  year's 
huge  (S121-million-pretax)  loss  was 
largely  due  to  big  write-offs,  but  even 
without  the  write-offs,  Allis-Chalmers 
was  in  the  red. 

Hut  listen  to  David  Scott:  "If  I 
have  my  way,  in  the  next  ten  years  I 
will  make  Allis-Chalmers  a  combina- 
tion Caterpillar  Tractor  and  General 
Electric.  These  are  the  two  compa- 
nies we  see  as  our  major  competition 
ahead."  Quite  an  order  for  a  company 
fighting  for  its  survival. 

Lest  the  reader  think  that  David 
Scott  is  a  boastful  man,  we  hasten 
to  add  that  he  is  not  proclaiming  such 
slogans  to  the  rooftops.  Quite  the  con- 
trary. He  believes  that  actions  speak 
louder  than  words.  It  was  only  after 
Forbes  had  gathered  enough  infor- 
mation from  the  outside  to  do  the 
story  without  his  cooperation  that 
Scott,  reluctantly,  agreed  to  talk 
about  his  plans  and  his  goals.  But  if 
he  is  not  boastful,  Scott  is  certainly 
audacious. 

Allis-Chalmers,  once  known  as  the 
Krupp  of  America,  has  had  122  years 
in  which  to  develop  into  a  great  com- 
pany. Instead,  it  became  a  middling- 
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Stalking  Cat.  "Caterpillar 
personified"  is  how  President 
Dave  Scott  describes  Allis- 
Chalmers'  construction  equip- 
ment division.  "Caterpillar 
miniaturized"  is  more  accu- 
rate. Allis  has  a  broad  line, 
but  its  sales  in  this  market  are 
only  about  $225  million  vs. 
$1.7  billion  for  Cat.  World- 
wide sales  of  construction 
equipment,  industrial  tractors, 
'materials  handling  equipment 
and  diesel  engines  already 
total  $7.5  billion.  Scott  per- 
sonally ran  the  construction 
equipment  division  for  four 
months  last  year.  Since  then, 
Allis  has  announced  the 
world's  largest  crawler  trac- 
tor and  has  opened  three 
huge  parts   depots  overseas. 


sized  one  spread  thinly  over  many 
product  lines:  farm  machinery,  con- 
struction equipment,  forklift  trucks, 
engines,  processing  equipment  (kilns, 
mills,  crushers),  electrical  machinery 
( transformers,  generators,  turbines) 
and  general  industrial  equipment 
(motors,  pumps,  switch  gear).  It's  an 
impressive  span  of  products,  but  Allis' 
problem  is  that  it  competes  mostly 
against  specialists  and  generalists  that 
have  far  larger  market  shares:  Cat, 
Clark,  Deere,  Cummins,  General 
Motors,  Allen-Bradley,  Square  D, 
General  Electric,  Westinghouse. 

A  former  GE  engineer  who  later 
helped  turn  around  Colt  Industries, 
Scott  joined  Allis-Chalmers  last  Sep- 
tember as  president  and  chief  operat- 
ing officer.  He  told  Forbes  at  the 
time  (Sept.  15)  that  he  expected  a 
chance  at  the  top  spot  within  a  few 
years.  But  events  moved  a  lot  faster. 
Scott,  53,  was  named  chief  executive 
at  year's  end  and  became  chairman 
as  well  in  March,  replacing  Robert 
S.  Stevenson,  a  sincere  and  dedicated 
35-year  company  veteran  who  retired 
at  age  62. 

Scott's  first  move  was  to  strike  hard 
at  complacency  and  inefficiency.  He 
cut  the  corporate  staff  from  1,510  to 
138 — "still  38  too  many" — and  has 
reduced  total  employment  by  3,400. 
He  set  up  30  profit  centers — "before, 
no  one  felt  responsible  for  making 
money."  And  he  consolidated  farm 
and  construction  machinery  produc- 
tion in  six  plants  instead  of  12. 

All  this  has  had  a  quick  effect.  For 
the  first  six  months,  Allis  reported 
earnings  of  $1.01  a  share  vs.  45  cents 
last  year.  Moreover,  Scott  was  playing 
it  conservatively:  The  reported  earn- 
ings are  based  on  full  dilution 
(16.8%)  caused  by  preferred  stock 
and  include  provision  for  federal  in- 
come tax,  even  though  none  is  pay- 
able because  of  tax  credits  carried 
forward  from   1968's  huge  loss. 

"Of  last  year's  pretax  loss  of  $121 
million,"  says  Scott,  "only  $7  million 
was  strictly  operational.  The  remain- 
ing $114  million  was  in  write-offs: 
$46  million  actual  and  $68  million 
as  reserves  against  future  write-offs." 
Scott  says  these  huge  write-offs  forced 


him  to  seek  more  capital,  which  led 
to  the  sale  of  $45  million  in  preferred 
stock  to  some  Rockefeller  interests 
and  Fiat,  the  giant  Italian  automaker. 
Certainly,  the  appearance  of  Fiat  on 
the  scene  is  one  of  the  most  intriguing 
aspects  of  the  whole  Scott  counter- 
offensive.  Like  any  good  general, 
Scott  refuses  to  reveal  his  strategy. 
But  talks  with  competitors  and  some 
informed  guessing  can  uncover  its 
probable  highlights.  The  basic  idea 
would  be  to  put  together  the  two 
firms'  lines  of  construction  machinery 
to  produce  a  superior  single  line.  Fiat, 
with  its  vast,  highly  efficient  assembly 
lines,  would  mass  produce  small  and 
medium  crawler  tractors  and  rubber- 
tired  equipment  for  European  and 
African  markets  and,  perhaps,  ulti- 
mately for  export  to  the  U.S.  Allis- 
Chalmers     would    supply    the    large 


crawler  tractors.  The  small  tractors 
would  be  built  to  Fiat  designs,  while 
the  larger  ones  and  all  rubber-tired 
vehicles  would  be  built  to  Allis'  speci- 
fications, for  in  these  areas  U.S.  tech- 
nology is  still  far  ahead  of  European. 
The  combined  line  would  be  sold  by 
Allis'  strong  dealer  network  in 
Western  Europe,  Africa  and  the  Near 
East,  where  Allis  is  established  in 
tractors  and,  surprisingly,  Fiat  is  not. 
Further  down  the  line,  Allis-Chalmers 
could  benefit  from  Fiat's  first-rate  re- 
search and  development  capabilities. 

Gef  It  Over  With 

The  write-offs  were  a  big  part  of 
Scott's  strategy.  He  talked  to  the 
chief  executives  of  the  nation's  12 
leading  banks,  whose  support  he 
needs  in  Allis'  extensive  credit  opera- 
tions.  They  advised  him  to   take   all 


of  the  loss  at  once  and  get  it  over 
with.  The  next  step  was  finding 
allies  against  White  and  raising 
money  to  replenish  Allis'  deficit-de- 
pleted working  capital.  "The  indica- 
tions were  that  we  would  be  $50  mil- 
lion short,"  says  Scott.  "But  how  do 
you  raise  $50  million  in  56  hours? 
The  time  was  too  limited  to  make  a 
public  offering  or  sell  assets." 

Scott,»true  to  form,  charged  right 
in.  "So  I  talked  to  Giovanni  Agnelli 
of  Fiat  on  the  phone,"  says  Scott, 
"and-  the  next  day  I  talked  to  a  team 
representing  the  Rockefeller  inter- 
ests." Obviously,  Scott  talked  to  the 
right  people  and  said  the  right  thing. 
On  Mar.  3,  he  announced  the  sale  to 
the  Rockefeller-Fiat  group  of  450,000 
shares  of  convertible  preferred  at  $100 
each,  $45  million  worth.  Each  share 
yields  4%  interest,  but  can  be  swapped 


Calculated  Generosity 

Johnson  &  Johnson  doesn't  apologize  to  anybody  for  paying  some  of  the 
fattest  salaries  in  U.S.  industry.  In  fact,  it's  rather  proud  of  the  fact. 


There  has  never  been  any  argument 
about  Johnson  &  Johnson's  success. 
For  years  it  has  been  the  company 
when  it  came  to  selling  adhesive  band- 
ages, gauze  and  baby  powder.  About 
the  only  thing  bad  that  could  be 
said  about  the  dandy  New  Brunswick, 
N.J.  outfit  was  that  it  wasn't  as  profit- 
able as  many  other  companies  in  the 
health  business. 

And  now  even  that  is  changing — 
and  changing  quite  remarkably.  J&J's 
profit  margin,  for  example,  has 
jumped  from  5.6%  of  sales  in  1963  to 
last  year's  8.4%.  In  the  same  five  years 
its  return  on  stockholders'  equitv  has 
leaped  from  10.8%  to  16.6%. 

There  are  many  reasons  why:  In 
the  last  ten  years  the  company  has 
successfully  moved  into  the  highly 
profitable  drug  business;  the  boom- 
ing market  for  hospital  supplies  has 
helped  sales  of  old  J&J  products  like 
adhesive  tape  and  sutures,  and  opened 
markets  for  new  ones  like  disposable 
syringes  and  hypodermic  needles; 
earnings  of  J&J  foreign  subsidiaries 
have  nearly  quadrupled  in  five  years 
as  foreign  sales  more  than  doubled. 
The  results  have  been  rewarded  by 
the  stock  market.  In  the  past  five 
years  Johnson  &  Johnson  stock  has 
climbed  from  25  to  as  high  as  125, 
recently  sold  at  117. 

All  this  has  made  stockholders  very 
happy,  especially  John  S.  Johnson, 
vice  president  of  J&J,  chairman  of  the 
finance  committee  and  son  of  the 
founder,  who  controls  10%  of  the  18.2 
million  shares.  His  shares  were  worth, 


at  recent  prices,  over  $200  million.  But 
stockholders  are  no  more  content  than 
top  management,  for  Johnson  &  John- 
son is  one  of  the  highest-paying  com- 
panies in  the  U.S.  today.  "We  put 
emphasis  on  management,"  says  J&J 
Chairman  Philip  B.  Hofmann.  "And 
we  emphasize  paying  them  well." 
That  is  an  understatement. 

For  instance,  its  25  officers  and 
directors  were  paid  a  total  of  $4.6 
million  in  salary,  stock  and  deferred 
compensation  in  1968,  nearly  $200,- 
000  on  average.  This  was  more  than 
the  total  that  American  Telephone  & 
Telegraph  or  Standard  Oil  of  New 
Jersey  or  Texaco  paid  its  top  men, 
even  though  these  giants  dwarf  J&J 
( 1968  worldwide  sales:  $801  million)". 
AT&T  and  Jersey  Standard  are  18 
times  that  size,  Texaco  seven  times. 
Hofmann  and  J&J  President  Gustav 
O.  Lienhard  last  year  together  earned 
8990,000 — more  than  the  top  two 
executives  at  any  of  these  companies, 
or  at  IBM  or  General  Electric.  Not 
since  the  freewheeling  days  of  the 
Twenties  have  such  huge  top  salaries 
been  common  in  U.S.  industry. 

"We're    Worth    It" 

One  of  the  reasons  may  be  that 
J&J's  directors  are  all  company  officers 
who  approve  each  other's  salaries 
without  restraint  from  outside  di- 
rectors. But  Hofmann,  who  has  been 
running  J&J  since  1963,  is  not  the  least 
embarrassed  by  his  high  pay.  "I'd  be 
very  happy  to  defend  it — if  it  needs 
a  defense.  The  first  thing  is  the  record 


of  the  company.  I've  obviously  had 
something  to  do  with  it.  And  Mr. 
Lienhard,  too.  Second,  the  earnings 
of  your  men  down  the  line  are  of 
necessity  controlled  by  the  top  earn- 
ings." With  Hofmann  and  Lienhard 
taking  in  nearly  $1  million  a  year 
between  them,  J&J  can  pay  members 
of  its  executive  committee  like  Rich- 
ard B.  Sellers  (who  got  $346,530  last 
year)  and  F.  B.  Whitlock  ($252,834) 
more  than  chief  executive  officers 
make  at  most  other  companies.  The 
largess  filters  down  through  the  rest 
of  the  management  roster,  too.  No 
fewer  than  16  J&J  executives  were 
paid  $100,000  or  more  each  in  1968. 

Nobody,  of  course,  can  make  a 
vast  fortune  on  salary  alone  in  these 
days  of  high  income-tax  rates,  but  J&J 
has  helped  make  millionaires  out  of 
its  executives  with  stock  options.  For 
example,  in  1968  top  management  ex- 
ercised options  for  11,975  shares,  at 
a  total  cost  of  $337,642.  The  total 
market  value  of  the  stock  was  three 
times  that— $1,079,086.  J&J  officers 
and  directors  still  have  options  on 
96,425  shares  at  an  average  price  of 
$28.88.  On  the  stock  market,  J&J's 
shares  recently  were  worth  $117. 
Eight  J&J  directors  now  have  more 
than  $1  million  each  in  J&J  stock. 

"We  are  very  proud  of  the  fact," 
Hofmann  told  Forbes,  "that  we  not 
only  have  the  two  high-priced  gentle- 
men that  you're  talking  to  now,  but 
also  the  highest-priced  management 
team  in  our  field.  A  competitor  of 
ours  said  at  a  meeting  we  both  at- 
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for  four  common  shares.  In  effect, 
the  Rockefeller-Fiat  group  got  a  call 
on  a  huge  block  of  stock  at  around 
S25  a  share,  a  bit  below  the  market 
price  at  the  time. 

Getting  Ready  for    1972 

One  big  problem  Scott  faces  is  that, 
as  Allis'  products  become  more  so- 
phisticated, R&D  costs  more  and  takes 
longer.  'This  year,"  says  Scott,  "we  are 
doubling  our  R&D  to  S40  million,  but 
that's  still  not  fast  enough.  My  cur- 
rent product  line  is  reasonably  com- 
petitive, so  I  can  slug  it  out  in  1970 
and  1971.  Rut  for  1972,  I  need  two 
years  of  R&D  and  a  plant  that  can 
produce  more  at  a  lower  unit  cost. 
Right  now.  we  can  still  produce  in 
the  U.S.  and  export  at  a  profit,  but 
we  will  reach  a  crossover  point  in 
1972."  Fiat  obviously  would  help  in 


two  ways:  with  new  product  de- 
velopment; and  with  European  manu- 
facturing capacity  against  the  day 
when  Allis  is  priced  out  of  foreign 
markets  even  in  heavy  equipment. 

Rut  Fiat  is  not  Allis'  only  potential 
ally.  Just  last  month  Allis-Chalmers 
received  the  first  shipment  of  small 
40-horsepower  farm  tractors  built 
under  contract  by  Renault  of  France. 
And  Allis  has  exclusive  U.S.  market- 
ing rights  to  the  line  of  heavy-duty 
forklift  trucks  made  by  Lancer  Ross 
of  England. 

So  Allis-Chalmers'  fight  for  survival 
rages  on  many  fronts:  the  proxy  fight 
with  White  Consolidated  that  is  still 
in  the  courts;  a  Justice  Department 
antitrust  suit  regarding  Allis'  acquisi- 
tion of  Simplicity  Tractor;  the  delicate 
and  tiring  overseas  negotiations;  the 
plain  burden  of  reviving  a  moribund 


company.  Through  it  all,  Scott  keeps 
cool,  a  tough-minded  and  purpose- 
ful chief  executive  who  knows  what 
must  be  done  and  does  it  in  a  low- 
keyed  but  effective  manner.  His  sights 
are  set  high:  He's  aiming  to  make 
Allis  Chalmers'  sales  grow  to  $1.5  bil- 
lion by  1974  with  earnings  of  $7  to  $8 
a  share — a  6%  profit  margin  and  a 
15%  to  20%  return  on  equity.  This  is 
the  kind  of  performance  rarely,  if 
ever,  seen  at  Allis-Chalmers;  it's  the 
kind  that  Caterpillar  and  General 
Electric  achieve.  Whether  Scott 
reaches  this  goal  or  not,  there's  no 
question  but  that  he  means  to  give  it 
one  heck  of  a  try.  At  a  time  when  the 
average  corporate  boss  would  feel  he 
had  his  hands  full  just  holding  his 
own,  Dave  Scott  is  busily  defending 
himself  the  aggressive  way:  by  attack- 
ing on  all  fronts.  ■ 


tended  recently:  'Phil  thinks  big.  He 
pays  his  executives  so  damn  much 
that  I  can't  steal  any  of  them.'  We 
try  to  operate  with  a  great  big  carrot 
out  front  and  a  prod  behind." 

One  of  the  prods  is  an  annual  re- 
view of  each  of  J&J's  66  operating 
companies.  "We  start  out  with  the 
president,"  says  Hofmann.  "Our  first 
question  is:  If  you  get  killed  tonight, 


who  takes  your  job  in  the  morning? 
We  expect  him  to  have  at  least  one 
candidate  and  preferably  two." 

Johnson  &  Johnson's  paid-and-prod- 
ded  men  have  helped  the  company 
move  very  well  indeed  in  recent  years. 
J&J  aggressively  moved  into  the  drug 
business  in  the  late  Fifties.  Under 
license  from  Syntex  Corp.,  its  Ortho 
Pharmaceutical  subsidiary  brought  out 


Wary.  Johnson  &  Johnson  makes  handsome  profits  on  hundreds  of  products, 
including  those  for  blood  diagnosis  (below).  But  Phil  Hofmann  cautions: 
"You  make  too  much  profit  and  you're  vulnerable  to  critical  inquiry, 
particularly    when    you're    in    the    health    field.    You    keep   that   in    mind." 


an  oral  contraceptive.  In  1959  J&J 
bought  McNeil  Laboratories,  a  maker 
of  sedatives,  muscle  relaxants  and 
analgesics.  Two  years  later  it  bought 
into  Relgian  and  Swiss  drug  firms. 

Rest  of  all,  J&J  has  been  producing 
a  steady  flow  of  new  drug  products — 
RhoGAM,  which  prevents  Rh  disease 
in  newborn  babies;  Innovar,  an  anes- 
thetic that  allows  the  patient  to  re- 
main conscious;  Haldol,  a  sedative  for 
the  mentally  ill.  These  are  coming 
significantly  at  a  time  when  the  drug 
industry  on  the  whole  has  had  trouble 
coming  up  with  discoveries. 

Trash-Can  Profits 

At  the  same  time  new  drugs  are 
helping  increase  its  margins,  J&J's 
hospital  supply  division  is  cashing  in 
on  the  trend  to  disposable  items,  ex- 
tending to  surgical  gowns,  hand 
towels  and  bed  linens. 

All  this  recent  growth  couldn't  help 
but  improve  J&J's  standing  in  the 
health  industry.  Forbes'  latest  Annual 
Report  on  American  Industry  (Jan.  1) 
clearly  bracketed  J&J  in  the  good 
company  of  Eli  Lilly,  Merck  &  Co.  and 
American  Hospital  Supply  as  the  Top 
Four  in  industry  earnings'  growth.  J&J 
was  still  behind  the  industry  median 
in  profitability,  but  another  five  years 
like  the  last  five  would  remedy  that. 

"I'd  like  to  see  us  keep  up  roughly 
the  present  trend.  Rut  not  increase  it 
too  much,"  says  Chairman  Hofmann. 
"If  you  get  a  company's  volume  ahead 
of  its  ability  to  manage  itself,  it's  in 
real  trouble." 

He  keeps  coming  back  to  manage- 
ment. That's  an  old  J&J  tradition.  Gen- 
eral Robert  W.  Johnson,  the  patriarch 
who  ran  J&J  for  57  years,  constantly 
told  his  executives:  "Management  is 
cause.  All  else  is  effect."  ■ 
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The  Smart  Money;  the  Sure  Thing 

Even  the  shrewdest  businessmen  can  make  mistakes.  Some 
of  them  just  made  a  $15-million  mistake  in  pro  soccer. 


Imagine  Joe  Namath  playing  an  en- 
tire game  without  completing  a  single 
pass.  Or  Oscar  Robertson  missing  ten 
foul  shots  in  a  row.  Or  Willie  Mays 
getting  picked  off  first  base  like  a  very 
little  Little  Leaguer. 

It  couldn't  happen,  you  say. 

In  sports,  anything  can  happen.  Ask 
Dan  Lufkin  of  Donaldson,  Lufkin  & 
Jenrette;  Judge  Hofheinz,  owner-pro- 
moter of  the  Houston  Astrodome;  De- 
troit auto  executive  William  Clay 
Ford,  brother  of  Henry  Ford  II;  or 
Lamar  Hunt,  the  son  of  Texas  multi- 
millionaire H.  L.  Hunt. 

Ah,  you  say,  but  these  men  are 
businessmen  and  financiers;  they  may 
know  business,  but  they  don't  know- 
sports.  Then  ask  Jerold  Hoffberger  of 
the  Baltimore  Orioles;  Charles  Bid- 
well  Jr.  of  the  St.  Louis  Cardinals;  or 
Gabe  Paul  of  the  Cleveland  Indians. 
These  experienced  sports  figures  made 
the  very  same  mistake.  They  invested 
money  in  professional  soccer.  To- 
gether with  about  three  dozen  equally- 
knowledgeable  investors,  they  have 
managed  to  lose  about  $15  million  in 
the  past  two  years.  They  started  off 
with  17  teams.  Five  are  left  and  all 
expect  to  lose  money  this  year.  "I  just 
hope  we  are  operating  next  year,"  says 
Lamar  Hunt. 

What  impressed  the  smart-money 
men  was  the  fantastic  growth  of  pro- 
fessional sports  in  the  past  ten  years. 
Major  league  football  attendance  has 
rocketed  from  4.1  million  in  1958  to 


Empty  seats  were  the  rule  at  U.S. 
pro  soccer  games,  but  fans  packed 
the  stadium  (right)  when  Brazil's 
star  player,  Pele,  made  a  U.S.  tour. 


14.2  million  last  year.  Basketball  has 
risen  from  2.7  million  to  5.7  million. 
Huge  TV  contracts  added  to  profits. 

The  investors  saw  the  same  poten- 
tial in  pro  soccer.  Professional  soccer 
is  far  and  away  the  most  popular 
sport  almost  everywhere  in  the  world. 
In  England,  soccer  games  have  drawn 
over  135,000  people;  in  Brazil,  200,- 
000.  The  highest-paid  athlete  in  the 
world  is  a  Brazilian  soccer  player, 
Pele,  who  earns  about  $500,000  a 
year.  When  an  Italian  team  offered 
him  $2  million  to  join  them,  Brazil 
declared  him  a  national  asset  and  for- 
bade him  to  leave  the  country  without 
official  permission. 

Surely,  reasoned  the  smart  money, 
it  would  be  a  lead-pipe  cinch  to 
make  soccer  as  popular  in  the  U.S. 

Quite  aside  from  that,  in  profes- 
sional sports,  the  numbers  are  right. 
The  earnings  after  taxes  are  not  spec- 
tacular—$300,000  or  $400,000  a  year 
is  typical  for  a  major  league  football 
or  baseball  team.  On  the  other  hand, 
even  the  slightest  rise  in  earnings  can 
cause  a  tremendous  rise  in  the  value 
of  the  franchise,  for  they  sell  at  40 
times  earnings  or  more.  The  New 
York  Jets  franchise,  valueless  six  years 
ago,  is  now  worth  perhaps  $20  million. 

Most  of  the  men  who  put  money 
into  pro  soccer  expected  small  losses 
for  the  first  few  years.  Pro  football 
and  pro  hockey  lost  money  initially. 
This  prospect  didn't  bother  the  in- 
vestors  because   thev   all  have   such 
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high  incomes  that  a  small  loss  would 
become  minuscule  after  tax  reductions. 

But  the  losses  weren't  small.  In 
the  first  two  years,  they  ranged  from 
$300,000  to  $900,000  a  year.  Even 
worse,  soccer  didn't  catch  on.  Atten- 
dance dwindled  to  such  a  point  that 
at  the  end  of  the  1968  season,  CBS 
refused  to  sign  another  TV  contract. 
"We  expected  to  lose  the  first  few 
years,"  says  CBS  sports  vice  president 
Bill  MacPhail,  "but  when  the  second 
year  was  worse  than  the  first,  we 
couldn't  continue." 

Twelve  teams  decided  to  chicken 
out.  Says  Jack  Kent  Cooke,  who  has 
successfully  invested  $31  million  in 
other  professional  teams — the  Los 
Angeles  Lakers  (basketball),  the  Los 
Angeles  Kings  (hockey)  and  the  Wash- 
ington Redskins  (football):  "I  was 
enthusiastic  about  the  chances  for 
soccer,  but  in  two  years  I  lost  close  to 
$1  million.  I  threw  in  the  towel.  That's 
out  of  character  for  me,  but  I  could 
see  no  future." 

The  five  surviving  teams — Balti- 
more, Atlanta,  Kansas  City,  St.  Louis 
and  Dallas — drastically  cut  expenses, 
moving  into  smaller  stadiums,  shaving 
salaries,  slashing  expenditures  for  ad- 
vertising. Like  the  old  Brooklyn  Dodg- 
ers, they're  crying,  "Wait  'til  next 
year."  Says  Phil  Woosnam,  the  execu- 
tive director  of  the  North  American 
Soccer  League:  "Soccer  has  the  po- 
tential of  American  football." 

What  Went  Wrong? 

One  of  the  greatest  pleasures  in 
sports  is  the  postmortem;  the  great- 
est league  of  all  is  the  Hot  Stove 
League.  How  could  so  many  smart 
businessmen  have  been  so  wrong? 

Among  the  reasons  offered: 

•  Soccer  is  a  rough  game,  but 
it  doesn't  have  the  concentrated  vio- 
lence of  football  or  hockey.  American 
sports  fans  like  blood. 

•  Small  crowds  in  huge  stadiums 
give  games  a  funereal  atmosphere. 

•  The  players  are  foreign.  Many 
do  not  speak  English. 

•  The  action  is  spread  over  a  wide 
area,  and  doesn't  televise  well. 

•  The  action  is  continuous,  so  the 
spectators  don't  have  an  opportunity 
to  second-guess  the  coach  and  the 
players  every  minute  or  two. 

•  "U.S.  soccer  needs  a  star,  a  Joe 
Namath,  a  Wilt  Chamberlain,  a  star 
like  Pele.  says  Gene  Scott,  a  31-year- 
old  lawyer  associated  with  Lufkin's 
group  of  investors.  "It's  the  stars  who 
draw   the  crowds." 

Whatever  the  reasons,  the  fact 
remains  that  rarely  have  so  many 
mutimillionaires  been  so  wrong  at  the 
same  time.  And  they're  not  the  sort 
of  men  who  like  to  lose.  No  successful 
businessman  does.  ■ 
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Carte  Blanche  invents 
credit  for  the  young 
man  on  the  way  up. 


You  know  who  you  are.  You've  been 
on  the  job  for  about  a  year,  and  you're 
well  on  your  way  to  making  a  success 
of  your  career.  (Chances  are,  you  have 
a  pretty  impressive  track  record,  and 
while  your  boss  probably  won't  admit 
it,  he  thinks  the  world  of  you.) 

There's  only  one  thing.  You  may  not 
have  had  a  chance  to  establish  much 
credit,  so  consequently  it's  hard  to  get. 

That's  where  our  invention  comes 
in.  We  call  it  The  Young  Business- 
man's Plan.  And  if  you  qualify,  you'll 
enjoy  all  the  privileges  of  Carte 


Blanche  Membership.  Credit  at  virtu- 
ally every  domestic  and  international 
airline  that  goes  anywhere  worth 
going.  Dining  at  some  of  the  world's 
great  restaurants.  An  international  list 
of  hotels,  motels,  and  inns.  Rent-a- 
cars.  Service  stations.  Specialty  shops. 
In  fact,  the  only  significant  differ- 
ence between  your  Carte  Blanche 
Account  and  a  regular  one  is  that  your 
credit  ceiling  will  be  based  on  your 
income  and  the  prompt  payment  of 
your  Carte  Blanche  bill.  (We  have 
faith  in  you,  and  as  your  income 


increases,  so  will  your  credit  ceiling.) 
There's  an  old  saying  about  never 
forgetting  your  first  love.  We  think  it 
applies  to  credit  cards  as  well.  We 
think  if  we're  the  first  travel  and  enter- 
tainment credit  card  in  your  wallet, 
you'll  never  forget  us. 

So  why  not  send  us  one  of  our 
blue  and  white  applications  today. 
Or  write  us  at  3460  Wilshire  Blvd., 
Los  Angeles,  California  90054. 

See  what  it's  like  to  say  "Carte 
Blanche!"  (karf  blonsh')  instead  of 
"Charge  it." 


AFFILIATE   OP  AVCO  CORPORATION 
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The  day  is  coming  when  many  parts  of  the  world 
jst  won't  have  enough  natural  ground  water  to  go 
round.  That's  why  the  Federal  government,  as  well  as 
lany  private  industries,  are  searching  today  for  ways 
9  supplement  our  fresh  water  supplies  by  distilling 
rater  from  the  sea.  And  they're  calling  on  Anaconda 
>r  help. 

We  supplied  the  more  than  208  miles  of  copper  allny 
ube  for  a  new  desalting  plant  at  San  Diego,  Callferr*;$,; 
Ills  is  a  full-scale  test  module,  which  is  pv=  -ding 
ata  for  the  development  of  future  plants. 

In  Mexico  our  affiliate,  Nacional  de  Cobre,  is  sup- 
plying about  940  miles  of  tube  for  a  plant  now  being 
[luilt  near  Tijuana.  With  an  eventual  output  of  V/% 
nillion  gallons  of  distilled  water  a  day,  this  will  be  the 
argest  desalting  plant  in  the  world. 

But  we'll  need  still  bigger  ones.  And  Anaconda  H 


Investigating  new  ways  to  make  them  more  practical — 
and  more  economical  to  operate.  We're  designing  new 
alloys  for  improved  resistance  to  corrosion  from  steam- 
ing salt  water.  We're  working  on  new,  more  efficient 
ways  of  transferring  heat  in  desalting  systems,  and 
ways  to  prolong  the  life  of  the  metals  involved. 

What  it  all  boils  down  to  is  an  urgent  Job  for 
Anaconda  scientists  now  and  a  big  new  need  for 
Anaconda  metals  in  the  years  ahead. 

And  enough  fresh  water  to  go  around  as  popula- 
tions grow. 

The  Anaconda  Company,  25  Broadway,  New  York, 
New  York  10004.  <*i<k 

Anaconda:  one  of  the  great  natural 
resources  of  the  Americas. 


onnell  Douglas'  Billion-Dollar  Gamble 


That's  how  much  the  company 
is  putting  into  the  DC-10  in  a 
deadly  battle  to  stay  in  the 
commercial  aviation  business. 
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McDonnell  took  over  Douglas  after  _. 

Douglas  nearly  went  broKe  on  its  DC-8  (bottom) 

and  its  DC-9  (top).  If  MD  is  now  willing  to  bet  a  fortune 

the  DC-10  fcenfer/will  succeed  where  they  failed,  it's  because 

there's  a  fortune  to  win.  The  airbus  may  well  be  the  commercial 

plane  of  the  future.  It  can  seat  more  than  250  passengers 

and  its  fat  fuselage  offers  comfort  (right)  that 

the  slimmer  jets  cannot  match. 


The  top  men  of  McDonnell  Douglas 
have  a  tentative  date  for  a  summer 
evening  in  1975.  or  possibly  1976. 
James  S.  McDonnell  Jr..  who  then  will 
be  76  or  so.  David  S.  Lewis  and  the 
other  brass  of  McDonnell  Douglas 
Corp.  will  retire  to  the  rose  garden 
beside  Chairman  McDonnell's  se- 
cluded, white  brick,  farmhouse-sty'e 
home  near  St.  Louis.  There  they  will 
have  a  quiet  celebration,  slapping 
mosquitos  and  sipping  some  of  "Old 
Mac's  Famous  Old  Fashioneds." 
By  then,  but  not  before  then,  they 
will  be  able,  they  hope,  to  declare 
their  1967  acquisition  of  failing  Doug- 
las Aircraft  a  success. 

They  are  not  yet  ready  to  do  so. 
True.  Douglas,  which  was  teetering 
on  the  edge  of  bankruptcy  over  pro- 
duction problems  on  its  commercial 
jets,  has  been  saved.  Only  in  its  first 
year  under  McDonnell  control  did 
Douglas  lose  money,  dragging  the 
combined  McDonnell  Douglas  Corp.'s 
pamings  from  SIS  million  in  1966  to 
just  SS93.000  (on  revenues  of  $2.9 
billion).  But  last  year,  under  Presi- 
dent Dave  Lewis'  on-the-scene  super- 
\ision  at  Douglas'  Santa  Monica  and 
1  ong  Beach.  Calif,  facilities,  Douglas 
came  back  into  the  black.  It  licked  the 
production  problems   which  were  re- 


"O/d  Mac"  affects  a  corn-ball 
Arkansas  manner,  but  can 
switch  his  conversation  from 
William  James  to  balance 
sheets   and  back  to   Einstein. 


suiting  in  the  expenditure  of  320,000 
man-hours  to  build  "stretched"  DC-8s 
which  had  been  budgeted  at  100,000 
hours.  In  1968  the  merged  companies 
netted  $94  million  on  revenues  of 
$3.6  billion,  for  a  very  respectable  2.6 
cents  on  the  sales  dollar,  a  showing 
that  is  better  than  average  for  the 
aerospace  industry. 

Yet  the  McDonnell  men  are  not 
ready  to  lift  the  old  fashioneds  in  a 
victory  toast.  Instead,  one  hears  a  lot 
of  verbal  finger-crossing  these  days 
from  70-year-old  McDonnell  (or  Old 
Mac,  as  he  likes  to  call  himself)  and 
his  52-year-old  protege,  Lewis.  They 
don't  yet  think  they  have  the  world 
on  a  string. 

What  they  have  clone  so  far  is  to 
establish  the  profitability  of  existing 
programs.  What  they  must  do  now  is 
prove  that  they  have  the  knowhow 
and  the  stamina  to  stay  the  course 
in  commercial  aviation,  a  business 
that  in  the  past  20  years  has  brought 
such  veterans  as  General  Dynamics, 
Lockheed,  Douglas  and  even  Boeing 
close  to  disaster.  McDonnell  and  Lewis 
are  keenly  aware  that  certainty  is 
still  about  a  billion  dollars  and  five 
years  away. 

The  immediate  object  of  their  con- 
cern    is     the     wide-bodied     DC-10, 
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Douglas'  entry  against  Lockheed's 
L-1011  in  the  current  contest  for  air- 
bus orders.  For  both  companies,  the 
break-even  point  probably  runs  in 
excess  of  250  planes,  and  possibly 
more  than  300.  In  money,  that  comes 
to  $3.8  billion  to  $4.5  billion  in  orders. 
That's  giant  money  by  airline  stan- 
dards. Even  with  last  month's  orders 
from  a  group  of  European  airlines, 
McDonnell  Douglas'  DC-10  backlog 
stands  at  only  184  planes.  And  as- 
sembly began  in  July,  with  rollout 
only  a  year  away.  Lockheed  is  in  a 
similar  position,  with  orders  in  hand 
for  only  181  of  its  L-lOlls. 

These  numbers  loom  even  larger 
when  you  figure  that  McDonnell 
Douglas  will  have  around  $1  billion 
invested  in  the  DC-10  "before  the 
income  begins  to  exceed  to  outgo" 
— that  is,  before  it  reaches  the  break- 
even stage.  By  the  most  optimistic 
projection,  that  will  not  occur  until 
1975.  Hence  the  date  for  the  celebra- 
tion in  Old  Mac's  garden. 

To  the  McDonnell  men,  who  hold 
down  most  of  the  top  corporate  jobs 
in  the  merged  company,  this  delay  is 
quite  a  risk.  They  built  their  company 
up  in  the  fighter-plane  business.  They 
are  accustomed  to  development  con- 
tracts to  carry  the  manufacturer  over 
the  design  stage.  They  are  ac- 
customed to  fairly  sizable  production 
payments  to  ease  the  peak  financial 
burdens  just  before  deliveries  begin 
and  revenues  start  flowing  in.  They 
are  accustomed  to  being  able  to  re- 
negotiate prices  and  cost  estimates 
with  the  customer.  The  commercial 
business  is  different.  Very  different. 

"We're  going  to  have  a  lot  of  money 
out  for  an  awful  long  time,"  says 
Dave  Lewis.  "It's  a  bit  more  exposure 
than  we  are  used  to  having.  And  we 
have  absolutely  no  leverage  with 
these  airlines.  They  can  get  together 
in  buying  consortiums  and  play 
Lockheed  and  us  off  against  each 
other  as  they  please.'' 

If  the  McDonnell  people  are  not 
celebrating  yet,  neither  is  the  stock 
market.  In  anticipation  of  last  year's 
earnings'  turnaround,  the  stock 
climbed  from  20  in  1966  to  60  in 
1967  and  1968.  But  McDonnell 
Douglas  stock  has  dropped  below  30 
this  year.  Investors,  too,  are  looking 
beyond  the  seemingly  rosy  present  to 
the  tests  that  lie  ahead,  and  are  dis- 
counting the  record  profits  in  1968 
and  the  still-higher  earnings  expected 
this  year  and  next.  They  are  discount- 
ing the  encouraging  fact  that  the  cur- 
rent Phantom  fighter  program  still  has 
1,500  planes,  $3  billion  in  revenues 
and  at  least  three  more  years  to  run. 
That  the  DC-8s  and  DC-9s,  though 
orders  have  trailed  off,  are  well  down 
the  so-called  learning  curve  in  produc- 


Dave  Lewis,  a  sofi-spoken 
South  Carolinian,  joined  the 
Martin  Co.  in  J  939  just  as  Old 
Mac  was  leaving  Martin  to 
start  his  company.  They  got  to- 
gether in  1946  and  today 
Lewis  is  clearly  heir  apparent. 


tion  costs  and  thus  are  generating  huge 
profits.  They  are  discounting  these 
things  because  those  profits  are  al- 
ready committed.  Though  MD  is 
deferring  its  development  costs  on 
the  DC-10,  its  current  high  profits 
are  being  gobbled  up,  just  as  fast  as 
they  are  earned,  by  the  extremely 
heavy  cash  requirements  of  the  new 
plane.  A  few  years  hence,  after 
deliveries  begin  late  in  1971,  the  de- 
velopment expenses  will  be  charged 
against  earnings. Wary  investors  realize 
this.  Thus,  while  McDonnell  Doug- 
las' prospects  may  be  about  the 
brightest  of  any  aerospace  outfit  to- 
day, its  stock  still  sells  at  less  than 
ten  times  earnings. 

More  Zest 

Perhaps  feeling  the  pressure  most 
of  all  is  Old  Mac  himself,  who  got 
McDonnell  into  Douglas  and  the  com- 
mercial plane  business.  After  an 
earlier  attempt  to  acquire  Douglas 
in  1963,  he  had  renounced  any  in- 
terest in  commercial  jets,  calling  "the 
risks  completely  incommensurate 
with  the  possibilities  for  gain."  Yet, 
when  the  bankers  put  Douglas  up 
for  bids  in  late  1966,  he  rushed  in. 
Why  did  he  do  it? 


"I  sometimes  ask  myself  that  same 
question,"  he  begins  in  his  ambling, 
monologic  way  of  speaking.  "Of 
course,  I  like  it,"  he  adds.  "I  believe 
that  for  the  long  pull  the  commercial 
plane  business  is  worth  taking  a  sub- 
stantial risk.  It  adds  some  zest  to 
living,  though  there  are  times  when  -I 
feel  more  zestful  than  others." 

The  money  and  the  exposure  worry 
the  old  Arkansas-bred  Scotsman,  who 
quit  a  job  as  chief  project  engineer  at 
the  Glenn  L.  Martin  Co.  to  start  Mc- 
Donnell Aircraft  in  1939.  But  they 
have  put  the  excitement  back  into  the 
life  of  the  old  aviation  entrepreneur. 
He  had  been  thinking  about  retiring 
or  at  least  slowing  down,  but  im- 
mediately after  making  the  acquisi- 
tion, McDonnell  was  forced  to  dis- 
patch Dave  Lewis  to  the  West  Coast 
to  supervise  Douglas'  rescue.  This 
meant  Old  Mac  had  to  reshoulder  the 
burden  of  running  the  over-all  opera- 
tions of  a  company  that  was  suddenly 
three  times  larger  than  the  one  he 
had  handed  to  Lewis  in  1962  (as  presi- 
dent and  chief  operating  officer). 

"Old  Mac  was  already  67  years 
old,"  he  reminisced,  sitting  relaxed 
in  his  rose  garden  recently.  "He  had 
all  the  world's  goods  he  required  and 
was  looking  forward  to  the  mellow 
senior  years.  Why  did  he  go  back 
to  work? 

"I  could  tell  you  that  Old  Mac 
couldn't  refuse  the  challenge  at 
Douglas,  which  would  be  true  as  far 
as  it  goes.  But  it  really  boiled  down 
to  this:  The  great,  creative  aero- 
space industry,  like  the  automobile 
industry  and  other  industries,  will 
evolve  over  the  years  into  a  few 
well-rounded  companies  that  can  pro- 
vide a  broad  spectrum  of  products. 
As  a  practicing  Scotsman — with  a 
well-developed  sense  of  fiscal  re- 
sponsibility— I  could  see  that  it  was 
simply  in  the  best  interests  of  this 
company  to  get  into  commercial  air- 
planes as  well  as  military  planes." 

And  there  you  have  it.  The  risk 
of  absorbing  Douglas  was  a  risk  that 
had  to  be  taken  if  McDonnell  was 
to  continue  the  kind  of  growth  that 
had  already  made  it  perhaps  the 
most  successful  military  contractor  in 
the  U.S.  It  needed  diversification 
against  the  ever-present  competitive 
risks  of  bidding  on  government  con- 
tracts. And  it  needed  insurance 
against  the  possibility — which  is  fast 
becoming  a  probability — that  the 
days  of  ever-rising  military  budgets 
are  about  over  in  the  U.S. 

Since  1945,  with  only  brief  inter- 
ruptions, McDonnell  has  cranked  out 
a  steady  stream  of  military  fighters 
— the  Phantom  I  and  Banshee  in  the 
late  1940s,  the  F-3H  Demon  and 
the  F-101  Voodoo  in  the  1950s  and 
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the  F-4  Phantom  II  in  the  1960s. 
When  the  Phantom  II  program  winds 
up  a  few  years  hence,  McDonnell  will 
have  produced  more  than  5,000  copies 
of  that  plane  alone.  By  then  the  com- 
pany could  be  well  along  with  the 
production  of  its  successor,  the  F-15 
fighter,  for  which  it  is  currently  bid- 


ding against  North  American  Rockwell 
and  Fairchild-Hiller.  In  space,  McDon- 
nell, under  extreme  post-Sputnik  pres- 
sure, won  and  successfully  carried  out 
the  prime  contracts  for  both  the 
Mercury  and  Gemini  pioneer  manned- 
flight  programs. 

For  this,  McDonnell  has  been  amply 


rewarded.  Before  it  took  on  Douglas' 
problems  in  1987,  it  had  increased 
earnings  in  22  of  the  preceding  25 
years.  In  the  preceding  ten  years  it 
had  tripled  revenues  (to  $1.1  billion), 
quintupled  profits  (to  $43  million) 
and  averaged  a  most  enviable  25% 
return  on  its  stockholders'  equity. 


THEDC-10s  COSTLY  PREDECESSORS 


Douglas  is  not  alone.  Every  big 
commercial  planemaker  has  en- 
countered disaster  somewhere  along 
the  way.  Mighty  Boeing  lost  $13.5 
million  on  its  Stratocruiser  just  after 
World  War  II,  a  staggering  blow 
at  the  time.  Boeing  had  converted 
its  C-97  military  transport  into  the 
81  -passenger  commercial  crait.  Pas- 
sengers enjoyed  its  innovation — a 
comfortable  lounge— but  airlines 
found  it  expensive  to  run.  Only  56 
Stratocruisers  were  built  before 
Boeing  threw  in  the  towel. 


The  Glenn  L.  Martin  Co.  had  even 
worse  luck  with  its  40-passenger 
Martin  404  in  the  early  Fifties. 
Similar  to  Douglas'  later  problems 
with  the  DC-9,  labor  shortages  and 
steeply  rising  wage  and  materials 
costs  from  the  Korean  War  suddenly 
doubled  estimated  production  costs. 
Martin  claimed  it  could  have 
broken  even  at  400-500  planes, 
but  only  about  100  were  built  be- 
fore a  $22-million  loss  in  1952 
forced  the  company  to  recapitalize 
and  stop   making   civilian  airliners. 


The  Lockheed  Electra  of  the  late 
Fifties  was  more  than  a  corporate 
disaster.  A  rash  of  accidents,  in- 
cluding two  mid-air  breakups  in 
which  97  people  were  killed,  caused 
extensive  loss  of  lite.  Lockheed  had 
to  spend  an  extra  $49  million  to 
correct  defects,  eventually  sold  168 
Electros.  But  before  it  could  re- 
cover, Lockheed  had  lagged  hope- 
lessly behind,  and  had  to  sit  out 
the  first  decade  of  commercial  jets. 


As  the  planes  have  gotten  bigger 
and  faster,  so  have  the  losses  risen. 
General  Dynamics  lost  some  $490 
million  on  its  Convair  880/990  jets 
in  the  early  Sixties,  thanks  to  poor 
management,  technical  miscalcula- 
tions and  a  late  start  in  jets.  GD 
survived,  but  not  to  reenter  th'e 
commercial  market. 
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Classroom:  On  its  humming  Phantom  production  line,   McDonnell  learned  the  lessons  it  applied  at  Douglas. 


What's  more,  Douglas'  immediate 
problems  happened  to  be  right  down 
McDonnell's  alley.  They  required  no 
vast  knowledge  of  the  commercial 
airplane  market;  they  required  money 
and  production  knowhow,  both  of 
which    McDonnell   had    in    quantity. 

But  not  long  after  the  McDonnell 
people  had  settled  down  to  solving 
Douglas'  production  and  financial 
problems,  they  came  face  to  face  with 
a  whole  new  set  of  realities.  Mc- 
Donnell was  no  longer  a  $l-billion 
company  with  a  narrow  product  line; 
It  was  a  $3-billion  company  with  a 
complex  line  and  with  widely  sepa- 
rated plants.  Then  in  September  1967 
Lockheed  decided  to  take  advantage 
of  Douglas'  desperate  situation  and 
get  a  head  start  in  the  airbus  race. 
It  announced  it  would  begin  taking 
airline  orders  immediately.  This 
forced  Douglas'  hand  because  it 
threatened  Douglas'  best  asset,  its 
position  as  one  of  the  only  two  U.S. 
producers  of  big  commercial  jets. 
McDonnell  men  were  faced  with 
commercial  marketing  problems  for 
which  their  fighter-plane  backgrounds 
were  inadequate  preparation.  They 
were  almost  two  months  behind 
Lockheed  in  soliciting  DC-10  orders. 

Two  things  helped  overcome  the 
late  start:  Douglas  had  top-rate  de- 
sign men  who  had  been  working  on 
the  DC-10  for  almost  a  year.  And 
McDonnell,  by  spending  heavily  and 
quickly  to  cure  Douglas'  production 
woes,  had  impressed  the  airlines.  As 
a  result,  MD,  in  February  1968, 
snatched  the  first  airbus  order  away 
from  Lockheed:  for  25  planes  from 
American  Airlines.  Lockheed's  head 
start  was  cut.  In  trouble  elsewhere 
and  needing  desperately  to  make  it 
big  with  the  L-1011  (Forbes,  Oct. 
15,  1967),  Lockheed  reacted  quickly. 
In  Dave  Lewis'  words:  "They  just 
slaughtered  the  price."  American  had 
bought  its  DC-lOs  for  about  $15.3 
million  each.  Lockheed  cut  the  price 
of  the  L-1011  to  $14.4  million.  Then 


it  told  TWA,  Eastern  and  several 
other  uncommitted  airlines  that  they 
had  better  act  fast,  that  the  price 
would  go  back  up. 

"They  got  away  with  it,"  says 
Lewis.  On  Mar.  29,  1968,  Eastern, 
TWA  and  Air  Holdings,  Ltd.  signed 
up  for  144  L-lOlls. 

Lewis  and  McDonnell  now  looked 
long  and  hard  at  the  price  level. 
They  had  no  choice  but  to  match 
the  cuts.  "We  weren't  about  to  fade 
away,"  says  Lewis.  Before  the  cut, 
the  break-even  point  on  the  DC-10 
had  been  somewhere  around  200 
planes;  at  the  new  price,  it  would 
be  much  higher,  perhaps  more  than 
300  planes.  But  the  clincher  for 
Lewis  was  a  30-plane  order  that 
came  from  United  Air  Lines,  the 
world's  largest  carrier,  on  Apr.  25, 
1968.  It  was  quickly  followed  by 
orders  for  17  more  from  Northwest 
and  Trans  International.  "When  we 
got  the  United  order,  we  decided 
it  was  worth  taking  the  risk,"  says 
Lewis.  On  the  other  hand,  Boeing,  its 
hands  already  full  with  the  747,  the 
supersonic  transport  and  "stretched" 
version  of  its  727,  decided  to  sit  it 
out.  Its  once-proposed  757  airbus  has 
probably  been  scrapped  for  good. 

The  Bind  of  Time 

But  then,  until  last  month's  order  for 
36  planes  from  the  KSSU  group  in  Eu- 
rope (KLM,  Swissair,  SAS  and  UTA), 
more  than  a  year  of  nail-biting  went 
by  with  no  fresh  orders.  Both  com- 
panies are  still  far  short  of  the  break- 
even point  on  orders,  and  time  is  get- 
ting short:  Initial  deliveries  are  slated 
for  August  1971  (the  first  to  Amer- 
ican, then  the  second  three  minutes 
later  to  United).  "We're  very  sound 
on  the  DC-10  financially,"  insists 
Lewis.  "But  we  do  need  some  orders, 
and  the  sooner  the  better." 

Lewis  and  Lockheed  Chairman 
Daniel  J.  Haughton  are  spending  the 
bulk  of  their  time  these  days  wooing 
uncommitted  airlines:  National,  Con- 


tinental, Western  and  Braniff  in  the 
U.S.,  Air  France,  Alitalia,  Lufthansa, 
Japan  Air  Lines  and  Qantas  over- 
seas. What  makes  the  competition 
bind  a  bit  is  that  it  is  mainly  on  the 
basis  of  price,  which  implies  potential 
profit  problems,  and  that  intangible 
item  called  service.  Both  the  DC-10 
and  the  L-1011  are  identical  in  their 
main  operating  features.  Both  are 
wide-bodied  trijets  that  will  seat 
slightly  over  250  passengers.  Both 
promise  to  be  excellent  planes.  The 
only  real  problem  is:  Is  there  room, 
financially  speaking,  for  both  craft? 

If  MD  and  Lockheed  can  hold  up 
under  the  large  and  lengthy  exposure, 
the  market  for  airbuses  could  be  quite 
good.  Their  wider  seats  and  eight- 
across-two-aisle-center-divider  seat  ar- 
rangement promise  to  be  highly 
attractive  to  travelers.  Their  capaci- 
ties should  prove  ample  for  future 
traffic  loads  and  perhaps  be  more 
realistic  in  the  1970s  than  the 
350-plus  capacity  of  Boeing's  soon- 
to-be  operational  747.  What's  more, 
the  airbuses  will  be  the  most  versatile 
airplanes  ever  built,  having  the  abil- 
ity, with  slight  modifications,  to  fly 
routes  ranging  from  100  miles  to 
5,500  miles.  Both  McDonnell  Douglas 
and  Lockheed  stand  firm  in  their  pro- 
jections that  some  1,300  to  1,400  air- 
buses will  be  sold  by  1980. 

"The  important  thing  at  this  stage 
of  the  race  is  not  how  many  planes 
you  get  on  order,"  says  Dave  Lewis, 
"but  how  many  airlines  you  can  sign 
up.  That  will  determine  later  orders." 

Hence  the  significance  of  the  recent 
KSSU  order.  "The  number  of  planes 
wasn't  worth  all  the  fuss,"  says  Lewis, 
who  made  four  trips  to  Europe  to 
land  the  order.  "What  made  it  impor- 
tant was  that  all  the  other  big  over- 
seas airlines  were  watching.  We  knew, 
for  example,  that  the  KSSU  people 
were  in  close  touch  with  Air  France 
and  probably  Alitalia  too."  Why  do 
airlines  care  so  much  what  their  com- 
petitors buy?  One  reason:  "Northwest 
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wants  Japan  Air  Lines  to  buy  the  DC- 
10,  because  if  they  have  engine  trou- 
bles in  Tokyo  there  will  be  spare 
parts  and  experienced  DC-10  mech- 
anics close  at  hand,"  explains  Lewis. 
The  order  was  significant,  too,  be- 
cause Lockheed  has  yet  to  book  an 
order  for  a  long-range,  over-the-water 
version  of  its  L-1011.  McDonnell 
Douglas,  with  the  Northwest  order 
and  the  KSSU  order,  is  well  along 
toward  a  hefty  share  of  the  market 
for  this  version  which  could  account 
for  half  the  projected  airbus  sales. 
To  compete  successfully  in  this  seg- 


ment of  the  market,  Lockheed  needs 
some  orders  on  a  5,000-mile,  over- 
the-water  version  fast.  Its  anxiety 
on  this  score  was  evident  in  its  exten- 
sive but  unsuccessful  last-minute  de- 
sign changes  in  the  competition  for 
the  KSSU  order. 

So,  for  the  time  being,  McDonnell 
Douglas  has  the  upper  hand  in  the 
seesaw  airbus  battle.  But  still  it  is 
only  a  little  more  than  halfway  to  the 
projected  break-even  point,  and  the 
McDonnell  men  know  it's  going  to  be 
a  fight  all  the  way.  "I  don't  think 
there  will  be  a  landslide  in  either  di- 


rection,"  says   Lewis.   "We're   aiming 
for  51%  of  the  market." 

It  is  a  gamble  McDonnell  could  not 
avoid  and  cannot  afford  to  lose.  At 
current  production  rates,  the  Phantom 
fighter  program  will  last  for  at  least 
three  more  years.  But  if  MD  is 
not  successful  in  its  bid  for  the  F-15 
twin-engine,  multipurpose  fighter, 
it  could  be  out  of  the  military 
airplane  business  by  the  mid-1970s. 
The  solid  backbone  of  its  income 
statement  for  the  last  25  years  will  be 
gone.  Earlier  this  year  it  lost  the  F-14 
antisubmarine  warfare  plane  contract 
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Boeing  has  committed  its  future  to  the 
747,  whose  fat  fuselage  offers  far  more 
comfort  than  its  707  or  Doug/as'  DC-8. 
But  the  747  is  built  to  carry  upwards  of 
350  passengers,  which  limits  it  to  the 
busiest  routes.  McDonnell  Douglas  is  trying 
to  match  the  747's  comfort  in  the  DC-10, 
with  about  one-third  less  carrying  capacity. 
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White  Elephant?  MD  has  lots  of  spacecraft  savvy  left  over  from  the  Gemini  program,  but  few  large   contracts. 


to  Grumman.  It  is  not  entered  in  the 
AMSA  (Advanced  Manned  Strategic 
Aircraft)  bomber  competition  (be- 
tween Boeing,  General  Dynamics  and 
North  American ) .  Beyond  these  pro- 
grams, little  else  of  major  consequence 
is  on  the  military  aircraft  horizon.  The 
Air  Force  has  promised  a  decision  on 
the  F-15  by  January,  and  possibly 
may  decide  by  September.  McDonnell 
Douglas  people  are  hopeful.  "Our 
performance  on  the  Phantom  has  got 
to  be  the  deciding  factor,"  argues 
Sanford  N.  McDonnell,  Old  Mac's 
very  able  nephew  and  president  of  the 
McDonnell  Aircraft  Co.  But  with  anti- 
military  feeling  rising,  there  can  be 
many  a  slip  in  military  contracts. 

Meantime,  orders  for  DC-9s  and 
"stretched"  DC-8s  have  trailed  off. 
Douglas  has  already  delivered  over 
500  DC-9s,  but  now  the  backlog  is 
down  to  just  109  planes.  The  airbuses 
have  cut  into  orders  for  the  elongated, 
200-passenger  DC-8s,  reducing  that 
backlog  to  75.  The  profits  on  these 
two  commercial  jets  will  hold  up  well 
for  the  next  year  or  two,  since  both 
are  well  down  the  learning  curve  in 
production  cost.  But  after  1970,  de- 
liveries will  be  so  few  that  profits, 
too,  will  slough  off. 

In  space,  MD  faces  some  uncer- 
tainties. McDonnell's  Mercury  and 
Gemini  programs  are  completed, 
though  some  revenues  might  be 
squeezed  from  an  elongated  version 
of  the  Gemini,  called  the  Big  G, 
which  has  been  proposed  as  a  sort 
of  spacebus  for  the  future.  Douglas' 
Spartan,  the  long-range  intercepter 
component  of  the  Sentinel  antibal- 
listic  missile,  is  currently  in  limbo  as 
debate  rages  over  the  future  of  the 
ABM  program.  In  June  Douglas'  main 
contribution  to  the  combined  compa- 
nies' space  business,  the  Air  Force's 
Manned  Orbiting  Laboratory  (MOL) 
was  abruptly  terminated. 

"You've  got  to  accept  the  fact  that 
no  government  program,  no  matter 
whether  it  is  as  advanced  as  the  MOL 
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or  as  vital  as  the  F-15,  is  sacrosanct 
these  days,"  concedes  Charles  R. 
Able,  who  is  now  head  of  the  newly 
combined  McDonnell  Douglas  Astro- 
nautics Co.  A  realist,  Able  is  project- 
ing lower  revenues  and  profits  for  his 
8600-million  company  over  the  next 
few  years. 

Grimly  Confident 

McDonnell  Douglas'  real  future, 
then,  is  the  DC-10.  Which  raises  the 
ultimate  question:  How  strong,  really, 
is  the  Douglas  side  of  the  company 
these  days?  It  faltered  on  the  origi- 
nal DC-8,  losing  $53  million  in  1959 
and  1960.  It  nearly  went  broke  on 
the  DC-9  and  stretched  DC-8.  Why 
should  anyone  believe  it  will  do  better 
on  the  DC-10,  especially  when  the 
"exposure"    is    so    much    greater? 

On  the  other  hand,  Douglas  is 
definitely  a  stronger  company  today 
than  it  was  under  the  Douglases.  For 
one  thing,  its  production-line  and 
cost-control  techniques  have  been 
thoroughly  revamped  and  tightened. 
There  should  be  few  surprises  on  the 
DC-10.  What's  more,  it  is  far  better 
financed  than  ever  before. 

Douglas'  Long  Beach  facilities  are 
already  operating  in  high  gear  as 
actual  production  began  on  the  air- 
bus last  month.  Lockheed,  on  the 
other  hand,  is  facing  much  the  same 
problem  that  overwhelmed  Douglas 
three  years  ago:  the  need  to  quickly 
build  up  production-line  personnel 
and  facilities  from  scratch.  "A  lot  of 
the  airlines  are  wondering  whether 
Lockheed  can  do  it,"  says  Dave 
Lewis.  "Let  them  miss  one  winter  of 
deliveries  to  Eastern  and  TWA  and 
they'll  be  in  real  trouble." 

Still  another  plus  is  the  surprising 
harmoniousness  of  the  merger,  con- 
sidering the  difficult  conditions  under 
which  it  was  made.  McDonnell  did 
not  resort  to  wholesale  firings  when 
it  took  over  Douglas,  and  as  a  result 
has  managed  to  rekindle  the  shat- 
tered  confidence   of   the   key   people 


in    Long   Beach   and   Santa   Monica. 

"Rather  than  trying  to  handle  it 
the  Harvard  Business  School  way, 
and  combine  operations  and  drop  a 
lot  of  people,  we  decided  instead  not 
to  merge  together  right  away  but 
rather  concentrate  on  helping  the 
Douglas  people  solve  their  immediate 
problems,"  explains  Lewis.  About  the 
only  major  change  concerned  Don 
Douglas  Jr.,  who  was  moved  to  St 
Louis  headquarters  as  corporate  vice 
president  for  administration.  Jack-! 
son  R.  McGowen,  who  headed  the 
aircraft  division  of  Douglas,  remains 
in  charge  today  under  Lewis,  as  presi- 
dent of  the  Douglas  Aircraft  Co.  Aside 
from  Lewis  and  two  production  ex-' 
ecutives,  who  moved  to  the  West 
Coast  from  St.  Louis,  the  same  people 
who  got  Douglas  into  trouble  got  it 
out  again.  "This  way,  Jack  McGowen 
and  I  had  time  to  get  to  know  and 
appreciate  each  other,"  says  Lewis. 
"As  a  result,  we  have  a  very  experi- 
enced and  talented  man,  not  some 
newcomer,  running  Douglas  now." 

Old  Mac  is  still  very  much  in  evi- 
dence— questioning,  criticizing,  en- 
couraging, and  quite  obviously  still 
regarded  as  "the  boss."  Men  in  St. 
Louis  make  appointments  "subject  to 
a  call  from  Mac,  of  course."  Though 
he  talks  about  "the  mellow  senior 
years,"  there  are  no  indications  that 
McDonnell  plans  to  retire.  It  is  clear, 
however,  that  he  is  counting  on  Dave 
Lewis  to  carry  off  the  commercial  air- 
craft gamble  that  the  company  is  now 
in — neck  deep.  Old  Mac  expects  Lewis 
to  repeat  the  kind  of  triumph  he  pulled 
off  in  1961  when  Lewis  edged  out 
Chance  Vought's  F-3U  crusader  to 
launch  the  fabulous  Phantom  fighter 
program,  and  thereby  doubled  the 
size  of  the  company  within  just  a 
few  years. 

Forbes  doesn't  know  whether 
Lewis  can  pull  it  off  again.  Nobody 
does.  But  Lewis  is  grimly  confident. 
His  attitude:  "If  we  can't  do  it,  no- 
body can."  ■ 
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Oh,  To  Be  in  Ireland! 


It's  a  nation  that  has  always 
mer,  so  the  stock  market  in 
days  gone  by.  But  it  won't  be 

It's  a  dark,  drizzly  day  in  Dublin,  as 
days  in  Dublin  so  often  are.  In  a  nar- 
row, brown-brick  building  on  a  dis- 
mal alley  called  Anglesea  Street,  40, 
maybe  50,  men  are  seated  in 
worn,  leather-upholstered  chairs  ar- 
ranged in  two  ellipses.  On  one  side  of 
the  room  is  a  blackboard,  and  stand- 
ing on  a  platform  before  the  black- 
board is  a  man  who  calls  out  a  name: 
"Irish  Ropes."  There  is  a  notation  on 
the  blackboard:  "Irish  Ropes,  33/3," 
33  shillings,  threepence.  One  of  the 
men  in  the  leather-upholstered  chairs 
says  in  a  bored  voice:  "Two  hundred 
at  33/6."  It's  a  deal.  A  small  boy 
erases  the  33/3  beside  the  name,  Irish 
Ropes,  and  chalks  in  33/6. 

NO  one  who  has  ever  witnessed 
the  frantic  activity  on  the  floor  of  the 
New  York  Stock  Exchange,  or  even 
any  regional  exchange  in  the  U.S., 
for  that  matter,  will  believe  it,  but 
this  is  a  stock  exchange,  too.  It's  the 
Dublin  Stock  Exchange,  as  a  small, 
highly  polished  bronze  plaque  on  the 
building  attests.  They  do  things  dif- 
ferently in  Ireland.  Do  they  also  do 
things  better?  Well,  maybe  the  78 
members  of  the  Dublin  Stock  Ex- 
change don't  make  as  much  money  as 
do  the  1,366  members  of  the  NYSE  or 
the  650  members  of  the  Amex,  but 
they  don't  suffer  from  ulcers,  either. 
For  one  thing,  they  have  no  back- 
office  problems.  There  isn't  enough 
activity  to  pile  up  paperwork. 

There  are  only  about  150  Irish 
companies  listed  on  the  Dublin  Stock 
Exchange,  plus  about  40  British  com- 
panies and  75  government  and  mu- 
nicipal debt  issues.  On  a  normal  day, 
there  is  trading  in  only  about  75. 

So  the  brokers  don't  gather  until 
11  a.m.  On  a  normal  day,  at  least  a 
third  of  them  don't  bother  to  appear 
on  the  floor.  They  have  nothing  to 
buy,  nothing  to  sell.  Considering  the 
weather  on  a  normal  day  in  Dublin, 
it  makes  a  great  deal  more  sense  to 
stay  in  the  office  and  have  a  cup  of 
tea — or  perhaps  an  Irish  coffee. 

The  man  at  the  blackboard  calls 
out  the  names  of  the  companies  one  by 
one.  If  there  is  a  bid,  fine;  if  not,  well, 
that's  fine,  too.  By  12:30  he  has  called 
out  the  names  of  all  the  companies. 
After  that,  there  is  catch-as-catch-can 
bidding.  On  the  board,  Glen  Abbey, 
a  clothing  manufacturer,  is  listed  at 
14/9.  Dreaming  the  impossible  dream, 
a  young  broker  calls  out:  "Glen  Ab- 
bey— 14/6."  No  one  else  says  a  word, 


listened  to  a  different  drum- 
Dublin  steps  to  a  rhythm  of 
that  way  forever,  mavournin. 

and  everyone  departs  for  lunch. 

Lunch  is  leisurely.  The  brokers 
gather  again  at  2:15  or  2:30,  after 
brandy,  and  the  man  at  the  blackboard 
starts  calling  out  the  names  of  the 
iisted  companies  once  more. 

To  a  Wall  Street  broker,  who  lives 
on  barbiturates  and  martinis,  the 
Dublin  Stock  Exchange  may  seem  like 
nirvana,  but  the  chances  are  it  won't 
remain  that  way  for  long.  "Progress" 
has  already  begun  to  push  Ireland 
into  the  Ulcer  Age.  Institutional  trad- 
ing, once  unknown,  is  becoming  in- 
creasingly common.  Mergers  are  be- 
coming a  way  of  corporate  life.  In  an- 
ticipation of  the  inevitable,  the  ex- 
change has  begun  to  computerize. 

Beautiful  Waterford 
There  are  now  even  performance 
stocks  on  the  exchange.  The  Glen  Ab- 
bey the  young  broker  wanted  at  14 
shillings,  sixpence  a  share,  is  a  current 
hot  stock.  A  company  with  a  record  of 
up-and-down  earnings,  Glen  Abbey 
hit  15  shillings  the  day  after  the  young 
broker  tried  to  get  some  on  the  cheap. 
A  year  ago  it  sold  under  10  shillings. 
Waterford    Glass    Ltd.,    manufac- 


turer of  the  beautiful  and  world- 
renowned  crystalware,  is  held  up  as 
the  performance  wonder  of  the  Irish 
market.  After  going  public  in  late 
1966,  the  shares  have  bounded  up 
from  around  30  shillings  to  above  140 
shillings  recently.  It's  not  the  artistic 
beauty  of  Waterford's  product  that 
accounts  for  such  action,  but  good 
management.  From  brokers,  individ- 
ual and  institutional  investors  alike, 
one  hears  of  Waterford's  young  man- 
aging director,  Noel  Griffin.  Earnings 
have  risen  147%  since  1963. 

Another  company  that  "can  com- 
pete with  anyone,"  says  Frank  Fagan, 
portfolio  manager  for  Irish  Life  As- 
surance Co.,  Ireland's  largest  institu- 
tional investor,  is  Jefferson  Smurfit  & 
Sons  Ltd.,  a  paper  and  packaging 
manufacturer.  One  reason,  adds  an 
Irish  businessman,  is  young  Michael 
Smurfit,  who  is  taking  over  the  reins 
of  the  family  business  and  other  busi- 
nesses too.  Smurfit's  attractive  merger 
offer  to  another  paper  and  packaging 
firm,  Gibson,  Guy  &  Smalldridge,  re- 
cently caused  the  latter's  shares  to 
soar  50%  to  15  shillings. 

It  is  precisely  these  echoes  of  the 
booming  U.S.  stock  market — mergers, 
growth  companies,  hot  stocks — that 
tempt  one  to  see  the  Dublin  market 
as  an  institution  at  an  earlier  stage  of 
development.  The  temptation  is  rein- 
forced when  John  Mungo  Park,  part- 
ner in  the  brokerage  firm  of  Dudgeon 


A  Gentleman's  Calling.  "We  all  know  each  ofher  here,"  explains  Dublin 
Exchange  Secretary  W.  A.  E.  Campbell,  when  asked  how  stock  manipulation 
is  avoided.  When  asked  the  identity  of  a  white-bearded  gentleman  whose 
portrait  overlooks  the  exchange  floor,  Campbell  replies:  "A  man  named 
Murray,  president  here  once.  He  lived  with  a  mistress  in  College  Green." 
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&  Sons,  says,  "The  business  is  certain- 
ly changing.  We  used  to  ring  up  a 
client  and  say,  'You  ought  to  have 
some  of  these  shares,  old  boy.'  Now 
the  works  pension  funds  are  the 
growth  of  our  business." 

Saxon  Action 

The  pension  funds,  in  Ireland  as 
elsewhere,  look  for  low-yielding 
growth  stocks,  and  may  be  the  attrac- 
tion to  cause  more  small  and  medium- 
sized  Irish  firms  to  go  public.  How- 
ever, 20-million-share  days  are  not 
tomorrow's  prospect  for  Dublin.  As 
Ireland,  even  though  it  is  now  a  pre- 
dominantly industrial  country,  sits  in 
the  shadow  of  Britain,  so  the  Dublin 
market  sits  in  the  shadow  of  the  Lon- 
don Stock  Exchange.  For  larger  firms, 
including  the  Irish  Arthur  Guinness 
Sons  &  Co.,  Ltd.  (Forbes,  Oct.  1, 
1967),  "a  Dublin  listing  is  a  photo- 
static copy,"  says  Julian  Jameson,  an- 
other Dudgeon  partner.  Dudgeon  & 
Sons,  like  most  Irish  brokers,  does 
almost  70%  of  its  business  in  London. 

Irish  Life,  says  Frank  Fagan,  invests 
in  the  U.S.  market — utilities  and  go-go 
stocks — for  rapid  growth,  while  keep- 
ing the  great  bulk  of  its  $168-million 
investments — valued  at  cost — in  Ire- 
land. "We're  the  largest  shareholder 
in  many  Irish  companies,"  he  says. 
"We  also  do  a  lot  of  giving  a  hand  to 
emerging  Irish  companies.  This  can 
be  quite  remunerative."  A  New  York 
new-issues  marketeer  couldn't  have 
said  it  better. 

What  will  be  the  next  step  in  the 
development  of  the  Irish  financial 
market?  Broader  stock  ownership, 
think  both  Fagan  and  John  Garvey  of 
Dudgeon.  "We  are  where  you  were 
in  1948-50,"  says  Garvey.  Actually 
Dublin  is  not  even  there  yet,  but  the 
point  is  well  taken.  It  was  during  the 
1950s  that  the  modern  breadth  of 
stock  ownership  in  the  U.S.  really 
developed.  Says  Fagan:  "Irish  investors 
on  the  whole  are  very  unsophisti- 
cated, but  the  improvement  in  the 
last  five  years  has  been  immense.  Re- 
search was  unknown  five  years  ago. 
Also,  we  are  getting  Irish  fellows  with 
managerial  expertise  to  come  back 
from  England  [as  Fagan  did  after 
14  years  in  Britain].  One  hopes  that 
the  more  sophisticated  financial  press 
we're  developing  may  lead  to  more 
active  participation  in  the  shares 
market." 

And  one  leaves  the  Dublin  finan- 
cial community  with  that  thought  and 
the  reflection  that  Ireland  at  present 
has  no  equivalent  of  the  Securities  & 
Exchange  Commission.  One  wonders 
what  Anglesea  Street  will  be  like 
when  there  is  "more  active  participa- 
tion in  the  shares  market."  ■ 


Some  Men  Are  Never  Satisfied 

Bottling  Coke  is  good  business,  but  Arthur  MacDonald  of 
Coke  Los  Angeles  is  not  one  to  leave  a  good  thing  alone. 


A  franchise  to  bottle  Coca-Cola  has 
for  half  a  century  been  almost  a 
license  to  print  money.  With  his  per- 
petual franchise,  the  Coke  bottler  has 
sole  rights  in  his  territory  to  distribute 
the  world's  most  popular  soft  drink. 
As  each  new  and  larger  generation 
bought  more  and  more  Coke,  the 
bottlers  made  enough  money  to  create 
scores  of  multimillion-dollar  fortunes. 

But  times  and  market  patterns 
change.  In  the  good  old  days  the 
bottler  of  Coke  (or  Pepsi  or  Seven- 
Up  or  other  drinks)  dealt  in  one 
economical  package — the  returnable 
bottle.  Because  it  could  be  reused 
about  20  times,  it  cost  the  bottler 
almost  nothing.  Then  the  Sixties 
brought  cans  and  nonreturnable  bot- 
tles that  both  increased  his  capital 
needs  and,  because  of  their  higher 
cost,  ate  into  his  profit  margins. 

The  result  has  often  been  concen- 
tration of  the  old  family  firms  into 
large,  professionally  managed  bottlers, 
some  owned  by  corporate  outsiders 
like  General  Tire  or  Westinghouse. 
For  big  companies,  this  is  a  fast  way 
into  a  business — soft  drinks — that  is 
growing  at  7%  a  year. 

Dream   and  Facsimile 

Of  course,  the  big,  prosperous  Coke 
bottlers  have  felt  no  need  to  sell  out. 
But  even  they  have  felt  the  pressure 
to  expand  and  diversify.  Consider  the 
Coca-Cola  Bottling  Co.  of  Los  Angeles. 
In  October  1961  Arthur  D.  MacDonald 
— who  had  been  acquired  by  Coke 
along  with  the  local  White  Rock  bot- 
tler— took  over  the  presidency.  Mac- 
Donald, now  56  and  a  soft-drink  dis- 
tributor for  32  years,  first  dreamed 
of  merging  all  the  Coke  bottlers  bord- 
ering on  his  own  territory,  which  ex- 
tends about  50  miles  from  Los  An- 
geles' City  Hall. 

The  problem  was  that  other  Coke 
bottlers  in  Southern  California  had 
no  interest  in  selling  their  profitable 
family  businesses,  so  MacDonald  had 
to  go  farther  afield.  He  acquired  Coke 
bottlers  in  Fresno  and  Santa  Barbara, 
Calif.,  in  Las  Vegas  and  in  Honolulu. 
Coke  LA's  revenues  went  from  $20 
million  in  1962  to  $45  million  in  1968, 
its  earnings  from  8600,000  to  $3.5 
million,  with  40%  of  the  sales  gain 
but  only  12%  of  the  earnings  gain  pro- 
vided by  the  acquisitions.  The  rest  of 
the  growth  came  from  Coke  LA's 
home  territory,  into  which  MacDonald 
poured  capital  expansion  and  new 
products    like   Tab    and   Fresca.    He 


ended  1968  with  no  progress  on  his 
long-envisioned  Southern  California 
bottler  network,  so  MacDonald 
switched  directions. 

For  SOme  six  years  MacDonald  and 
Hugo  W.  Druehl,  president  of  Arrow- 
head &  Puritas  Waters  Inc.,  had  been 
holding  informal  merger  discussions. 
Arrowhead  is  the  leader  in  a  small  but 
growing  industry:  water.  It  delivers 
bottled  spring  water  to  220,000  home 
and  office  accounts  and  supplies  hyper- 
pure  water  to  industry.  The  desultory 
conversation  between  the  two  com- 
panies was  spurred  in  October  1968 
when  Allegheny  Beverage  Corp.,  a 
Baltimore-based  agglomerator  of  soft- 
drink  bottlers,  made  a  tender  offer 
for  Arrowhead.  MacDonald  respond- 
ed by  agreeing  to  acquire  Arrowhead 
in  exchange  for  a  new  issue  of  Coke 
LA  $2  convertible  preferred  stock.  In 
the  end  LA  Coke  got  60%  of  the 
stock,  and  Allegheny  threw  in  the 
towel,  agreed  to  sell  its  40%. 

New  Visions 

To  buy  off  Allegheny,  MacDonald 
simply  had  to  pick  up  the  phone  and 
call  Security  Pacific  National  Bank  for 
$17.5  million.  He  got  it — on  the 
phone  too — at  only  a  fourth  of  a 
point  over  prime. 

So  MacDonald  now  has  Arrowhead 
&  Puritas,  a  company  with  1968  sales 
of  $18  million  and  earnings  of  $1.4 
million.  And  MacDonald  and  Coca- 
Cola  Co.,  the  Adanta-based  parent 
firm,  are  both  thinking  new  thoughts 
because  of  the  acquisition.  Arrowhead 
has  a  subsidiary  that  manufactures 
hot-drink  dispensing  machines — Mac- 
Donald sees  possibilities  there.  Arrow- 
head could  expand  nationwide  in 
the  water  business,  perhaps  by  fran- 
chise— MacDonald  definitely  sees  pos- 
sibilities there.  Arrowhead  has  some- 
thing even  Coke  bottlers  don't  have 
— a  business  that  takes  it  into  200,000 
private  homes  every  two  weeks  de- 
livering water.  Coca-Cola  Co.,  At- 
lanta, sees  possibilities  there.  A  test 
is  going  to  be  run  in  Arrowhead's 
marketing  area  to  see  if  other  Coke 
products  might  not  go  through  a 
direct-to-the-home  selling  pipeline. 

MacDonald  now  has  a  company 
with  49%  of  its  capitalization  in  high- 
cost  debt,  plus  new  preferred  dividend 
obligations  of  $823,000  a  year.  The 
traditional  Coke  bottler  never  had  to 
contend  with  burdens  like  that.  But 
then  MacDonald  has  never  thought 
much  like  the  traditional  bottler.B 
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"A  First-Class  Crap  Game 


ff 


That's  what  Ashland's  President  Atkins  calls  exploring  for  oil.  But,  he 
says,  it's  a  good  game  and  Ashland  is  now  big  enough  to  get  into  it. 


Kentucky's  Ashland  Oil  &  Refining 
Co.  sells  250.000  barrels  of  petroleum 
products  each  day.  Yet  it  produces 
only  21.000  barrels  of  crude. 

Until  a  scant  three  yea  is  ago,  Presi- 
dent Orin  E.  Atkins  vehemently — and 
persuasively — defended  his  practice 
of  buying  crude  from  others.  Explor- 
ing for  crude,  he  said,  would  mean 
tying  up  capital  that  could  more 
profitably  be  used  in  expanding  and 
improving  Ashland's  marketing  system 
(Forbes,  Aug.  1,  1966).  With  the 
largest  privately  owned  petroleum 
barge  fleet  on  the  Mississippi  and  Ohio 
and  with  5,600  miles  ot  pipe- 
line. Ashland  did,  in  fact,  have  the 
most  efficient  marketing  system  in  the 
industry.  For  that  reason,  with  sales 
723.3  million  in  1966,  it  was  able 
to  net  19.81  Oil  stockholders'  equity  as 
compared  with  15.52  tor  Texaco  and 
10.7'.'  for  (  ities  Service. 

Atkins  has  since  changed  his  mind 
about  the  advantage  ot  buying  crude 
from  others.  In  the  past  three  years, 
Ashland  has  poured  S43  million  into 
oil  exploration  in  Lib\a.  the  North 
Slope  ot  Alaska,  Indonesia  and  North 
Borneo  and  oft  the  coast  ot  California. 
All  this  is  verj  expensive  and  docs  not 
pay  oil  overnight.  Thus,  although  sales 
have  risen  In  21'-'  since  1966.  earn- 
ings per  share  have  decreased  from 
^2  IS  to  S2.19.  while  return  on  stock- 
holders' equity  has  (alien  to  16.5?. 

Why  did  Ashland  join  the  race  for 
crude?  Because,  sa\s  Atkins,  Ashland 
has  become  a  giant  company,  and 
giant  companies  can't  do  things  the 
waj  smaller  ones  do.  It  now  has 
net  working  capital  of  $351.3  million 
as  compared  with  less  than  half  of 
that,  $105.6  million,  in  1966.  "We 
have  developed  a  strong  enough  base 
to  afford  some  of  the  risks  of  exploring 


Traditionally  oil  companies 
look  for  presidents  in  the 
ranks  of  their  engineers  or 
their  marketing  men.  But  when 
Ashland  needed  a  new  top 
man  in  1965  it  picked  a  man 
up  from  the  legal  depart- 
ment, Orin  E.  Atkins,  45,  a 
graduate  of  the  University  of 
Virginia  Law  School.  Now 
he's  leading  a  search  for  oil 
both  on  and  offshore  (below) 
from  Libya  to  North  Borneo. 


for  oil,"  Atkins  says.  Ashland  can  now 
afford  such  fiascos  as  occurred  when 
the  company  drilled  for  oil  in  the 
Santa  Barbara  channel.  It  came  up 
with  eight  dry  holes  and  had  to 
write  off  $8  million,  20  cents  a  share. 
"A  few  years  ago,"  says  Atkins,  "a 
write-off  of  $8  million  would  have 
been  a  disaster." 

Tax    Advantages 

Atkins  became  Ashland's  president 
in  1965,  building  up  the  company 
through  diversifying  acquisitions — 
O.K.  Tire  &  Rubber,  with  more  than 
900  franchised  stores;  Warren  Broth- 
ers, a  leading  highway  contractor; 
Catalin  Corp.,  a  producer  of  synthetic 
resins;  Fisher  Chemicals;  and  ADM 
Chemicals.  This  has  reduced  Ash- 
land's reliance  on  the  marketing  of 
petroleum  products,  which  is  now 
down  to  46%  of  its  revenues,  with 
chemicals  and  petrochemicals  pro- 
viding 32%  and  other  products  some 
22%.  He  says,  however,  that  market- 
ing always  will  be  Ashland's  primary 
business.  Getting  its  own  crude,  he 
says,  will  simply  make  it  a  more  bal- 
anced company. 

Of  course,  what  happened  in  the 
Santa  Barbara  channel  could  happen 
in  other  places  where  Ashland  is  ex- 
ploring for  oil,  Atkins  admits.  "This 
is  a  real  first-class  crap  game,"  he 
observes  candidly. 

He  could  also  try  the  merger  route 
in  his  search  for  crude.  But  merge 
with  whom?  Surely  the  Justice  De- 
partment would  not  permit  any  of 
the  truly  giant  oil  companies  to  merge 
with  Ashland;  nor  would  Ashland 
want  to  be  gobbled  up  by  a  bigger 
firm.  "The  real  problem,"  says  Atkins, 
"is  there  aren't  many  companies 
around  we  could  merge  with.  I  can 
think  of  only  one:  Superior."  Hous- 
ton's Superior  Oil,  with  $112-million 
sales,  has  the  crude  Ashland  needs 
and  might  be  small  enough  to  avoid 
antitrust  complications.  Atkins  says 
there  have  been  no  talks  with  Supe- 
rior, but  he  mentions  it  to  emphasize 
how  few  merger  partners  are  even 
thinkable  for  Ashland. 

So  for  now,  the  burden  of  pro- 
viding Ashland  with  new  crude  rests 
on  its  exploration  program.  Assuming 
the  company  doesn't  keep  coming  up 
with  dry  holes,  it  should  reap  hand- 
some benefits,  if  only  because  of  the 
federal  tax  laws,  says  Atkins.  "We're 
one  of  the  few  oil  outfits  that  pays 
a  real  tax  bill.  By  drilling,  we'll  get 
the  27.5%  oil  depletion  allowance  and 
what  the  oil  companies  call  the  in- 
tangible drilling  costs  for  tax  purposes. 
When  you  drill  a  well,  you  get  im- 
mediate savings  in  tax  of  about  60% 
of  the  cost."  ■ 
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A  Merrill  Lynch  guide 


For  investors 
who  like  the 
profit  potentials  — 
but  are  bewildered 
by  the  jargon. 


Some  experienced  investors  con- 
sider convertibles  "the  ideal  in- 
vestment." 

Merrill  Lynch  does  not  hold  with 
this  blanket  endorsement.  But  we  be- 
lieve the  increasing  number  of  con- 
vertible issues— particularly  in  these 
times  of  intense  merger  activity- 
makes  it  important  for  stockholders 
to  appreciate  their  potential  strengths 
and  weaknesses.  Here  are  some  of 
them: 

Who  issues  convertible  bonds, 
and  why? 

As  most  investors  are  well 
aware,  corporations  raising  new  cash 
from  the  public  have  essentially  two 
choices:  debt  financing  or  equity 
financing. 

Both  have  pros  and  cons— from 
both  the  investor's  and  the  issuing 
corporation's  point  of  view. 

Debt  financing  gives  the  bond- 
holder more  security  than  common 
stock  of  the  same  company.  And, 
barring  default,  a  steady  income  is 
virtually  assured. 

In  periods  of  high  interest  rates 
like  the  present,  bonds  obligate  the 
issuer  to  continuing  high  interest 
payments  that  can  take  a  hefty  whack 
out  of  earnings. 

Equity  financing  is  not  all  beer 
and  skittles  either.  Stocks  give  new 
investors  a  share  in  the  ownership 
and  growth  of  acorporation,  but  when 
new  common  stock  is  issued  the 
equity  of  the  present  shareholder  is 
diluted. 

Out  of  these  and  other  advan- 
tages and  disadvantages  stems  the 
growing  popularity  of  convertible 
bonds.  For  the  investor,  they  com- 
bine some  of  the  sex  appeal  of  stocks 
with  nearly  all  the  security  of  straight 
bonds.  For  corporate  managements, 
raising  capital  through  convertible 
bonds  avoids  immediate  earnings 
dilution  (but  does  not  avoid  the  pos- 
sibility of  future  dilution). 

Moreover,  since  convertible 


bonds  generally  carry  an  interest 
Coupon  notably  lower  than  that  of 
comparable  straight  bonds,  they  take 
much  less  of  a  slice  out  of  earnings. 

How  about  convertible 
preferreds? 

First,  let's  consider  straight  pre- 
ferred stocks.  In  the  corporate  capital 
structure,  they  stand  between  bonds 
and  common  stock.They  yield  a  fixed 
rate  of  income  that  must  be  paid  be- 
fore dividends  on  common  stock,  but 
after  interest  on  bonds. 

Convertible  preferreds  offer 
many  of  the  same  advantages  as  con- 
vertible bonds.  In  the  past  three  years, 
the  number  of  new  convertible  pre- 
ferred issues  has  more  than  doubled. 

How  do  convertibles 
convert? 

The  magic  number  in  any  con- 
vertible security,  bond  or  preferred 
stock  is  the  conversion  ratio— the 
number  of  common  shares  for  which 
the  convertible  bonds  or  preferreds 
may  be  exchanged. 

Convertible  bonds  are  usually 
issued  in  units  of  $1,000,  with  con- 
version ratios  of  between  fifty  and 
ten  for  one. 

Example:  the  $1,000  convertible 
bonds  of  J.  C.  Penney  carry  a  con- 
version ratio  of  20  for  1. 

For  each  JCP  convertible  you 
own,  you  are  entitled  at  any  time  dur- 
ing the  conversion  period  to  obtain 
20  shares  of  JCP  common. 

Convertible  preferreds,  of  $100 
par  value,  are  usually  issued  with 
conversion  ratios  of  between  five  for 
one  and  one  for  one.  The  convertible 
preferred  shares  of  Reynolds  Metals, 
for  instance,  carry  a  conversion  ratio 
of  2  fori. 

For  each  Reynolds  Metals  pre- 
ferred share  you  own,  you  are  en- 
titled at  any  time  during  the  conver- 
sion period  to  obtain  2  shares  of 
Reynolds  Metals  common. 


to  convertible  securities: 


Four  key  features  of 
convertible  securities 

When  Merrill  Lynch  analysts  are 
sizing  up  convertibles,  they  ask  four 
basic  questions: 

Question  One:  Is  there  a  premium 
over  conversion  value?  How  much 
is  it? 

This  gobbledygook  relates  to 
the  difference  between  the  cost  of 
the  convertible  security  and  the  cost 
of  the  equivalent  number  of  common 
shares. 

The  smaller  the  premium,  the 
more  likely  the  convertible  securities 
are  to  move  up  and  down  with  the 
price  of  the  common. 

Suppose  Able  convertible  bonds 
are  selling  at  $1,200,  and  that  they 
have  a  conversion  ratio  of  twenty  for 
one. 

Able  common  is  trading  at  $50, 
so  twenty  Able  common  shares  are 
worth  $1 ,000.  Premium  on  the  bonds: 
$200.  Premiums  over  conversion 
values  are  usually  expressed  as  per- 
centages: in  this  case,  20%.  Asking 
what  is  a  "reasonable"  premium  is 
like  asking  how  long  is  a  piece  of 
string  — but  premiums  are  valuable 
for  purposes  of  comparison. 

Suppose  there  is  a  second  com- 
pany—Baker— which  is  identical  to 
Able  company  in  every  respect  but 
one:  the  premium  on  Baker  conver- 
tible bonds  is  only  $50,  or  5%. 

The  price  of  Baker  convertible 
bonds  will  probably  follow  the  price 
of  Baker  common  like  one  roller 
coaster  following  another.  Able  con- 
vertibles and  Able  common,  however, 
probably  won't  follow  each  other  as 
closely. 

Question  Two:  What  is  the  likelihood 
of  a  "call"?  And  what  effect  will  it 
have  on  an  investor's  fortunes? 

Virtually  all  convertible  securi- 
ties are  issued  with  a  call  provision. 

Translation:  The  issuing  com- 
pany has  the  right  to  redeem  the 
securities  on  or  after  a  stated  date, 
in  exchange  for  a  stated  amount  in 


cash  which  is  usually  a  few  points 
over  par,  plus  accrued  interest  or 
dividends. 

When  a  corporation  calls  a  con- 
vertible bond  it  expects  most  holders 
to  convert  to  stock  rather  than  accept 
cash  redemption  value.  The  possi- 
bility of  call  increases  as  the  com- 
mon stock  moves  above  the  conver- 
sion price— especially  if  the  bond  is 
selling  at  or  near  the  value  of  the 
shares  for  which  it  can  be  ex- 
changed. Although  the  bond  and 
stock  usually  drop  in  price  when 
there's  a  call,  the  investor  does  not 
have  to  sell.  He  can  convert  and 
hope  the  common  stock  will  rise 
above  the  conversion  price. 

Question  Three:  How  sound  is  the 
issuing  corporation? 

This  is  a  question  investors 
naturally  ask  when  they're  buying 
straight  bonds.  Clearly,  the  ability  of 
the  corporation  to  pay  interest  at  the 
stated  rate,  and  to  redeem  its  bonds 
at  the  stated  figure  at  maturity,  is 
vital. 

Oddly  enough,  many  investors 
sometimes  neglect  to  ask  this  ques- 
tion when  buying  convertibles. 

They  concentrate  on  the  con- 
version prospects,  failing  to  remem- 
ber that  safety  of  principal  and 
secured  income  can  be  equally  im- 
portant to  other  investors— and  hence 


to  the  market  value  of  the  bonds. 

Question  Four:  What  are  the  pros- 
pects for  the  common? 

A  catchall  question,  you  say.  So 
it  is.  But  it's  just  as  important  to  get 
an  answer  when  you're  buying  a 
convertible,  as  it  is  when  you're  buy- 
ing the  common  stock  itself. 

When  you  buy  a  convertible 
security,  its  appreciation  prospects 
are  inexorably  linked  by  the  conver- 
sion ratio  to  the  price  of  the  common 
stock  into  which  it's  convertible. 

If  the  price  of  the  common  rises, 
the  value  of  your  conversion  rights 
goes  up.  So  your  convertible  security 
is  likely  to  go  up,  too.  And  vice  versa. 

Estimating  how  closely  the  con- 
vertible will  follow  the  common  is  a 
matter  of  judgment  and  experience. 
Along  with  the  foregoing  basic  ques- 
tions, it  is  one  of  a  myriad  of  factors 
taken  into  account  by  Merrill  Lynch 
analysts  when  they're  sizing  up  con- 
vertible securities. 

They  have  just  drawn  up  a  list  of 
about  100  of  these  securities,  includ- 
ing 20  Merrill  Lynch  considers  attrac- 
tive. If  your  appetite  is  whetted,  just 
clip  the  coupon. 

Investigate— then  invest. 
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Richard  E.  Farson 


As  I  See  It 


"If  I  were  in  the 

foundation-garment  business  now, 
I'd  want  to  get  into 
female  executive  placement 
instead." 


Business  and  the  nation  are  striving  to  understand  and  to  live  with  the  re- 
volt of  youth  and  the  demands  of  the  black  minority.  Long  before  these 
problems  are  solved,  predicts  a  famed  California  psychologist,  we  will  face 
a  new  revolt.  The  new  rebels:  women.  Is  the  psychologist  joking?  No,  he's 
dead  serious.  Says  Dr.  Richard  E.  Farson:  "I  think  we'll  see  within  the  next 
two  years  a  massive  rebellion  of  women  that  is  at  least  comparable  in 
magnitude  to  the  black  revolution  or  the  student  protest." 

Dr.  Farson  is  no  eccentric.  A  Ph.D.  in  psychology  from  the  University  of 
Chicago,  he  taught  at  the  Harvard  Business  School,  and  founded  the 
Western  Behavioral  Sciences  Institute  at  La  Jolla,  Calif.  He  now  is  vice 
president  for  ecological  affairs  and  dean  of  the  School  of  Design  at  Cali- 
fornia Institute  of  the  Arts  in  Los  Angeles. 

Appropriately,  FORBES  sent  a  woman  reporter  to  interview  Dr.  Farson 
—Ellen  Melton  of  our  Los  Angeles  Bureau.  Miss  Melton  told  Dr.  Farson  that 
she  hadn't  sensed  any  impending  revolt  of  her  sex.  Replied  Dr.  Farson: 
"You  are  part  of  the  problem." 


As  a  full-time  practicing  woman, 
I'm  not  aware  of  discrimination  so  se- 
vere it  could  produce  violence.  What 
are  you  worried  about? 

Farson:  Women  do  the  menial  work 
of  our  society.  Thirty-one  percent  of 
those  who  work  are  secretaries  or 
clerks;  15%  are  waitresses  or  domes- 
tics; 14%  are  factory  workers;  only 
13%  are  in  the  professions,  and  most 
of  them  are  in  such  "woman's  work" 
as  school  teaching  and  nursing.  Sixty 
percent  of  all  women  with  bachelor's 
degrees  are  housewives.  Only  two  per- 
cent of  those  earning  over  $10,000  a 
year  are  women.  In  1969  you'll  find 
some  blacks  among  the  managers  and 
executives,  but  almost  no  women. 

Women  seem  to  have  been  satis- 
fied with  these  secondary  roles  in  bus- 
iness for  a  long  time.  I  think  it's 
because  in  what  they  care  most  about 
— being  women — they're  loved  and 
indulged;  they  don't  want  to  be  lead- 
ers; and  in  entertainment,  for  example, 
many  ivomen  earn  more  than  men. 

Farson:  Those  are  just  the  comments 
we  used  to  hear  about  blacks,  before 
we  started  calling  them  blacks.  Be- 
sides, I'm  not  saying  women  feel  op- 
pressed; they  are  oppressed.  People 
don't  feel  oppressed  until  they  have  a 
vision   of   something   better.    Revolu- 


tions come  when  reforms  are  in  mo- 
tion— as  now  with  blacks  and  students. 

What  form  will  the  rebellion  initially 
take?  Will  women  boycott  Revlon? 

Farson:  I  think  massive  boycotting  of 
a  particular  cosmetic,  or  all  cosmetics, 
is  quite  plausible  to  expect.  Or  a  boy- 
cotting of  fashion.  Of  course  demon- 
strations have  already  begun:  Young 
women  have  demonstrated  against 
bridal  fairs,  against  the  Miss  America 
contest,  and  against  Playboy. 

What  has  stirred  up  the  women  at 
this  point  in  history? 

Farson:  A  new  participative  mood 
is  brewing.  People  want  to  contribute 
up  to  the  level  of  their  actual  abilities, 
not  just  what's  dictated  by  their  tra- 
ditional social  roles.  One  by  one,  each 
of  the  groups  denied  full  participation 
is  demanding  equality  of  opportunity. 
A  number  of  new  militant  organiza- 
tions are  fighting  for  the  liberation  of 
women:  Betty  Friedan's  National  Or- 
ganization for  Women,  Women's  Lib- 
eration groups  on  many  campuses. 

Most   ivomen  seem  to  ignore  the 
organized  efforts  to  improve  their  lot. 

Farson:  Revolutions  always  come  as 
the  result  of  the  work  of  a  very  small 


minority  of  the  people  affected,  as 
with  the  blacks  and  students.  Women 
are  quite  willing  to  organize  for  some- 
body else,  but  not  for  themselves. 
This  is  essentially  from  self -hate: 
They  don't  think  women  are  worth 
it,  which  is  a  result  of  the  fact  women 
are  so  demeaned  in  our  society.  Any- 
way, the  rebellion  is  not  only  going 
to  be  women  against  men,  it's  going 
to  be  women  against  everyone  who 
holds  women  back — including  wom- 
en, who  discriminate  even  worse 
against  women  than  men  do.  I  think 
we'll  call  the  Uncle  Toms  of  the 
women's   revolution   "Doris   Days." 

But  why  do  you  think  it  will  be 
a  violent  revolution?  Violence  isn't  a 
ivoman's  tactic;  guile  is,  or  tact,  or 
affection.  For  example,  women's  drive 
for  the  vote  wasn't  all  that  violent. 

Farson:  In  England  it  was  violent. 
There  were  bomb-thro  wings,  it  was 
murderous.  There  is  a  great  reser- 
voir of  rage  in  women — just  under 
the  surface.  As  things  get  worse,  this 
could  well  turn  into  violence.  If  they 
succeed  nonviolently  in  getting  equal 
rights,  there  will  be  no  violence  now. 
There  doesn't  have  to  be  a  violent 
revolution  if  we  recognize  the  prob- 
lem early  enough  and  make  the 
changes  bloodlessly.  But  look  at  our 
recent  past:  There  was  a  lot  of  agree- 
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inent  that  discrimination  against  blacks 
exists,  but  there  still  was  no  action. 
There  was  some  agreement  that  stu- 
dents should  have  a  larger  role  in 
decisions  that  affect  them,  but  still 
no  action  until  after  a  real  confronta- 
tion. With  women  it's  much  worse, 
because  the  whole  idea  of  a  woman's 
rebellion  is  laughable  to  most  people. 
So  I  think  frustrations  will  continue 
to  build  up  until  an  explosion  comes. 

What  do  women  want? 

Farson:  Freedom  from  having  to 
choose  between  marriage  and  a  career. 
They  may  want  both,  simultaneously. 
They  don't  want  dominance  over  men. 
They  want  access  to  leadership  posi- 
tions and  equal  opportunity  and  equal 
pay  for  jobs  held  by  men. 

The  business  world  has  some  un- 
attractively liard  women  executives 
already;  you'd  wish  us  more? 

Farson:  I  don't  mean  women  have  to 
leave  behind  the  womanly  roles  we 
value — her  nurturing,  aesthetic,  emo- 
tional, intuitive  qualities.  I  mean  we 
should  expand  the  dimensions  of  what 
it  means  to  be  a  person  and  a  woman 
at  the  same  time,  including  the  right 
to  exercise  leadership  and  judgment, 
the  right  to  achieve. 

Is  lack  of  sexual  fulfillment  often 
mixed  up  in  these  strivings  of  women 
you  talk  about? 

Farson:  That's  a  terrible  putdown  of 
the  woman.  It  makes  no  more  sense 
to  say  that  what  a  woman  needs  is  a 
good  toss  in  the  hay  than  it  does  to 
say  that  about  a  man.  That's  not  to 
say  both  don't  need  that.  But  it's  an 
incredibly  demeaning  comment. 

A  woman  is  fulfilled  in  her  role  as 
a  wife  and  mother.  It  just  isn't  as 
important  to  her  that  she  become, 
say,  president  of  General  Motors. 

Farson:  A  lot  of  women  don't  want 
to  be  wives  and  mothers.  But  that's 
not  the  point.  As  it  now  stands,  the 
only  way  most  women  can  gain  self- 
esteem  is  by  getting  her  man  and 
raising  a  family.  We  think  there's 
something  wrong,  with  women  who 
don't  do  that.  Women  are  trapped 
in  that  role.  It  isn't  of  central  impor- 
tance to  most  men,  either,  to  become 
president  of  General  Motors.  The  dif- 
ference is  that  the  women  who  would 
like  to  president  of  GM  are  not  going 
to  have  a  chance;  the  men  are. 

You  seem  implicitly  to  be  denying 
women's  biological  heritage. 
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Farson:  Not  at  all.  Women  are  bio- 
logically suited  for  motherhood.  But 
that's  not  the  only  thing  they're  suited 
for.  Men,  obviously,  are  suited  for 
fatherhood.  And  men  want  to  be 
fathers  as  much  as  women  want  to 
be  mothers.  But  that's  not  the  only 
thing  we  let  men  be.  Why  do  you 
think  28  million  women  are  working, 
if  they  want  to  be  mothers  so  badly? 

Child-rearing  has  been  woman's 
historic  role;  you  seem  also  to  be  deny- 
ing the  theory  of  natural  selection. 

Farson:  Quite  the  contrary.  Women 
have  always  been  the  real  industrial- 
ists. Man  has  been  the  hunter,  but 
woman  has  been  the  producer,  organ- 
izer, craftsman.  Woman's  historical 
role  is  not  simply  child-rearing. 

How  can  a  woman  work  up  to  a 
top  position  when  she  takes  time  out 
to  be  a  mother,  while  men  are  devot- 
ing all  their  time  to  their  careers? 

Farson:  We  think  it's  essential  for  the 
mother  to  be  with  the  children,  but 
not  the  father.  That's  ridiculous.  We 
let  a  father  feel  it's  okay  for  him  to 
be  away  from  his  children,  but  we 
make  a  mother  feel  guilty  about  it. 
We  need  to  redress  that  balance. 

How? 

Farson:  By  redesigning  the  work  for- 
mat, which  is  now  suited  only  for  men, 
though  a  third  of  the  work  force  is 
female.  The  male  concept  of  leaving 
your  home  for  all  of  the  daylight  hours 
just  doesn't  work  for  women.  There's 
no  reason  we  have  to  operate  our  in- 
dustries from  9  to  5.  And  I  visualize 
work  centers  that  include  child-care 


Then  &  Now.  U.S.  suffragettes  marched 
demurely  before  World  War  I  for  the 
vote,  which  they  won— after  years  of  pa- 
tient effort.  Today's  more  impatient  young 
women  use  shock  methods,  as  when  this 
Women's  Liberation  group  at  Grinnell 
College  stripped  to  protest  a  speaker 
expounding      the      Playboy     philosophy. 


units,  recreational  facilities,  even  resi- 
dences. We  must  design  a  format  that 
will  let  women  work,  become  preg- 
nant, and  bring  their  babies  to  work 
or  other  places  for  care.  Without 
penalties. 

You  see  the  revolution  affecting  pri- 
marily jobs? 

Farson:  This  revolution  is  not  just 
in  terms  of  jobs,  but  that's  what  every- 
body thinks  of  first.  Family  patterns 
also  will  change,  which  in  turn  will 
change  the  basis  of  appealing  to  con- 


How? 

Farson:  There  will  have  to  be  other 
models  than  the  nuclear  family — two 
adults  and  their  minor  children,  the 
Saturday  Evening  Post  cover  family. 
It  went  out  of  business,  too.  I  think 
some  70%  of  Americans  don't  live  in 
nuclear  families,  yet  it's  our  model. 
Our  concept  of  housing  is  an  individ- 
ual home,  with  a  yard  for  children, 
separated  by  a  few  feet  from  the  next 
house.  This  concept  doesn't  work  very 
well,  even  for  nuclear  families,  and 
not  at  all  for  the  people  outside  such 
families.  I  think  we'll  turn  to  mass- 
produced  housing  partly  designed  by 
the  people  living  in  it:  things  they 
will  build  out  of  components  them- 
selves; self-determined  housing. 

So  much  selling  is  pitched  at  wom- 
en in  their  traditional  roles.  How  will 
this  appeal  change? 

Farson:  We'll  need  an  entirely  dif- 
ferent consumer  psychology  for  wom- 
en. Current  advertising  techniques  ex- 
ploit women's  image  by  trying  to  sell 
them  products  for  the  hope  chest, 
marriage  and  the  home,  products  to 
make  them  more  attractive  to  men. 
Building  an  advertising  campaign  on 
that  framework  will  become  as  insult- 
ing as  mounting  a  campaign  in  1969 
to  sell  watermelons  to  blacks.  If  I 
were  in  the  foundation-garment  busi- 
ness now,  I'd  want  to  get  into  female 
executive  placement  instead. 

Television,  of  course,  entirely  re- 
flects the  traditional  view  of  woman. 


Farson:  There's  an  invisible  woman 
on  television.  We  rarely  see  one  who 
has  leadership,  power,  an  excitement 
about  her  that  is  not  connected  with 
family  life  or  with  a  seductive,  cos- 
metic style.  They're  not  the  limit  of 
women  any  more  than  Stepin  Fetchit 
was  the  limit  for  blacks. 

Can  ice  head  off  the  revolution? 

Farson:  We  can  find  ways  of  making 
women  leaders.  In  a  hospital,  appoint 
them  chief  of  staff  or  administrator, 
not  just  nurse  or  doctor.  In  an  orches- 
tra, name  them  conductor,  not  just 
harpist.  In  a  university,  not  just  wom- 
en's dean,  but  president.  In  business, 
not  executive  assistant,  but  executive. 

Do  you  anticipate  backlash? 

Farson:  That's  what  I  worry  about 
most.  I  think  the  first  reaction,  which 
we're  seeing  now,  will  be  to  dismiss  it 
as  laughable.  Then,  as  women  use 
both  violence  and  nonviolence  in  po- 
tent forms,  I  think  we'll  see  a  stunned 
society  for  a  time.  I'd  expect  strong, 
though  perhaps  not  well  organized, 
resistance  to  preserve  certain  male 
bastions  like  management  and  clubs. 

7;i  the  long  term,  are  you  optimistic 
or  pessimistic? 

Farson:  I'm  just  afraid  it's  still  too 
early  to  recognize  the  problem  and 
already  too  late  to  avoid  it.  The  locus 
of  the  women's  problem  is  identical  to 
the  locus  of  the  Negro  problem:  it  is 
we  who  are  the  problem.  But  in  the 
long  run,  I  think  there  could  be  a  mag- 
nificent outcome:  The  new  woman 
who  may  emerge  may  in  the  process 
liberate  man,  too.  ■ 
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Faces  Behind  the  Figures 


Is  the  Stage  Set? 

When  F.  Perry  Wilson,  Union 
Carbide's  new  54-year-old  presi- 
dent, voted  for  Richard  Nixon  last 
fall,  he  didn't  know  it  but  he  was 
voting  for  himself  as  president  as 
well.  For  when  Nixon  later  lapped 
Carbide's  Kenneth  Rush  to  be 
Ambassador  to  West  Germany, 
Wilson  succeeded  Rush  as  chief 
operating  officer  and  next-in-line 
to  Chairman  Bimy  Mason. 

The  rapid  chain  of  events  has 
left  Wilson  somewhat  breathless. 
"I'll  be  very  honest  with  you," 
he  told  Forbes  last  month.  "I 
never  dreamed  I'd  be  president. 
When  I  first  heard  about  it  I  was 
frightened." 

Actually,  Wilson  hasn't  too 
much  to  be  frightened  about. 
Things  are  looking  up  at  Carbide. 
Its  earnings  declined  from  $3.97 
per    share    in    1966    to    $2.60    in 


F.  Perry  Wilson 


1968,  due  in  large  part  to  the  de- 
layed startup  of  the  Taft,  La.  com- 
plex. "What  happened  at  Taft 
shouldn't  happen  to  a  dog,"  says 
Wilson,  adding  that  the  problems 
are  now  solved.  As  evidence  he 
points  to  Carbide's  estimated  14% 
earnings  gain  (to  about  $1.50  per 
share)  on  a  10%  sales  rise  (to  $1.4 
billion)  for  the  first  half  of  1969. 

A  steady,  knowledgeable  execu- 
tive, Wilson  is  a  chemical  engineer- 
ing graduate  from  North  Carolina 
State  and  has  worked  in  many 
parts  of  the  company,  including  the 
international  side.  Most  recently  he 
was  group  vice  president  for  chem- 
icals and  plastics  in  the  U.S. 

We  remarked  that  Carbide  still 
has  its  problems:  sluggish  chemical 
prices  and  a  long-term  lack  of  earn- 
ings growth,  among  others.  Wilson 
didn't  deny  it.  "But,"  he  said,  "I 
think  we've  set  the  stage  for  a  turn- 
around." ■ 


"Prepare  to  Repel  Boarders!" 

Rear  Admiral  Alec  Julien  Tyn- 
dale-Biscoe,  C.B.,  O.B.E.,  spent  40 
years  at  sea  before  he  retired  to 
become  chairman  of  Britain's  Blaw- 
Knox,  Ltd.,  a  manufacturer  of  ma- 
chinery. He's  a  fierce  old  English 
sea  dog,  who  comes  from  genera- 
tions of  fierce  old  English  sea  dogs, 
including  one  who  commanded  the 
man-o'-war  Mars  alongside  Nelson 
at  Trafalgar. 

As  Edward  S.  Reddig,  chairman 
of  White  Consolidated  Industries, 
has  now  discovered,  the  62-year-old 
sailor-home-from-the-sea  is  just  as 
fierce  in  a  board  room  as  he  is  pac- 
ing a  bridge. 

Reddig,  a  64-year-old  former 
certified  accountant  from  Center- 
ville,  Iowa,  built  a  tiny  sewing  ma- 
chine company  into  a  $l-billion 
conglomerate.  He  has  a  reputation 
for  toughness  himself,  which  he 
cherishes.  So,  when  Tyndale-Biscoe 
decided  not  to  renew  a  $250,000 
contract  for  technical  services  with 
U.S.  Blaw-Knox,  which  White 
owns,  Reddig  decided  to  blow  the 
admiral  from  the  water.  There  al- 
ready were  two  White  men  on  the 
admiral's  board;  Reddig  ordered 
him  to  put  on  four  more,  including 
Reddig  himself. 

Reddig  had  all  the  guns  on  his 
side.  With  sales  of  a  mere  $16  mil- 
lion, Britain's  Blaw-Knox  is  hardly 
a    torpedo    boat    compared    with 


White.  What  is  more,  through  U.S. 
Blaw-Knox,  White  owns  42%  of 
Britain's  Blaw-Knox.  It  didn't  look 
like  much  of  a  contest. 

But  a  rear  admiral  (even  retired) 
in  Her  Majesty's  Navy  doesn't  take 
orders  from  anyone,  and,  says  Tyn- 
dale-Biscoe, "I  was  just  being  given 
orders.  White  wasn't  prepared  to 
compromise.  Nor  was  I.  We  pre- 
pared to  go  to  battle  stations." 

The  58%  of  Britain's  Blaw-Knox 
that  White  doesn't  own  is  widely 
dispersed,  with  no  other  share- 
holder controlling  more  than  6%. 
Without  quite  saying,  "England 
expects  .  .  .  ,"  Tyndale-Biscoe  nev- 
ertheless appealed  to  his  stockhold- 
ers' patriotism  to  repel  the  Yankee 
invaders.  He  reinforced  this  patriot- 
ism with  the  announcement  of  pre- 
tax profits  of  $1.1  million,  up  two- 
thirds  from  the  year  before,  giving 
the  company  an  18%  return  on 
capital,  "substantially  better  than 
the  national  average  for  the  manu- 
facturing industry." 

When  the  showdown  came  at 
the  company's  annual  meeting, 
Tyndale-Biscoe  commanded  so 
many  proxies  that  Reddig  ran 
up  the  white  flag  without  firing 
a  shot. 

Winston  Churchill  used  to  say, 
"In  victory,  magnanimity."  Tyn- 
dale-Biscoe bears  Reddig  no  hard 
feelings.  He's  perfectly  willing  to 
let  White  gain  control  of  his  com- 
pany if  White  pays  for  it.  He  says: 


"I'd  like  to  see  White  either  own 
the  company  or  get  out  of  it."  And 
he  adds:  "I  think  Reddig  knows 
now  that  I'm  a  reasonable  chap, 
and  if  he  comes  and  discusses 
things  with  me  and  suggest  things, 
I'd  probably  do  them.  But  if  I'm 
given  an  order,  I  might  not."  ■ 


Alec  Julien  Tyndale-Biscoe 
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Faces  Behind  the  Figures 


Jack  the  Fail-Slayer 

Imagine,  if  you  can,  an  industry 
where  the  merchandising  was  top- 
notch  but  manufacturing  and  de- 
livery was  left  to  low-paid  clerks. 
That's  Wall  Street.  Top  salesmen 
have  earned  hundreds  of  thousands 
of  dollars  a  year,  but  the  men  who 
handled  the  mechanics  of  the  oper- 
ation were  mainly  overworked, 
low-paid  nonentities.  The  com- 
mon term  to  describe  the  latter, 
"back-office  men,"  told  all. 

No  longer.  Wall  Street's  sales- 
men were  so  successful  and  its 
back  office  so  neglected  that  a 
mammoth  backlog  resulted  that 
nearly  sank  a  number  of  big  houses. 
Today  the  back  office  has  become 
almost  as  important   as   the  front. 

Typical  of  the  new  breed  of 
back-office  men  is  R.  John  Cun- 
ningham, the  New  York  Stock  Ex- 
change's 43-year-old  executive  vice 
president,  the  Big  Board's  second- 
biggest  job.  About  a  month  ago 
Cunningham  was  able  to  notify  the 
Securities  &  Exchange  Commission 
that  the  Big  Board  was,  by  and 
large,  back  on  schedule  in  its  de- 
livery of  stock  certificates. 

Cunningham  says  that  the  Big 


R.   John   Cunningham 

Board,  using  a  very  big  stick  on 
laggard  firms,  has  reduced  "fails" 
from  $4.1  billion  last  December  to 
about  $2.3  billion  at  the  end  of 
June.  (Fails  are  failure  by  brokers 
to  deliver  or  receive  a  certificate 
within  the  proscribed  five-day 
settlement  period.) 

"We  did  it,"  Cunningham  says, 


"by  hitting  the  lagging  firms  where 
it  hurts — in  their  pockets.  We  took 
a  series  of  technical  measures 
that  will  have  a  lasting  salutary 
effect."  In  simplest  terms,  Cunning- 
ham did  things  like  restricting  the 
amount  of  business  a  firm  could 
do    when    it    had    excessive    fails. 

Cunningham  is  a  former  man- 
agement consultant  with  the  ac- 
counting firm  of  Arthur  Young  & 
Co.  who  later  was  a  senior  vice 
president  of  the  Midwest  Stock 
Exchange.  At  the  Midwest  ex- 
change he  had  set  up  a  computer- 
ized clearing  system,  giving  him 
the  perfect  background  for  set- 
ting up  a  similar  system  at  the 
Big  Board  this  spring.  Now  he  is 
looking  toward  a  series  of  projects 
for  automating  odd-lot  trading  and 
many  of  the  clerical  functions  on 
the  trading  floor.  He  is  also  study- 
ing the  possibilities  of  machine- 
processable   certificates. 

These  things  should  have  been 
done  long  ago,  but  the  stock  ex- 
change has  been  fat  and  prosper- 
ous. It  took  a  near-disaster  to 
force  the  changes.  Will  the  ex- 
change, now  the  danger  is  past, 
relapse  into  complacency?  Not  if 
John  Cunningham  has  his  way.  ■ 


Time  Rons  Short 

For  the  past  five  years  smallish 
( $57-million  revenues )  Pacific 
Southwest  Airlines  has  been  the 
wonder  of  the  airline  industry. 
Against  far  bigger  United  and 
Western,  PSA  grabbed  over  40% 
of  the  traffic  on  the  world's  most 
heavily  traveled  air  route — from 
Los  Angeles  to  San  Francisco.  But 
to  J.  Floyd  Andrews,  the  former 
fighter  pilot  who  heads  PSA,  tlie 
victory  looks  increasingly  hollow. 

"It's  like  running  a  chain  store," 
explains  Andrews.  "You  do  a  great 
job  in  one  place,  but  then  you 
have  to  move  on  to  another  if 
you're  going  to  prosper." 

Andrews'  problem:  PSA  is  cer- 
tificated to  fly  only  in  California. 
Its  bread-and-butter  route  is  only 
339  miles  long  and  returns  the 
U.S.'  lowest  revenue  per  mile  (only 
about  3  cents  vs.  7  cents  for  the 
New  York  to  Washington  shuttle). 
Hence  PSA  is  having  an  ever 
harder  time  battling  United  and 
Western  between  Los  Angeles  and 
San  Francisco.  PSA's  earnings 
have  sagged  from  $1.88  in  1966  to 


$1.33  last  year,  despite  50%  higher 
revenues  of  $57  million. 

Until  April,  Andrews  thought  he 
had    the    answer:    become   an   in- 

J.  Floyd  Andrews 
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terstate  carrier  by  acquiring  West- 
ern. But  before  PSA  could  make  a 
tender  offer  for  Western,  Las  Vegas 
entrepreneur  Kirk  Kerkorian  had 
bought  up  30%  of  the  stock,  wooed 
Western's  management  and  got 
nine  seats  on  the  21 -man  board. 
Then  Kerkorian  announced  he 
would  not  tender  his  block  to  PSA. 

Andrews'  only  other  hope  for 
longer-haul  routes  would  seem  to 
rest  in  persuading  the  Civil  Aero- 
nautics Board  to  grant  PSA  an  in- 
terstate certificate  outright,  some- 
thing it  hasn't  done  for  25  years. 

"We  think  we've  shown  we're 
good  enough  to  compete  with  the 
big  boys,"  says  Andrews.  "But  if  we 
can't  get  an  interstate  certificate, 
we'll  have  to  pull  back  into  a 
shell."  Hardly  an  appealing  pros- 
pect, with,  more  and  bigger  planes 
scheduled  for  delivery  and  United 
matching  its  flight  frequency  on 
the  Los  Angeles-San  Francisco  run. 

To  darken  the  glass  even  more, 
Kerkorian  insists  that  "there  is 
just  no  merit"  in  Western  playing 
turnabout  and  acquiring  Pacific 
.Southwest.  "What  do  you  gain  be- 
sides equipment?"  he  asks.  ■ 
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Nationwide  Consumer  Testing  Institute  reports: 

Lark's  Gas-Trap)  filter 

reduces  certain  harsh 

gases  more  than  twice 

as  much  as  ordinary 

popular  filter  brands. 


Latest  average  figures  on  gas  reduction  for  Lark 

and  13  ordinary  filter  brands  as  certified  by  the 

Nationwide  Consumer  Testing  Institute. 


50% 


40% 


30% 


474% 


20% 


LARK  85  AND  100 


BEL  AIR 

BENSON  AND  HEDGES 

KENT 

KOOL 

L6-M 

MARLBORO 

PALL  MALL 

PARLIAMENT 

RALEIGH 

SALEM 

VICEROY 

WINSTON 

WINSTON  SUPER  KING 


(Bused  on  the  overage  of  Lark  and  of  the  13  leading  cellulose-acetate-filter  brands.) 


Ourprised?  We're  not.  We've 
spent  years  in  research  and 
millions  of  dollars  developing 
one  of  the  most  effective 
filters  yet  discovered— one 
that  reduces  "tar,"  nicotine 
and  gas,  effectively. 

And  that's  why  we're  not 
surprised  that  an  independ- 
ent research  company  certi- 
fied Lark's  Gas-Trap  filter 
best  for  gas  reduction. 

Tell  someone  you  like 
about  Lark's  Gas-Trap  filter. 
They  may  appreciate  it. 


For  more  information  send  for  the  free  brochure  "Lark's  Gas-Trap"  Filter 
and  What  It  Means  to  You!'  Wnte  Lark,  P.O.  Box  44,  Brooklyn,  NY.  11202. 


^  \ 
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rmerican  industry 
can  no  longer  be 
an  asylum  for 

illiterates. 


I  )vcr  S,ooo,ooo  American  workers  have  the 
reading,  writing  and  counting  ability  of  a  4th 
Grader,  or  less. 

In  other  words,  1  oc/c  of  our  labor  force  is 
functionally  illiterate. 

Until  recently,  there  was  a  place  tor  the  il- 
literate in  industry.  Hut  now,  technology  is 
threatening  to  evict  them,  it  possible.     • 

The  problem  is,  they  can't  be  retrained.  Be- 
cause they  can't  read  the  most  elementary 
instructions. 

And  this  is  what  we're  dealing  with  at  Olin. 

Together  with  the  Board  of  Fundamental 
Education,  we  instituted  a  literacy  program  — 
and  then  a  High  School  program  — in  three  of  our 
plants,  using  company  space  and  funds. 

Despite  initial  obstacles  (principally  older  men 
who  didn't  want  to  admit  they  were  illiterate), 
we  graduated  our  first  classes  several  years  ago. 

And  so  far,  the  results  have  been  so  promising 
that  we've  broadened  the  program  to  include 


several  of  our  other  plants  as  well. 

Nearly  200  workers  have  completed  the  course. 
And,  in  two  of  the  programs,  nearly  100  attained 
their  High  School  diplomas,  with  a  few  going  on 
to  college. 

In  just  about  every  case  their  work  efficiency 
improved  dramatically. 

But  more  important  was  a  complete  shift  in 
morale.  Because  these  were  men  who  had  given 
up  every  hope  of  advancement,  proving  that  they 
could  advance. 

And  these  were  men  capable  of  growing  with 
our  company. 

We're  not  the  only  corporation  to  start  this 
program,  of  course,  but  we're  still  one  of  a  small 
minority — too  small  to  educate  the  millions  who 
will  soon  have  no  place  in  our  technological 
society. 

It's  time  for  every  company  to  start  recogniz- 
ing the  problem.  And  solving  it. 

There's  no  growth  potential  in  ignorance. 


Olin 


You  can't  tie  a  good  man  down. 

Not  for  long. 


The  FORBES  subscriber,  like  Gulliver,  gets  around. 
His  presence  is  required  at  company  councils  in  many 
places.  This  means  frequent  travel— usually  first-class 
for  executives  of  this  caliber. 

The  1969  Simmons  Report  tells  us  that  in  just  the 
past  five  years  43%  of  FORBES  readers  took  one  or 
more  foreign  trips.  That's  the  highest  concentration 
of  foreign-trip-takers  to  be  found  among  all  57  pub- 
lications studied  by  Simmons.  Compare  our  concen- 
tration with  those  of  a  few  other  magazines  carrying 
travel  advertising: 

%  of  readers  who  took  a 
foreign  trip  in  past  5  years 
FORBES  43% 

The  New  Yorker  38% 

Harper's/Atlantic  35% 

Holiday  30% 

Business  Week  24% 


And  Simmons  says  FORBES  readers  do  plenty  of  travel- 
ing in  the  U.S.A.,  too.  In  the  past  year  35%  of  them 
took  one  or  more  domestic  air  trips.  Again,  this  is  how 
the  FORBES  concentration  compares  with  someothers: 

%  of  readers  who  took  a 
domestic  air  trip  last  year 

FORBES  35% 

BusinessWeek  31% 

U.S.  News  29% 

Newsweek  28% 

Time  27% 

That's  not  all.  One  of  every  ten  FORBES  readers  took 
eight  or  more  domestic  air  trips  last  year.  That's  well 
over  a  million  flights  right  there. 

The  multi-interests  of  the  FORBES  man  keep  him  flying 
fast  and  frequently.  A  man  like  that  will  travel  far. 


Forbes:  capitalist  tool 


Faces  Behind  the  Figures 


Diversification— in  Reverse 

Burly  Burt  F.  Baynes  is  diversi- 
fying his  Bohr  Corp.  in  reverse. 
The  usual  path  is  from  an  old  in- 
dustry like,  say,  railroading,  into  a 
newer  one.  say,  aerospace  Baynes 
is  taking  Bohr  from  aerospace  into 
building  rail  cars. 

Bohr,  headquartered  in  Chula 
Vista,  Calif.,  makes  parts  for  air- 
planes, chiefly  engine  pods.  Bohr 
takes  a  busk  iet  emn'ne  and  readies 
it  for  final  assembly  by  the  airframe 
manufacturer.  This  is  an  up-and- 
down  business;  up  when  one  of  its 
customers  uets  into  mass  produc- 
tion with  a  big  order;  down  when 
the  customers'  models  begin  to 
phase  out.  As  a  result.  Bohr's  earn- 
ings have  seesawed  during  the 
Sixties  all  the  way  From  68  cents  a 
share  to  $2.59.  The  obvious  cure 
is  diversification.  But  why  into  rail 
cars  for  mass  transit?  The  way 
President  Baynes  explains  the 
move,  it  makes  sense: 

"Look  at  it  this  way.  There's  a 
technological  vacuum  in  this  indus- 


Burt  F.  Retypes 


try.  Hell,  GM  and  GE  had  to  beat 
the  railroads  on  the  head  to  get 
them  to  substitute  the  diesel  engine 
for  the  old  steam  locomotive. 
We're  going  to  bring  new  technol- 
ogy to  the  mass-transit  business. 
We're  going  to  come  up  with  im- 
provements that  will  force  the  cus- 
tomers to  buy.  We'll  make  it  a 
whole  new  ball  game." 

Anyone  who  has  dealt  with  rail- 
roads and  with  mass-transit  author- 
ities knows  that  this  is  a  tall  order, 
but  Baynes  is  off  to  a  good  start. 
Just  last  month  he  signed  a  $66.7- 
million  contract  to  build  250  rail 
cars  for  San  Francisco's  Bay  Area 
Bapid  Transit  District,  after  win- 
ning a  competition  against  two 
established  car-builders. 

Still,  Baynes  has  no  illusions.  Mak- 
ing a  profit  on  the  hotly  contested 
contract  will  take  real  manufactur- 
ing skill  and  careful  cost  controls. 
Winning  additional  contracts  will 
not  be  easy.  But  Baynes  knows  he'll 
never  solve  Bohr's  problem  of  cycli- 
cal earnings  unless  he  takes  this 
kind  of  carefully  calculated  risk.  ■ 


No  Window  Dressers 
Need   Apply 

Says  David  O.  Boone.  33:  "When 
I  got  out  of  college  in  1962,  most 
of  the  companies  I  applied  to  telt 
that  my  abilities  would  be  best 
suited  to  another  field  ot  endeavor. 
A  funn\  thing.  Quite  a  tew  ot  them 
kept  my  resume,  and  a  tew  years 
later  they  began  calling  me.  1 
guess  they  decided  1  had  somehow 
become  more  qualified." 

iless  to  say,  Boone  is  black. 
In  1963  he  went  to  work  tor  In- 
ternational Business  Machines, 
which,  unlike  mum  companies,  did 
not  need  riots  to  remind  it  that 
the  black  minority  lias  potential. 
Far  from  using  Boone  as  colored 
window  dressing,  IBM  gave  him 
a  tough  job:  office  supplies  sales- 
man in  Manhattan's  tough-bargain- 
ing diamond  district.  Boone  made 
a  go  of  it  and  was  promoted  to  sell- 
ing to  national  accounts. 

When  he  decided  to  leave  IBM 
last  year  to  set  up  a  company  of 
his  own,  Boone  was  told  by  a 
banker  friend:  "Dave,  you're  crazy. 
Stay  with  IBM  and  you'll  probably 
become  their  first  black  vice  presi- 
dent." But  Dave  Boone  borrowed 
about  S  100,000  from   some  banks 


and  financial  houses  and  set  up 
Boone,  Young  &  Associates  (with 
four  other  partners).  His  goal  was 
a  consulting-firm-cum-head-hunter 
that  would  find  black  emplovees 
in  the  $12,000-$25,000  range.  It 
would  also  help  businesses  find 
black  executives.  "We're  not  in- 
terested in  helping  companies  dress 
their  windows,"  says  Boone.  "We're 
looking  lor  jobs  where  a  black  has 
a  real  chance  of  doing  something 

and     getting    ahead.     Before    we'll 

* 
send  a   man   to  any  company,   we 

check  to  find  out  what  it  has  done 
with  the  black  people  it  already 
employs." 

Though  he  is  working  chiefly 
with  middle-class  blacks,  Boone  is 
no  stranger  to  the  problems  of  his 
race.  He  was  born  and  raised  in 
a  black  section  of  Englewood,  N.J. 
did  construction  work  and  served 
in  the  Marines  (Norfolk,  Va.). 
When  his  enlistment  was  up,  he 
worked  his  way  through  Maine's 
Bates  College,  where  he  was  a 
class  officer,  won  his  letter  in  foot- 
ball and  formed  friendships  with 
other  black  students.  They  now 
form  the  nucleus  of  his  present 
company,  which  has  offices  located 
in  New  York,  Boston,  Washington 
and  San  Francisco.  ■ 


David  O.  Boone 
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The  Money  Men 


Don't  Phone  Your  Broken  Go  to  Aqueduct! 


Adrian  C.  Israel 


Whenever  the  stock  market  starts 
sinking  and  investors  begin  to  shy 
away  from  it,  some  of  the  broker- 
age houses  get  busy,  calling  cus- 
tomers with  new  ideas  on  how  to 
get  rich  quick.  Right  now,  they're 
promoting  the  commodities  mar- 
ket. The  financial  pages  are 
sprinkled  with  ads  reading  like 
this:  "After  four  deficit  years, 
cocoa  is  approaching  the  'moment 
of  truth.' "  Just  the  other  day,  one 
newspaper  reported  that  a  com- 
modities whiz  was  starting  a  Nas- 
sau-based mutual  fund  for  for- 
eigners who  want  to  play  the 
commodities  market. 

So  Forbes  decided  to  look  into 
commodities.  We  went  to  see  the 
man  who  many  regard  as  the  best 
commodity  man  in  the  country. 
Adrian  C.  (Ace)  Israel,  54. 

Israel  wasted  no  time  in  telling 
us  what  he  thought:  "From  what 
I've  seen  of  the  commodities  mar- 
ket, almost  any  small  speculator 
would  do  better  playing  the  horses 
or  going  to  Monte  Carlo  instead  of 
playing  around  with  pork  bellies  or 
what-have-you.  At  least  at  the 
races  you  can  only  lose  what  you 
bet.  In  commodities  you  can  lose 
more  than  your  margin.  Commod- 
ity prices  can  go  down  so  fast  and 
the  margins  are  so  small  that  you 
may  have  to  put  up  more  money 
even  if  you  have  been  sold  out." 


That  wasn't  quite  the  answer  we 
expected.  Six-foot-three  Ace  Israel, 
who  is  thoughtful  but  blunt,  spent 
all  his  summers  working  in  the 
commodity  areas,  and  after  grad- 
uating from  Yale  in  1936  went 
directly  into  trading  cocoa.  He  is 
chairman  and  principal  owner  of 
A.  C.  Israel  Commodity  Co.,  Inc., 
which  was  founded  by  his  father 
in  1913  to  deal  in  cocoa,  coffee 
and  rubber  and  now  is  one  of  the 
largest  cocoa  dealers  in  America, 
estimated  to  have  an  annual  vol- 
ume of  over  $100  million.  For  a 
short  time  during  1965  and  1966, 
Israel  was  president  of  giant  Bache 
&  Co.  He  now  devotes  all  of  his 
time  to  Havenfield  Corp.,  of  which 
he  is  chairman  and  principal  part- 
ner. Havenfield  is  active  in  mer- 
gers and  acquisitions  and  runs  a 
$12-million  offshore  hedge  fund. 
Pretty  sophisticated  stuff. 

So,  you  see,  it's  not  the  complexi- 
ties or  the  sophistication  of  com- 
modity trading  that  puts  Israel  off. 
What  puts  him  off  is  the  way  the 
odds  are  stacked  against  the  small 
speculator.  The  Securities  &  Ex- 
change Commission,  the  New  York 
Stock  Exchange,  and  other  institu- 
tions make  stock-market  investing 
fairly  safe  for  the  small  investor 
and  for  the  amateur  investor.  Not 
so  in  commodities,  which  is  a  tough 
game  where  even  the  professional 


speculators  often  die  broke.  "I  can 
think  of  at  least  300  or  400  men 
who  have  become  very  rich  specu- 
lating in  real  estate,"  Israel  says. 
"Off  the  bat,  I  can't  think  of  any- 
one who  has  made  it  in  commodi- 
ties— not  over  the  long  run." 

Israel  explained  the  way  his  firm 
works.  It  serves  as  a  wholesaler,  a 
middleman,  in  certain  commodities, 
especially  cocoa,  but  also  coffee 
beans  and  raw  rubber.  That  is,  it 
buys  crops  from  the  producer  and 
imports  them,  borrowing  from  banks 
on  the  warehouse  receipts.  A  firm 
like  Israel  Commodity  may  own 
tens  of  thousands  of  tons  of  cocoa, 
and  in  a  single  season  the  price  can 
fluctuate  as  much  as  70?,  a  differ- 
ence of  $400  a  ton.  No  firm  or  group 
of  firms  could  take  this  kind  of  risk. 
So  the  commodity  dealer  holds  the 
physical  commodity,  but  sells  the 
risk  to  someone  else.  He  does  so  by 
using  the  commodity  exchange  to 
sell  contracts  for  future  delivery  of 
the  cocoa,  pork  bellies,  peanuts, 
wheat  or  whatever.  The  people  who 
buy  the  futures  contracts  may  be 
speculators.  Or  they  may  be  users 
who  may  want  to  hedge  against  a 
rise  in  the  price  of  their  particular 
commodity. 

Israel,  it  must  be  emphasized, 
is  not  speculating  himself.  The  men 
to  whom  he  sells  the  futures  are 
the  speculators.    He   realizes   they 
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are  necessary  for  the  business. 
Someone  has  to  hold  the  futures 
contracts  while  the  commodity  is 
sitting  in  warehouses  waiting  for 
users.  But  he  thinks  that  small  spec- 
ulators, amateur  ones,  the  kind  usu- 
ally recruited  by  brokerage  houses 
from  their  regular  customers,  are 
just  a  nuisance. 

It's  not  just  that  they  are  lambs 
before  the  wolves;  they  get  in  the 
way  of  the  wolves  and  prevent 
them  from  exercising  their  proper 
function.  Israel  attributes  last  sea- 
son's spectacular  rise  in  the  price 
of  cocoa,  from  28  cents  to  48  cents 
a  pound,  to  amateurs  who  were 
taken  in  by  reports  of  a  world 
shortage.  Later  on,  the  price  col- 
lapsed to  34  cents,  and  Israel  sus- 
pects that  it  was  the  amateurs  who 
were  baying  on  the  last  part  ot  the 
rise  and  selling  when  the  price  col- 
lapsed. They  were  not  only  whip- 
sawed,  but  they  disrupted  the  mar- 
ket with  the  extreme  price  swings. 
"They  end  up  losing  money,"  Israel 
complains,  "and  they  disturb  the 
market  unnecessarily." 

We  wondered  why  smart  ama- 
teurs couldn't  make  a  dollar  out  of 
all  this.  In  stocks,  too,  don't  you 
have  to  pick  the  right  ones?  Don't 
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you  have  to  know  when  to  buy, 
when  to  sell?  Yes,  says  Israel,  but 
there  are  added  risks  in  commodi- 
ties that  don't  exist  in  stocks.  One 
is  the  time  factor.  If  you  pick 
the  right  stock  but  at  the  wrong 
time  you  may  have  to  sit  for  a  long 
time,  but  you  still  have  your  equity 
in  the  company;  and  tomorrow  is 
another  day.  In  commodities  there 
is  no  tomorrow.  Once  your 
futures  contract  has  expired,  it  has 
expired.  You  have  to  take  your  loss, 
and  it  won't  do  you  any  good  if 
widget  futures  suddenly  soar.  In 
this  sense,  they  are  more  like  puts 
and  calls  than  like  stocks. 

Then  there  are  the  thin  mar- 
gins, varying  between  5%  and  10%. 
One  reason  for  the  1929  crash  was 
thin  margins;  the  market  started 
dropping,  people  were  wiped  out, 
stock  was  dumped  on  the  market, 
the  whole  thing  snowballed.  This 
can  still  happen  in  commodities. 

Israel  concedes  that  nothing  he 
says  will  prevent  a  lot  of  people 
from  playing  commodities.  "There's 
a  lot  of  money  around,  and  it 
hasn't  been  able  to  make  much  in 
the  stock  market  the  past  six 
months.  Much  of  that  money  has 
been  attracted  to  commodities. 
Take  it  from  me,  you  have  a  lot  of 
people  speculating  in  commodities 
who  don't  know  the  first  thing 
about  them." 

Israel's  advice  to  investors: 
"The  way  to  beat  inflation  is  not 
through  speculating  in  commodi- 
ties or  worrying  about  the  ups  and 
downs  of  the  stock  market.  The 
way  to  beat  it  is  to  invest  in  land 
companies  or  in  natural  resource 
companies  like  oil  and  copper,  or 
in  companies  that  are  going  to 
grow  faster  than  the  economy.  The 
airlines,  for  example — air  freight 
just  has  to  grow;  frozen  foods;  or 
service  industries;  and  some  of  the 
better  computer  software  compa- 
nies. And  I  don't  think  IBM  and 
Xerox  are  out  of  the  running  yet. 
Not  by  a  long  shot." 

Well,  we're  sorry  to  disappoint 
the  romantics  among  our  readers, 
those  who  are  looking  to  uncover  a 
sophisticated  way  to  make  money 
fast.  When  we  went  to  call  upon 
this  top-notch  commodity  man,  we 
didn't  know  he  was  going  to  recom- 
mend Xerox  and  IBM.  But  that's 
what  he  did,  and  if  Ace  Israel 
doesn't  think  commodity  specula- 
tion is  a  good  thing  for  the  average 
guy,  we  suspect  that  he's  right.  ■ 
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5670  Wilshire  Blvd. 

Los  Angeles 
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Nation's 
Largest  Federal 

GUARANTEES 
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5.25%  i 

ANNUAL  RATE 

Daily  Compounding... For 
3,4  orb  YEARS 


New  Growth  Account:  Deposit  $1000  or 
more  for  3,  4  or  5-year  term  and  earn 
guaranteed  5.25%  annual  rate,  guaran- 
teed 5.19%  yield  for  each  year  savings 
and  interest  remain.  In  emergency,  with- 
drawals can  be  made,  with  full  interest 
paid  to  end  of  previous  quarter. 

New  Income  Account:  As  above,  except 
interest  mailed  to  you  quarterly. 

Bonus  Account :  Deposit  any  multiple  of 
$1000  for  3-year  term.  Earn  .25%  bonus 
annually  over  passbook  rate  (currently 
5% ).  Bonus  paid  at  end  of  3-year  term. 

Passbook  Account:  Deposit  any  amount, 
withdraw  anytime,  and  earn  5%  current 
annual  rate,  compounded  daily,  from 
day  in  to  day  out.  Currently  yields 
5.13%  when  savings  and  interest  remain 
a  year.  Deposits  received  by  10th  of 
month  earn  from  1st  when  they  remain 
till  quarter's  end. 

Established  1925.  18  offices  in  Southern 
California.  Assets  over  $1.5  billion. 
Accounts  insured  to  $15,000  by  FSLIC. 
Special  attention  to  mail  accounts.  Send 
check  or  money  order  today. 

Member:  Federal  Savings  &  Loan  Insurance  Corporation 
Member:  Federal  Home  Loan  Bank  System 

CALIFORNIA  FEDERAL 


SAVINGS 


AND  LOAN 
ASSOCIATION 


How 

stretch 
your 
dollar 


FREE!  New  128-page  book  tells 
how  to  make  your  dollars  buy 
more!  Money-saving  secrets  in 
buying  food,  clothing,  furni- 
ture, insurance,  travel.  How  to 
borrow,  charge,  and  use  cash 
wisely.  Mail  coupon  today. 


California  Federal  Savings  Association,  Box  54087 
Terminal  Annex,  Los  Angeles,  California  90054 

□  Please  send  free  Money-Stretching  Book  and 
Cal-Fed  MAIL  SAVER? 

Please  open  account; 

□  Growth  ($1000  or  more) 

□  Income  ($1000  or  more) 

□  Bonus  (multiples  of  $1000) 

□  Passbook  ($50  or  more) 

□  Joint      □   Individual       □  Trust 

Name(s) 

Address 


City 

Amount  enclosed  $_ 
Soc.  Sec.  or  I.D.  No. 


-State. 


.Zip. 
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The  three  speeds  of 

Eastman  Dillon. 
Fast.  Faster.  Fastest. 

As  a  professional  money  manager  when  you  call  for  action, 
you  expect  it  fast.  But  often  you  ask  for  it  even  faster.  And  that's 
when  we  move  our  fastest. 

First,  because  we  have  large  capital  resources,  we  can  take 
a  position  in  almost  any  stock  you  offer  us.  Fast. 

Second,  Eastman  Dillon  has  experienced  block  traders  adept 
at  bringing  sellers  and  buyers  together  as  quickly  as  anyone  in  the 
business.  Fast. 

Third,  our  block  traders  include  three  partners  and  three 
vice  presidents  who  have  authority  to  make  instant  decisions  on  buy 
and  sell  opportunities.  And  their  orders  are  executed  with  dispatch. 

Fourth,  we  have  excellent 
distribution  facilities— 33  offices, 
coast-to-coast  and  more  than  650 
brokers  in  contact  with  thousands 
of  customers  each  day. 

To  top  it  off,  Eastman 
Dillon's  Research  Department, 
one  of  the  most  authoritative 
in  the  business,  backs  up 
our  institutional  group. 

Whichever  speed 
you  need— come  to 
Eastman  Dillon. 


Eastman  Dillon  helps  men  with  money  invest  intelligently. 

Eastman  Dillon,  Union  Securities  &  Co. 
Members  New  York  Stock  Exchange,  □  One  Chase  Manhattan  Plaza.  New  York.  NY  10005 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Days  Of  Reckoning 


The  stock  market  finally  succumbed 
to  the  various  pressures  that  have  been 
building  up  for  some  time.  The  sell- 
off  was  swift,  and  for  certain  stocks 
quite  violent.  An  autopsy  comes  too 
late  to  be  of  much  help,  but  if  we 
understand  what  has  happened,  it  may 
be  easier  to  determine  what  will  turn 
the  market  around  and  when. 

It  is  important  to  differentiate  be- 
tween two  major  causes  that  brought 
about  the  downfall.  The  first  is  the 
relentless  pressure  resulting  from  the 
Fed's  determined  anti-inflation  policy. 
The  other  is  the  bursting  of  a  huge 
bubble  of  excessive  speculation. 

There  had  been  general  agreement 
that  inflation  in  this  country  was 
accelerating  and  threatened  to  get 
out  of  control.  There  was  also  general 
agreement  that  this  situation  could 
not  be  tolerated  indefinitely,  par- 
ticularly if  the  dollar  was  to  main- 
tain its  position  as  the  standard  of 
value,  the  yardstick,  for  the  monetary 
system  of  the  entire  world.  We  know 
from  experience  that  arresting  infla- 
tion, or  even  slowing  down  its  pace, 
is  a  painful  process.  One  can  hardly 
blame  the  Johnson  Administration  or 

Mr.  Biel  is  a  partner  in  the  New  York  Stock 
Exchange  lirm  of  Emanuel,   Deetjen   &  Co. 


Congress  not  to  subject  the  country 
to  such  unpleasantness  in  a  presiden- 
tial election  year.  Hence,  nothing  was 
done  in  1968. 

First  Year  of  Presidency 

I  don't  think  that  Mr.  Nixon  and 
his  team  have  looked  forward  to  be- 
ing killjoys  by  throwing  a  wet  blanket 
over  the  economy  in  general  and  the 
stock  market  in  particular.  But  since 
the  job  had  to  be  done,  the  best, 
if  not  the  only  time  to  do  it,  is  in  the 
first  year  of  the  presidency.  That's 
when  you  can  afford  to  court  un- 
popularity without  risking  lasting 
political  damage.  Next  year  there 
will  be  a  Congressional  election,  and 
thereafter  the  President  has  to  worry 
about  his  own  future.  Therefore,  1969 
had  to  be  the  year  when  the  new 
Administration  would  give  a  virtual 
carte  blanche  to  the  Fed,  hoping  and 
praying  that  these  monetary  experts 
would  not  throw  the  economy  into  a 
tailspin  that  might  last  into  next  year. 

By  turning  off  the  money-supply 
faucet  and  closing  down  one  avenue 
of  escape  after  the  other,  the  Fed 
appears  to  have  been  successful  in 
eliminating  the  monetary  source  of 
inflation.  But  that  is  not  enough.  We 


still  have  to  contend  with  inflation 
psychology,  the  mentality  of  borrow- 
and-spend-now  because  your  money 
will  buy  less  and  less  as  time  and 
inflation  go  on.  Well,  borrowing  has 
become  difficult  as  well  as  expensive. 
By  both  talking  tough  and  acting 
tough,  with  tight  credit  policies 
bordering  on  brinkmanship,  the  Fed 
seems  to  be  making  gradual  progress 
in  dousing  overenthusiasm  and  extrav- 
agant spending  plans. 

How  much  longer  will  we  have  to 
suffer  this  ordeal?  I  don't  foresee  any 
easing  credit  until  there  is  clear  evi- 
dence that  business  is  cooling  off  and 
attitudes  begin  to  change.  Look  for 
cutbacks  of  inventories,  lower  produc- 
tion rates,  cancellation  of  capital-in- 
vestment programs,  price  cuts,  some 
increase  in  unemployment.  All  this 
may  occur  in  a  matter  of  months. 
There  is  risk  of  an  economic  over-kill, 
but  the  Fed  should  have  the  experi- 
ence and  skill  to  avoid  plunging  the 
country  into  a  serious  recession. 

It  Had  To  Come 

Excessive  speculation  always  comes 
to  a  bitter  end.  Phoneyness  has  a 
limited  life  expectancy.  The  public 
had  been  warned  time  and  again  to 
be  wary  of  new  stock  issues  of  ques- 
tionable value  and  merit.  Greed,  how- 
ever, seems  to  be  a  stronger  motiva- 
tion than  reason,  and  the  expensive 
lessons  learned  in  1961-62  have 
been  forgotten  by  1969.  By  mid- 
July  already  the  majority  of  new 
stock  issues  sold  this  year  were  sell- 
ing below  their  original  offering 
price.  Too  bad  that  some  people  got 
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Do  you  have  a 


Money 
Cushi 


ion 


t 


A  "Money  Cushion"  is  a 
many  splendored  thing 
...  it  is  what  most  of  us  need, 
some  of  us  have  and  all  of  us 
should  have. 

Quick  cash.  Your  cash. 
Ready  when  you  want  it. 
That's  a  "Money  Cushion." 

For  32  years  we  have  been 
helping  people  build  their 
"Money  Cushions".  .  .  all  sizes 

—  medium,  large  and  very 
large. 

Your  "Money  Cushion"  — at 
Fidelity  Federal  —  enjoys 
"double  safety." 

1.  Accounts  insured  to 
$15,000. 

2.  One  of  highest  reserve 
ratios  in  the  nation.  We  pay 
the  highest  interest  rate  per- 
mitted by  Federal  Regulation 
. . .  compounded  daily  —  day  in 
to  day  out.  Your  money  is 
never  "tied  up."  It  never  goes 
down  — only  up! 

Open  a  "Money  Cushion" 
savings  account  in  California 

—  we'll  make  it  grow  for  you. 
Write  for  information.  We  are 
as  close  as  your  mailbox. 


One  of 

II.H'llir       America's  Largest  «jfTv~ 
i  .  .  and  Strongest     • 


■I  EST.  1937 

Fidelity 

^ecfaia£.  savings 

AND  LOAN  ASSOCIATION 
Box   1631-22   •   Glendale,   Calif.   91209 


□  Please  send  Account  information 
and   Financial   Sfotement. 


NAME- 


ADDRESS- 
CITY 


-STATE- 


-Z  IP- 


PLEASE  PRINT 

L.__. 
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hurt,  but  they  had  been  asking  for  it. 

The  explosion  of  the  conglomerate 
myth  also  had  to  come.  Experienced 
businessmen  have  said  that  it  is  diffi- 
cult enough  to  run  one  business  well. 
How  could  the  financial  wizards  with, 
little  or  no  operating  experience  ex- 
pect successfully  to  manage  innumer- 
able unrelated  business.es? 

For  quite  a  while  they  managed  to 
fool  not  only  the  public  but  even  the 
pros.  By  constantly  making  new  ac- 
quisitions, by  leveraging  the  capital 
structure  and  by  using  questionable 
accounting  practices,  many  of  these 
newly  launched  conglomerates  suc- 
ceeded in  creating  the  image  of  a 
tremendous  growth  momentum.  The 
operating  weaknesses  will  only  now 
begin  to  show  up,  as  financing  and 
legal  problems  have  brought  the 
growth-acquisition  method  to  a  virtual 
standstill.  Whether  the  burden  of  ex- 
cessive debt  will  cause  casualties  still 
remains  to  be  seen. 

Where  Is  the   Bottom? 

According  to  many  technical  an- 
alysts, the  market  has  been  oversold 
for  some  time.  This  is  usually  cor- 
rected by  a  rally,  but  if  this  is  a  true 
bear  market,  as  is  widely  believed,  the 
mere  existence  of  an  oversold  condi- 
tion offers  no  assurance  against  a 
further  price  decline.  But  how  do 
we  recognize  a  bear-market  bottom? 

Many  learned  books  and  articles 
have  been  written  on  this  subject,  yet 
I  doubt  whether  one  should  be  too 
dogmatic.  Some  analysts  wait  for  a 
dramatic  selling  climax;  others  watch 
the  odd-lot  data  on  short  selling,  be- 
lieving that  the  small  investor  is 
usually  wrong  and  that  when  he  sells 
short  on  a  large  scale,  bottom  has 
been  reached. 

I  prefer  to  look  for  signs  that  the 
market  is  not  only  oversold,  but 
thoroughly  sold  out.  Evidence  for  this 
would  be  growing  immunity  to  bad 
news.  When  a  stock  refuses  to  go 
down  on  disappointing  earnings  re- 
ports, or  a  dividend  omission,  or  news 
of  lay-offs  and  production  cutbacks, 
then  it  is  sold  out  and  no  further 
liquidation  seems  likely.  Unfortu- 
nately, this  stage  has  not  yet  been 
reached.  The  market  as  a  whole  and 
individual  stocks  remain  extremely 
sensitive  and  respond  immediately  to 
any  unfavorable  item  that  comes  over 
the  news  ticker.  This  is  not  a  good 
sign,  but  as  prices  of  many  sound 
stocks  have  fallen  back  to  levels  that 
are  most  reasonable  by  any  standard, 
the  bottom  of  the  decline  may  not  be 
very  far  away.  The  amount  of  insti- 
tutional funds  waiting  for  the  moment 
to  be  committed  in  the  stock  market 
is  believed  to  be  large  and  growing 
daily.  ■ 


Southern  California 
Edison  Company 

DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

CUMULATIVE  PREFERRED  STOCK: 
4.08%  SERIES 
Dividend  No.  78 
25V2  cents  per  share; 
4.24%  SERIES 
Dividend  No.  55 
26y2  cents  per  share; 
4.78%  SERIES 
Dividend  No.  47 
297/8  cents  per  share; 
5.80%  SERIES 
Dividend  No.  11 
36%  cents  per  share. 

The  above  dividends  are 
payable  August  31,  1969  to 
shareholders  of  record  Au- 
gusts. Checks  will  be  mailed 
from  the  Company's  office 
in  Los  Angeles  August  29. 

PRENTISC.  HALE,  Treasurer 
July  17,  1969 


The  American  Road 
Dearborn,  Michigan  48121 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  July  10,  1969, 
declared  a  third  quarter 
dividend  of  60  cents  per 
share  on  the  Company's 
outstanding  stock,  payable 
September  2, 1969,  to  stock- 
holders of  record  July  31, 
1969. 
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For  the  21st  year, 

Shearson  chooses 

10  uncommon  values 

in  common  stocks. 


Once  again,  as  they've  done  every  year  since  1949,  our  staff 
of  securities  research  analysts  have  pooled  their  knowledge 
and  reached  agreement  on  the  10  stocks  they  consider  most  at- 
tractive to  purchase  for  the  year  ahead,  at  current  price  levels. 
In  spite  of  all  the  uncertainties  in  the  economy,  we  believe  these 
10  stocks  will  give  excellent  performances  for  investors  who 
are  interested  in  growth. 

Uncommon  Values  In  Common  Stocks  is  the  booklet  in  which 
we  name  these  stocks.  It  explains  exactly  why  we  are  enthusi- 
astic about  them,  gives  their  recent  prices,  and  outlines  our  ex- 
pectations for  business  and  the  market  for  the  next  12  months. 

We  believe  Uncommon  Values  could  help  you  make  bigger 
profits  in  the  coming  year. 

For  this  free  24-page  booklet,  mail  the  coupon  today. 


Uncommon  Values 

Shearson,  Hammill  &  Co.  Incorporated 

14  Wall  Street,  New  York,  New  York  10005 

Please  rush  a  free  copy  of  Uncommon  Values  to: 

Name 


Address- 
er ity 


Telephone. 


_State_ 


.Zip- 


Shearson,  Hammill  &  Co. 

Incorporated 
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How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

as  little  as  $5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 1 0-year  "performance  record,"  and  how 
it  may  help  you  now,  simply  write  Dept.  H-38. 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  mi8i 

Investment  Management   .    Incorporated  1936 


groWTH 


THE  INI/CSTORS  OUIDl  TO  DYNAMIC  GROWTH  FUNDS.. 


HOW  DO  YOUR  FUNDS 

COMPARE  WITH  GFG'S 

DYNAMIC  LIST? 

NO-LOADS  (No  Broker  Fee) 

BASIC  REFERENCE  DATA 

OnallGFG  listed  funds. 

PORTFOLIOS 

In  2  Dynamic  Growth  categories. 

FUND  OF  THE  MONTH 

A  small  fund  that  shows  dynamic  potential, 

CHARTS 

On  at  least  36  funds.  High,  low  and 

closing  on  log  scale,  assets,  distributions* 

inflow  of  capital-plus  transparent  indicies, 

comparators  and  %  ruler. 

DEVELOPING  FUNDS 

Listing  of  new  funds  and  follow-ups  on 
potential  GFG  supervised  listings. 

CURRENT  FUND  NEWS 
FUND  RATINGS 

Numerical  rating  revised  monthly. 

ROTATIONAL  FUND  UPGRADING 

24-PAGE  TRIAL  +  BONUS 
"NO-LOAD  VS.  LOAD" 

ALL  FOR  $1  (New  Subscribers  Only) 

Just  send  this  ad  and  $1  to: 
GROWTH  FUND  RESEARCH,  Inc. 

Dept.  F-3,  P.O.  Box  2109 

Long  Beach,  Calif.  90801 

Subscription  cannot  be  assigned  without  your  consent. 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Tail- End  Symptoms 


Early  last  month,  after  less  than 
two  weeks'  recovery,  stock  prices  start- 
ed collapsing  all  over  again,  and  the 
talk  among  investors  was  exclusively 
about  gloom  and  doom.  This  was  un- 
derstandable enough,  because  in  a 
weak  stock  market  nothing  saps  in- 
vestor morale  as  much  as  an  abortive 
rally.  Typically,  in  the  resulting  at- 
mosphere, all  eyes  focused  only  on 
the  discouraging  aspects  of  the  in- 
vestment scene,  and  there  was  vir- 
tually unanimous  agreement  that 
"no  one  knows  where  the  bottom  is 
and  that,  therefore,  common  stocks 
might  have  to  become  much  cheaper 
still  before  they  could  attract  more 
demand  than  supply. 

True,  no  one  knows  where  and 
when  a  bear  market  will  end.  But 
this  sort  of  uncertainty  is  endemic  in 
any  market,  because  some  elements 
in  the  outlook  are  always  unknow- 
able, and  it  cannot  be  made  the  pri- 
mary basis  for  a  rational  course  of 
action.  So  when  I  see  investors  make 
a  big  thing  of  the  unknowable  in 
what  seems  to  be  a  one-way  market, 
I  remind  myself  that  I'm  witnessing 
one  of  the  telltales  that  characterize 
the  tail-end  of  a  going  trend,  espe- 
cially when  that  trend  is  down.  "No 
one  knows"  is  an  excuse  for  indis- 
criminate selling,  for  blindly  follow- 
ing a  suddenly  "obvious"  downtrend. 
It  reflects  a  flight  into  maximum  irra- 
tionality, even  by  usually  sophisti- 
cated people  whose  normal  purpose 
is  to  anticipate  trend  changes  rather 
than  trend  extensions  until  "no  one 
knows"  when.  But  among  the  few 
things  we  do  know,  from  the  nature 
of  the  stock  market  itself  and  from 
corroborating  long-term  experience,  is 
that  no  trend  is  permanent  and  irre- 
versible, that  all  trends  finish  by  be- 
coming irrational,  and  that  the  irra- 
tional final  phase  tends  to  be  of  far 
shorter  duration  when  the  trend  is 
down  than  when  it  is  up. 

In  a  general  way,  therefore,  il 
struck  me  as  increasingly  clear  at 
press  time  that  the  retreat  iroir  the 
Max  highs  had  entered  its  irrational, 
and  thus  presumably  final,  stage  dur- 
ing the  first  half  of  July.  More  spe- 
cifically, just  look  at  what  touched 
oft   the   selling   waves   in   the    week 

Mr.  Schulz  is  a  partner  in  the  New  York 
Stock   Exchange   firm   ot  Wolfe   &   Co. 


after  -  Independence  Day.  Treasury 
Secretary  Kennedy  told  Congress  that 
xvage  and  price  controls  would  be 
needed  unless  the  surtax  were  re- 
enacted.  This  caused  consternation 
among  investors  even  though  it  was 
practically  certain  that  no  wage/price 
control  legislation  could  be  passed, 
whereas  it  was  far  more  likely  that 
the  surtax  would  be  back  on  the 
books  before  too  long.  A  couple  of 
days  later,  Chrysler  Corp.  announced 
retrenchments  in  its  capital-invest- 
ment program,  and  investors  took 
fright  once  more,  although  they  might 
better  have  welcomed  the  move  as 
being  precisely  the  kind  of  develop- 
ment the  Federal  Reserve  should  be 
looking  for  to  warrant  eventual  relaxa- 
tion of  its  credit-restraint  policy, 
which  has  been  the  stock  market's 
principal  bugaboo  so  far  this  year. 
Moreover,  cutbacks  of  this  sort,  plus 
operating  economies  that  can  always 
be  found  in  boom-fattened  businesses 
— to  say  nothing  of  work-force  lay- 
offs, which  would  also  tend  to  fore- 
shadoxv  an  end  to  the  credit  crunch 
— can  go  far  toward  easing  the  forth- 
coming profits  squeeze  investors  have 
been  worrying  about. 

Technical   Characteristics 

From  a  strictly  technical  stand- 
point, too.  the  post-Independence  Day 
decline  quickly  began  to  develop 
some  of  the  characteristics  normally 
associated  with  tail-end  selloffs.  There 
were  the  typical  repeated  selling- 
climax  indications  in  "breadth,"  along 
with  rising  share  turnover.  There  was 
also  what  looked  like  an  incipient 
shift  away  from  increasing  net  buy- 
ing among  the  odd-lotters  while  prices 
fell,  often  a  straw  pointing  to  a  worth- 
while price  recovery.  And  there  were 
indications  that  the  collapse  looked 
and  sounded  worse  than  it  really  was, 
with  the  Doxv  breaking  its  June  loxv 
by  a  percentage  margin  greater  than 
for  the  market  at  large  and  xvith 
the  number  of  nexv  1969  lows  on  the 
NYSE  less  than  three-fourths  of  what 
it  had  been  in  June. 

Under  these  circumstances,  and  for 
reasons  outlined  previously,  I  would 
rather  be  a  bargain  hunter  now — 
with,  for  example,  du  Pont  (130)  and 
Acme  Markets  (41)  as  candidates — 
than  be  an  indiscriminate  seller.  ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


The  Problem  Areas 


The  fact  that  major  swings  can  be  re- 
lated more  to  psychology  than  to  sta- 
tistics points  up  the  fact  that  my  mid- 
July  discussion  of  the  money  and 
credit  problem  did  not  identity  the 
other  factors  which  have  raised  the 
threat  that  May  might  be  the  high- 
water  mark  in  the  market's  yearly 
price  range. 

True,  it's  possible  to  take  the  posi- 
tion that  most  of  the  negative  argu- 
ments are  so  well  known  that  they  in 
a  sense  are  shopworn.  But  the  very 
fact  that  developments  in  each  of 
these  areas  will  contribute  to  the  com- 
ing stock-price  trend  makes  it  impor- 
tant to  define  all  the  irritants  to 
speculative  psychology. 

1.  There  is  some  question  whether 
European  security  buyers  who  last 
year  were  a  major  factor  in  the  Amer- 
ican markets  may  decide  that  their 
own  stock  markets — and/or  the  Euro- 
dollar market — are  more  profitable 
havens  for  their  capital.  While  there 
are  no  signs  that  an  important  reverse 
flow  of  funds  has  started,  there's  little 
question  but  that  the  1969  inflow  of 
European  capital  has  been  well  below 
last  year's  level. 

2.  There  also  is  a  question  as  to 
whether  today's  record-high  bond  mar- 
ket yields  will  lessen  the  long-stand- 
ing equity  bias  of  pension  fund  and 
insurance  company  security  buyers. 
As  yet,  there  is  only  slight  evidence  of 
a  shift  in  professional  investor  atti- 
tudes. But  there  are  signs  of  indi- 
vidual investors  being  tempted  more 
b|   bunds  than  stocks. 

3.  All  the  evidence  suggests  that 
our  money  managers  are  more  likely 
to  risk  too  much  restraint  rather  than 

,  chance  the  new  inflationary  spiral  that 
would  result  from  a  nearby  reversal 
of  this  year's  policy  of  credit  restraint. 
Stability,  insofar  as  it  can  be  achieved 
via  monetary  and  fiscal  policy,  is  one 
of  our  national  priorities.  Thus,  the 
stock  market  cannot  look  forward  to 
the  swift  policy  reversals  that  helped 
turn  the  tide  in  past  years. 

4.  The  determined  attempts  to  re- 
verse past  inflationary  psychology — 
the  probability  that  we  have  entered 
a  transition  period  in  our  economy — 
point  up  two  supplementary  market 
considerations:  a)  Severe  as  has  been 
the  price  correction,  there  is  no  con- 
clusive evidence  that  all  past  specu- 


lative excesses  have  been  liquidated; 
b )  many  of  the  casualties  may  be  per- 
manent, for  new  investment  attitudes 
may  develop  as  the  shape  of  the  econ- 
omy to  come  clarifies. 

5.  While  an  over-all  business  down- 
turn keeps  being  postponed,  logic 
points  to  a  slowdown  either  late  this 
year  or  next.  It's  not  just  that  mone- 
tary policy  has  been  carried  to  the 
point  where  it  will  have  its  traditional 
impact.  Rather,  beneath-the-surface 
deterioration  can  be  found  in  various 
areas.  And  profit  margins  will  be 
threatened  by  the  steady  uptrend  in 
labor  costs  per  unit  of  output. 

6.  Nothing  succeeds  like  success  in 
the  stock  market.  Thus,  there  is  a  ques- 
tion as  to  what  new  vogue  will  cap- 
ture speculative  attention.  It's  easy  to 
express  the  opinion  that  certain  groups 
have  the  promise  of  relative  indiffer- 
ence to  over-all  uncertainties.  But 
something  else  is  required  to  provide 
the  missing  leadership. 

Compromise  Policy 

What  market  policy  should  be  pur- 
sued at  a  time  when  the  case  for  an 
aggressive  interest  has  been  and  con- 
tinues to  be  on  the  defensive?  For 
some  time,  I  have  been  suggesting  a 
compromise  policy  that  revolves 
around  maintaining  well-held  posi- 
tions in  tune  with  today's  environ- 
ment. This  includes  established 
growth  companies  with  good  earnings 
visibility,  for  this  is  where  a  revived 
buying  interest  will  first  manifest  it- 
self. It  also  embraces  the  bond  mar- 
ket, which  could  be  an  area  of  capital 
appreciation  as  well  as  high  current 
income.  And  it  includes  the  relatively 
unexploited  broad-range,  big-capital- 
ization companies.  Marketability  is  a 
new  factor  in  attracting  demand. 

Meanwhile,  the  search  for  a  clue 
to  coming  price  trends  via  the  mar- 
ket's internal  mechanics  points  up 
three  considerations:  1)  So-called  resis- 
tance levels  are  usually  meaningless — 
for  all  major  swings  end  at  either  a 
new  high  or  new  low.  2)  When  com- 
parable technical  conditions  existed 
in  the  past,  the  market  almost  always 
was  at  higher  levels  six  months  later. 
3)  All  stocks  do  not  make  their  highs 
or  lows  at  the  same  time.  ■ 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 


NO  SALES  CHARGE 
NO  REDEMPTION  CHARGE 
100  %  of  your  money  is  invested 
for  you  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil  •  aerospace 

•  communications,  etc. 
Only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PUNS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


I 

I 
I 
I. 


EMPLOYEE  PROFIT  SHARING 
PENSION  PLANS 

available  with  Energy  Fund. 


RALPH  E.  SAMUEL  I  CO.,  Distributor 
Members  N.Y.  Stock  Exchange 
55  Broad  St.,   New  York  10004  Dept.  F 
(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 


NAME 

ADDRESS. 


ZIP 


CONVERTIBLES 

Convertible  Bonds  and  Convertible  Pre- 
ferred Stocks  now  currently  traded  can  be 
ignored  by  an  investor  only  to  his  own 
detriment.  In  many  cases  an  intelligently 
selected  convertible  can  sharply  limit  risk 
on  the  downside,  while  providing  just  as 
much  appreciation  as  the  common  on  the 
upside. 

Let  our  R.H.M.  Convertible  Survey — one 
of  the  largest  convertible  services  in  the 
country,  and  subscribed  to  by  bankers, 
brokers  and  institutions  throughout  the  in- 
vestment world— tell  you  the  whole  story  of 
the  convertible  bond  and  convertible  pre- 
ferred stock  and  outline  a  method  by  which 
you  can  profit  from  the  1,000  convertibles 
currently  traded. 

A  valuable  descriptive  folder  is  avail- 
able to  you  free  on  request  and  will  be 
sent  without  any  obligation.  Just  mail  this 
ad  with  your  name  and  address  to  "Con- 
vertibles" Dept.  FC-1,  R.H.M.  Associates, 
220    Fifth    Ave.,    New    York,    N.    Y.    10001. 


INVEST  $6 


for  six  months  of  OVER-THE-COUNTER  SECURI- 
TIES REVIEW,  only  monthly  magazine  on  un- 
listed stocks.  Special  features  and  departments, 
current  data  on  hundreds  of  companies.  Also, 
new  issues  and  special  corporate  closeups.  Plus 
Free  literature  service  for  company  and  dealer 
.eports.  For  full  year  subscription  (12  issues) 
send  $10.00.  Send  your  check  to: 

OVER-THE-COUNTER  SECURITIES  REVIEW 
Dept.  42  Jenkintown,  Pa.  19046 

P.S.  NEW  ISSUES— 1968:  For  the  most  com- 
prehensive closeup  on  more  than  575  new  is- 
sues offered  to  the  public  for  the  first  time  in 
1968  send  $10  additional  for  your  copy  of  NEW 
ISSUES— 1968.  S'A"  x  11"  with  durable  cover, 
completely  indexed.  Make  checks  payable  to 
Review  Publishing  Co.,  Jenkintown,  Pa.   19046. 
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TelegrowthL1 

BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 
Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH, Babson's  new  Telegraphic  Growth 
Portfolio  Service.  Dept.     F-284 


Name- 


Street  &  No. 
City 


State- 


STOCK  TRENDS 

By  Myron  Simons 


How  To  Enjoy  A  Bear  Market 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS.  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


How  nice  it  would  be  to  consistently 
sail  in  and  out  of  the  market,  selling 
stocks  near  their  highs  and  buying 
them  back  near  their  lows.  But  that's 
dreamland.  The  man  who  can  do  that 
hasn't  been  born,  and  the  computers 
haven't  found  the  secret  either. 

So  what  does  a  man  do  in  a  declin- 
ing stock  market?  Well,  there  is 
something,  even  though  it  won't  save 
him  from  that  sinking  feeling  that 
goes  with  paper  losses.  What  he  can  do 
is  own  real  "concept"  stocks.  By  this 
we  don't  necessarily  mean  yesterday's 
favorites;  some  of  these  will  never 
come  back.  We  mean  stocks  of  com- 
panies that  have  so  much  going  for 
them  that  when  the  market  does  come 
back,  they  will  resume  out-pacing 
stocks  in  general. 

By  "concept"  I  mean  a  concept  of 
vast  social,  economic  or  managerial 
changes  that  will  greatly  increase  a 
particular  company's  or  industry's 
business  and  profits.  An  example  from 
the  past  was  oral  contraceptives, 
where  the  underlying  trend  was  so 
strong  that  several  bear  markets  did 
no  more  than  interrupt  the  upward 
course  of  Syntex.  The  product  itself 
was  more  important  than  what  hap- 
pened to  the  Dow- Jones  averages. 

The  concept  can  be  a  new  product, 
a  turnaround  in  the  company's  earn- 
ing power  or  an  important  participa- 
tion in  a  new  industry.  Naturally, 
these  stocks  will  go  down  in  a  break- 
ing market  along  with  the  rest.  But 
their  comeback  doesn't  really  depend 
on  a  new  bull  market.  The  company 
is,  in  a  way,  the  master  of  its  own 
fate.  Its  fortunes  depend  on  what 
happens  within  the  company,  not  on 
the  market  itself.  If  the  concepts  are 
sound,  it's  mostly  a  matter  of  time. 
One  of  the  arts  of  the  good  fund  man- 
ager, investment  adviser  or  the  as- 
tute private  investor  is  to  be  time-de- 
pendent rather  than  marker-depen- 
dent. Don't  forget  that  fortunes  were 
made  by  holding  IBM,  Xerox,  Polar- 
oid through  thick  and  thin. 

Of  course  it  is  obvious  that  if  you 
are  going  to  make  a  profit,  you  have 
to  sell  at  a  higher  price  than  you 
bought.  For  that,  you  have  to  predict 
two  things:  1)  future  earnings  and 
2)     future    price/earnings    multiples. 

A  guest  columnist,  Mr.  Simons  is  research 
partner  with  the  NYSE  firm  of  Hirsch  &  Co. 


For.  instance,  you  buy  a  stock  that 
earns  $1  a  share  and  in  time  the  earn- 
ings double  to  $2  a  share.  You  can 
double  your  money  if  the  price/earn- 
ings multiple  stays  at  20.  But,  if  the 
future  of  the  company  looks  even 
better  than  it  did  when  you  bought  it, 
it  might  sell  at  30  times  earnings  of 
$60,  triple  the  original  investment. 

It's  obvious  that  conceptual  invest- 
ment is  quite  an  art.  It's  not  enough 
to  pick  stocks  whose  earnings  will  go 
up;  it's  just  as  important  that  people 
expect  them  to  continue  to  rise. 
You're  not  merely  buying  earnings, 
remember,  you're  buying  concept. 
And,  if  possible,  tomorrow's  concept, 
not  yesterday's. 

What  fields  will  look  better  in  the 
future  than  they  do  now?  Well,  once 
the  current  credit  crisis  is  over,  hous- 
ing and  urban  renewal,  especially 
mass-produced  housing,  will  look  bet- 
ter. So  will  pollution  control,  building 
supply,  hospitals  and  urban  transpor- 
tation. Some  of  the  companies  in 
these  fields  worth  considering  are: 

General  Signal,  which  has  been  gen- 
erally considered  a  railroad  equipment 
manufacturer,  derived  only  20%  of  its 

1968  volume  from  this  field.  It  has 
diversified  into  pollution-control  equip- 
ment, mass  transit  and  rail-control 
equipment,  and  hydraulic  controls.  I 
expect  1969  per-share  earnings  to 
reach  the  $3.50  level. 

Aqua-Chem  is  the  world's  leader  in 
desalination    equipment.     I    estimate 

1969  fiscal  earnings  at  $1.25. 
There  are  many  interesting  compan- 
ies in  the  hospital  supply  field,  includ- 
ing   Baxter    Laboratories,    Sherwood 
Medical  and  Abbott. 

An  interesting  turnaround  in  earn- 
ings could  be  accomplished  by  Allied 
Chemical,  whose  recent  past  has  been 
far  from  exciting.  But  there's  a  new 
management,  and  this  year's  earnings 
should  show  an  increase  to  $2.20 
from  last  year's  $1.47. 

Being  in  stocks  like  these  may  not 
make  a  bear  market  enjoyable.  But  un- 
less you're  a  real  genius  at  trading — 
and  very  few  are — forget  the  dream 
of  buying  at  bottoms  and  selling  at 
tops;  too  often  you'll  end  up  doing 
the  opposite.  Instead,  find  yourself 
some  sound  concepts  and  stocks  that 
fit  them,  and  stay  with  them  as  long  as 
they're  sound.  ■ 
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Open  letter  to  Mr.H:  "Investor" 

(background)  Recently  we  received  a  letter  from  a  Mr.  H  in 
Miami,  Florida.  Businessman  Mr.  H  had  taken  a  trial  subscription 
to  The  Value  Line  Investment  Survey.  However,  he  had  a  complaint. 
We  sent  him  too  much  information  and  too  many  charts.  Mr.  H 
said  he  was  just  interested  in  the  names  of  stocks  and  why  Value  Line 
felt  they  would  go  up  or  down,  or  might  be  or  might  not  be  a  good 
buy.  Mr.  H's  attitude  is  the  same  as  many  other  investors.  So  while 
we  have  already  sent  a  letter  to  Mr.  H,  we  think  his  reaction  to  our 
service  deserves  another  response  from  us —but  this  time  ...in  public. 
We  believe  it  is  important  for  him  and  for  all  the  investors  who  feel 
as  Mr.  H  does.  Those  investors  who  care  about  reliable,  intensive 
research  should  also  find  the  following  letter  of  interest. 


"N 


DEAR  MR.  H: 

If  you're  looking  for  tips  on 
the  stock  market,  you  won't  find  them  at  Value  Line. 
You  will  just  have  to  try  another  source.  But  if  you 
seek  impersonal,  objective  evaluation  of  1400  common 
stocks  weekly,  The  Value  Line  Investment  Survey  may 
be  able  to  help  you. 

Essentially,  Value  Line  rates 
each  of  1400  stocks  for  probable  market  performance, 
relative  to  all  the  others,  within  three  defined  time 
periods:  the  next  twelve  months,  3-5  years  from  now 
and  for  the  very  long  term  (beyond  five  years). 

Within  these  periods  all 
stocks  are  rated  from  I  (Highest)  to  V  (Lowest)  for 
three  attributes:  performance  in  the  next  12  months, 
appreciation  potential  in  3-5  years  and  income  (yield) 
for  the  next  12  months.  All  stocks  are  also  graded  A 
plus  to  C  minus  for  the  attribute  of  quality,  which 
means  dependability  over  the  very  long  term  for  growth 
and  stability. 

Ratings  of  probable  future 
price  performance  are  based  almost  entirely  on  funda- 
mentals. These  ratings  are  not  infallible.  But  they  have 
been  accurate  in  such  a  high  percentage  of  cases  — 
for  reasons  that  are  logical  —  that  you  owe  it  to  yourself 
to  check  the  stocks  you  are  holding  and  the  stocks 
you  may  wish  to  buy  or  sell  against  the  Value  Line 
evaluations. 

Therefore,  if  you  are  inter- 
ested in  income  you  might  prefer  to  inves't  in  a  stock 
Value  Line  rates  I  for  yield  in  the  next  12  months. 
But  a  friend  of  yours  might  be  interested  in  appreciation 
potential  in  3-5  years.  So  he  might  prefer  a  stock  which 
Value  Line  rates  I  in  that  respect.  This  same  stock  may 
be  rated  V  for  income  in  the  next  1 2  months,  but  your 
friend  does  not  care  ...  his  prime  objective  is  apprecia- 
tion. 

In  other  words,  Value  Line 

makes  an  objective  evaluation  .  .  .  then  you  take  it  from 
there,  depending  on  your  personal  objectives. 

Value  Line  uses  a  unique 
method  of  assigning  an  index  number  to  its  four  weekly 
ratings.  By  weighting  these  index  numbers  to  accord 
with  your  own  personal  investment  goals,  you  can  gauge 
how  suitable  any  one  of  the  1400  stocks  is  for  you  now. 

Investing  is  an  individual 
endeavor.  What  may  be  good  for  you  is  not  necessarily 
good  for  the  next  investor.  No  advisory  service  can 
make  a  blanket  statement  on  any  stock  which  will  be 
applicable  to  every  investor.  That  is  why  Value  Line 


rates  each  of  the  1400  stocks  weekly  on  their  four  main 
attributes  within  three  time  periods. 

Each  week  the  Ratings  & 
Reports  section  of  Value  Line  provides  full-page 
research  reports  on  about  1 00  stocks  or  more  in  several 
industries ...  a  total  of  4  full-page  reports  on  each  of  the 
1400  stocks  yearly.  The  Summary-Index  lists  the  rat- 
ings of  all  1400  stocks  weekly.  The  8-page  Selection 
&  Opinion  section  makes  editorial  comments  weekly 
on  the  national  economy  and  the  stock  market  in 
general.  And— to  help  those  who  want  specific  guidance 
—this  section  also  provides  Value  Line's  analysis  of  an 
especially  interesting  industry  and  its  selection  of  the 
best  situated  stocks  in  it . . .  plus  Value  Line's  Espe- 
cially Recommended  Stock  of  the  week  (or  Special 
Situation  of  the  month).  As  a  subscriber  to  Value  Line 
you  also  receive  Value  Line's  monthly  Special  Report 
on  "insider"  transactions  and  the  quarterly  Special 
Report  on  mutual  fund  transactions. 

bonus  «With  the  annual  or 
3-month  trial  subscription,  Value  Line  will  ship  you 
immediately  its  2-volume  Investors  Reference  Library, 
which  will  give  you  the  latest  full-page  reports  on  all 
1400  stocks  that  have  been  published  prior  to  your 
subscription.  With  Value  Line  you  will  make  your  own 
decisions  based  on  Value  Line's  objective  appraisals. 

MONEY-BACK  GUARANTEE'If 

you  are  dissatisfied  with  Value  Line  for  any  reason, 
return  the  material  within  30  days  for  a  full  and 
prompt  refund. 

In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The 
Value  Line  Investment  Survey,  we  cannot  make  the  $5  trial  for  four 
weeks  of  service  available  to  those  who  have  already  had  such  a 
trial  within  the  past  six  months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


□  3-MONTH  TRIAL-J  44 
(13l~ 


I  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
O  Payment  enclosed  O  Bill  me 


□  FOUR-WEEK  TRIAL-J5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 


.  AA16-39 


City. 


.State. 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

The  Value  Line  Investment  Survey 
Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  East  44th  Street  •  New  York,  N.Y.  10017 

(No  assignment  of  this  agreement  w/l(  be  made  without  subscriber's  consent.) 
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A  SPECIAL 
INVESTMENT 
MANAGEMENT 
SERVICE 

Creative,  vital  management,  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios. 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager/ 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  an 
agreed  fee  basis. 

You  are  invited  to  write 
fora  complete  description  of  our 
Investment  Management  Service. 
Address  Department  IM-F. 


!B 


LOEB,  RHOADES  &  CO. 

Members  New  York  Stock  Exchange 
and  other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Foreign  Securities  Primer 


Perhaps  the  most  important  develop- 
ment that  has  taken  place  in  the  secu- 
rities industry  since  World  War  II  has 
been  concern  with  the  training  and 
education  provided  for  account  execu- 
tives. Most  of  the  larger  firms  in  the 
industry  have  a  comprehensive  course 
that  must  be  taken  by  anyone  wishing 
to  become  a  broker.  In  this  connec- 
tion, one  of  the  major  firms  in  the 
industry,  which  is  preparing  a  primer 
for  its  trainees,  has  paid  me — un- 
doubtedly due  partly  to  my  work  for 
Forbes — a  very  great  compliment: 
They  have  invited  me  to  prepare  a 
chapter  on  foreign  securities. 

Regrettably,  just  going  into  a  very 
minimum  comprehensive  survey  of 
the  current  securities  markets  would 
be  more  appropriate  for  a  Ph.D.  thesis 
than  for  a  short  chapter.  But  the  as- 
signment was  a  challenge;  it  made  me 
think — and  prepare  for  my  own  bene- 
fit a  few  elementary  pitfalls  investors 
may  fall  into  when  they  first  venture 
into  the  broad  field  of  foreign  securi- 
ties, however  well-versed  they  may  be 
in  domestic  investments. 

To  begin  with,  let  us  not  take  for- 
eign securities  as  being  a  species:  It 
is  a  very  broad  category  to  which 
many  weird  and  wonderful  species 
belong.  The  category,  obviously,  in- 
volves such  varied  markets  as  that  of 
Canada,  so  near  to  us  both  in  geog- 
raphy and  technique,  and  the  secu- 
rities markets  of  Tokyo  and  Sweden, 
as  different  as  can  be  from  one  an- 
other and  from  us. 

Forgive  me  if  I  express  principles 
so  almost  elementary  as  to  be  obvious. 
But  I  have  found  in  many  years  of 
experience  that  it  is  precisely  because 
of  overlooking  these  very  elementary 
principles  that  most  slips  occur. 

Major  securities  markets  exist  in 
many  countries.  Among  the  greatest  of 
the  pitfalls  confronting  American  in- 
vestors can  be  the  price  at  which  a 
foreign  security  is  selling  as  expressed 
in  terms  of  U.S.  dollars.  In  this  coun- 
try, our  conception  of  the  so-called 
"penny  stocks"  seems  automatically  to 
assume  that  any  stock  selling  at  a  low 
price  is  of  a  speculative  nature,  per- 
haps belonging  to  the  almost-rubbish 
class.  This  is  not  the  case  abroad.  In 
Japan,  for  instance,  it  is  customary  for 
first-class  blue  chips  to  sell  at  prices 
ranging  from  20  cents  to  70  cents  per 


share.  In  England,  $2  to  $8  is  the  price 
range  in  which  most,  but  by  no  means 
all,  investment-grade  stocks  sell.  For 
example,  the  stock  of  the  giant  world- 
wide chemical  combine,  Imperial 
Chemical  Industries,  is  selling  at 
around  $7  per  share.  English-regis- 
tered shares  of  Unilever  Ltd.  are  sell- 
ing at  around  $6  a  share,  while  the 
shares  of  FW.  Woolworth  Ltd.,  the 
very  profitable  English  subsidiary  of 
our  own  5-and-10  chain,  sell  at 
around  $2  per  share.  By  contrast, 
there  are  very  few  Swiss  stocks  selling 
below  $1,000  per  share;  the  shares  of 
the  Hoffman  LaRoche  pharmaceutical 
combine  are  quoted  in  the  area  of 
$40,000  per  share.  Neither  the  very 
high  price  of  the  Swiss  stocks,  the 
medium  low  price  of  English  stocks  or 
the  price  expressed  in  pennies  of  a 
Japanese  security,  can  in  any  way  be 
regarded  as  an  indication  of  the  qual- 
ity of  the  investment. 

It's  All  Relative 

This  elementary  principle  becomes 
important  when  we  look  at  the  price 
changes  of  a  foreign  stock.  We  are 
used  to  the  fact  that  on  our  own  stock 
markets,  prices  change  by  a  minimum 
of  eighths  of  a  point,  or  12Y2  cents.  In 
many  overseas  markets,  the  change  in 
price  can  be  of  the  magnitude  of  a 
penny  or  of  a  fraction  of  a  penny.  Not 
only  investors,  but  even,  sometimes, 
their  professional  advisers,  frequently 
forget  that  what  counts  is  not  the  ab- 
solute size  of  a  price  differential,  but 
the  change  expressed  as  a  percentage 
of  the  original  price.  Not  long  ago,  I 
saw  American  investors  buying  a  first- 
class  Australian  investment  at  around 
$1  per  share.  Unfortunately,  while 
this  stock  was  a  good  investment  at 
that  price,  its  marketability  in  relation 
to  American  demand  was  small,  and 
American  buyers  "chased"  the  stock 
up  to  over  $2  per  share  on  the  basis 
that  the  stock  had  "only  gone  up  a 
point,"  forgetting  that  it  had,  in  fact, 
doubled  in  price.  Too  elementary? 
Perhaps.  But  this  is  precisely  the  sort 
of  thinking  that  leads  investors  astray 
every  day  of  the  week. 

Obtaining  information  on  foreign 
securities  is  not  necessarily  easy. 
Many  of  the  international  companies, 
such  as  Philips  Gloeilampen,  Unilever 
and  Royal  Dutch  of  Holland,  Ericcson 
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Telephone  of  Sweden  and  the  Rank 
Organisation  in  England,  to  mention 
just  a  few,  have  a  format  of  reporting 
their  figures  that  closely  approximates 
accepted  American  standards,  and  is 
far  in  excess  of  the  legal  requirements 
of  the  country  concerned.  I  do  not 
know  of  any  country  where  legal 
minimum  requirements  of  reporting 
are  as  stringent  as  in  the  U.S.  The 
British  Companies  Acts  require  fairly 
full  reports  from  English  companies. 
but  by  no  means  as  full  as  our  own 
requirements;  and  in  the  case  of  Ger- 
man, French  and  Belgian  companies, 
minimum  requirements  are,  regret- 
tably, very  minimal  indeed. 

Generalize  at  Your  Own  Risk 
In  his  column  my  colleague,  Sid 
Lurie,  gives  you  advice;  and  among 
the  soundest  advice  that  he  gives  is  a 
piece  that  cannot  be  repeated  often 
enough:  'This  is  not  a  stock  market; 
this  is  a  market  for  stocks."  I  am  try- 
ing to  say  very  much  the  same  thing 
in  relation  to  foreign  securities.  Do 
not  even  attempt  to  group  them  to- 
gether and  to  generalize,  but  try  to 
look  at  the  securities  of  each  country 
and  at  each  individual  security  sepa- 
rately— and  with  critical  eyes.  It 
should  be  almost  axiomatic  that  be- 
fore one  considers  investing  in  a  for- 
eign security,  the  potential  should  be 
much  greater  than  the  potential  to  be 
found  in  a  strictly  comparable  Ameri- 
can investment.  Geographic  distance, 
even  in  this  modern  age,  plus  the 
possible  difficult)  of  getting  exact  de- 
tails of  the  company's  progress,  make 
it  more  difficult  to  follow  the  perfor- 
mance of  the  foreign  corporation  than 
its  American  counterpart. 

The  political  climate  abroad  is,  of 
course,  a  primary  factor  in  deciding 
whether  the  potential  of  the  invest- 
ment outweighs  the  risks  involved, 
and  here  again,  each  country  has  to 
be  judged  differently.  Investment  in 
England,  for  instance,  entails  the  pos- 
sible risks  associated  with  a  govern- 
ment of  the  Left,  which — though  not 
as  great  as  it  has  been  in  the  past — 
may  lead  to  nationalization  of  certain 
industries,  as  it  did  a  few  years  ago  in 
the  case  of  the  British  iron  and  steel 
industry.  Certainly,  stockholders  were 
compensated;  nevertheless,  it  is  a  risk 
that  has  to  be  considered.  The  polit- 
ical risks  for  American  investors  are 
almost  nil  in  Germany;  were  very  real 
in  Gaullist  France;  and  are  almost  ex- 
cessive in,  say,  Peru.  In  some  in- 
stances, this  risk  is  nominal.  In  others, 
it  is  a  major  factor. 

Thus  I  said  in  three  columns  what 
should  be  expressed  in  one  sentence: 
Look  at  each  case  individually  in  re 
lation  to  its  country  of  origin,  its 
price  and  its  possible  attraction.  ■ 


STEELMET,  INC. 

has  acquired  the  assets  and  business  of 

Metals  Processing  Company 

and  its  affiliates 

Philip  L.  Buxton,  Inc. 
L.  L.  Cohen  Company,  Inc. 


The  undersigned  assisted  in  this  transaction 


Scheinman,  Hochstin  &  Trotta 

Incorporated 


June  1969 


KEYSTONE  CONSOLIDATED  INDUSTRIES,  INC. 
COMMON  STOCK  DIVIDEND 


No.  196 


Declared  By  The  Board  of 
Directors  On  July  15,  1969 

AMOUNT:  50c 

RECORD  DATE:  August  1,  1969 
PAYABLE:  September  2,  1969 


KEYSTONE 

CONSOLIDATED 

INDUSTRIES,  INC. 

Peoria,  Illinois 

61607 

SINCE  1889 


(Formerly  KEYSTONE  STEEL  &  WIRE  COMPANY) 


STEEL  AND  OTHER  QUALITY  PRODUCTION 
FOR  GROWING  MARKETS  THROUGHOUT  THE  WORLD 


MIDWESTERN  GAS 

TRANSMISSION    COMPANY 

HOUSTON, TEXAS 


DIVIDEND 
NO.  25 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  25i  per  share  on 
the  Common  Stock,  payable  September 
16,  1969,  to  stockholders  of  record  on 
August  22,  1969. 

M.  H.  COVEY,  Secretary 
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NOW.  .  .  COMPUTER  BASED 
SUPERVISION  FOR  YOUR 
PORTFOLIO  OF  $10,000- 
$100,000. 

Roger  E.  Spear,  Investment  Advisor,  has  de- 
veloped a  practical  way  for  your  portfolio  to  be 
put  under  professional  supervision.  Serving  cli- 
ents in  all  50  States  and  21  foreign  countries, 
Spear  &  Staff  employs  the  skills  of  investment 
specialists,  expert  research  and  third  genera- 
tion computer  facilities  to  analyze  facts  and 
help  make  timely  decisions. 

Mr.  Spear's  Decision  Management  Plan  has 
proved  particularly  helpful  in  achieving  con- 
servative capital  growth  for  busy  people  who 
appreciate  the  risks  and  seek  the  rewards  of  a 
professionally  managed  common  stock  port- 
folio. 

For  complete  information  send  for  our  32-page, 
complimentary  booklet,  "Declare  Your  Own 
Dividends." 

SPEAR  &  STAFF,  INC. 

Investment  Management  Div. 

Dept.  MF-801 

Babson  Park,  Mass.  02157 

Please  mail  to  me  at  once  your  complimentary 
32-page  booklet  "Declare  Your  Own  Divi- 
dends." Confidentially  my  account  would 
amount  to  $ 

NAME 


STREET- 
CITY 


STATE. 


_ZIP_ 


T.  ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

HO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center,  Dept.B 
Baltimore,  Md.  21201 


THE  FUNDS 


Ever  the  Twain  Shall  Meet 

It  was  hardly  surprising  when  the 
Government  Employees  Insurance  Co. 
group — which  years  ago  dropped  the 
sales  restriction  suggested  by  its  name 
— announced  plans  recently  to  acquire 
Putnam  Management  Corp.,  manager 
of  eight  mutual  funds.  The  GEICO 
group  will  form  a  holding  company, 
Government  Employees  Group  Inc., 
to  take  over  its  five  companies  and 
Putnam.  GEICO,  in  effect,  will  be 
the  parent,  with  Putnam  President 
George  Putnam  becoming  a  vice  chair- 
man and  head  of  the  investment  com- 
mittee of  the  holding  company. 

This  kind  of  thing  is  going  on  all 
over  the  lot.  Insurance  companies 
buying  mutual  funds  and  vice  versa. 
Suddenly,  both  industries  have  come 
to  realize  they  are  in,  essentially,  the 
same  business:  the  collecting  and  in- 
vesting of  money.  The  GEICO  group 
is  best  known  for  its  highly  success- 
ful mail-order  car-insurance  business, 
but  it  also  has  built  a  substantial  life 
insurance  business.  Lorimer  A.  David- 
son, GEICO  chairman,  puts  it  plainly: 
"Our  life  agents  want  to  sell  mutual 
funds.  If  we  don't  provide  them  with 
the  merchandise,  they're  going  to  go 
somewhere  else." 

But  it's  a  nice  arrangement  to  be 
forced  into.  "  We  have  over  2  million 
customers  [for  car  insurance,  home- 
owners' insurance,  car  financing  and 
small  loans  as  well  as  life  insurance], ' 
Davidson  adds.  "I  suspect  that  many 
of  them  will  some  day  buy  mutual 
funds.  The  Putnam  group  has  some- 
thing like  335,000  stockholders.  I  sus- 
pect many  of  them  will  buy  GEICO 
insurance  or  do  business  with  our 
finance  companies."  David  L.  Kree- 
ger,  GEICO  vice  chairman,  says  the 
company  can  put  its  direct-mail  tech- 
nique to  work  selling  fund  shares.  "We 
can  do  it,"  he  says.  "The  only  question 
is  how  extensively." 

Ready-Made 

GEICO  also  has  its  eye  on  the 
850  registered  representatives  that 
Putnam  employs  directly.  They  can 
easily  stick  life-insurance  forms  in 
their  briefcases.  "That  type  of  or- 
ganization intrigues  us,"  says  David- 
son. Putnam  has  something  else  that 
GEICO  can  use:  money  managers. 
The  Putnam  Growth  Fund  has  dou- 
bled its  net  asset  value  per  share  in 
the  last  six  years.  The  Putnam  talents 
will  now  be  put  to  use  in  managing 
GEICO's  securities  portfolio.  "If  you 
had  the  best  doctor  in  town  living 
in     your    building."     says    Davidson, 


"you'd  be  a  fool  if  you  didn't  call  him 
when  you  needed  medical  help." 

The  GEICO  portfolio  needs  help. 
"GEICO's  investment  policy  is  atro- 
cious compared  with  other  insurance 
companies,"  says  an  industry  analyst. 
Some  $69  million  of  GEICO's  $230- 
million  securities  portfolio  is  in  com- 
mon stocks.  One-third  of  that  is  in 
utilities.  The  rest,  in  the  words  of  the 
critical  analyst,  "is  the  Dow-Jones  in- 
dustrial average  without  the  growth 
stocks." 

'  •  For  the  last  ten  years,  GEICO  has 
held  onto  such  slow-moving  Dow 
stocks  as  American  Can,  General  Mo- 


Davidson  of  GEICO 

tors,  Jersey  Standard  and  Woolworth, 
where  without  taking  any  greater  risk 
it  could  have  bought  faster  ones  like 
Eastman  Kodak,  General  Foods,  Proc- 
ter &  Gamble  and  Sears,  Roebuck. 
And,  of  course,  with  such  an  ultra- 
conservative  investment  policy,  there 
was  no  room  at  all  for  the  market's 
top  performers  of  the  last  ten  years — 
IBM,  Xerox  and  Polaroid. 

Davidson,  66,  takes  such  criticism 
good-naturedly.  "I  have  a  very  good 
friend,"  he  says,  "who  describes  our 
portfolio  as  one  managed  by  little  old 
ladies  in  tennis  shoes."  He  adds,  "As 
a  matter  of  fact,  we've  always  wanted 
to  buy  Kodak,  but  the  price  was  al- 
ways too  high." 

Davidson  is  well  aware  that 
GEICO's  talents  have  never  been  in 
the  investment  field.  "We  operate  to 
make  a  profit  on  our  insurance  busi- 
ness; we  don't  operate  a  closed-end 
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NEW  ISSUE 


July  8,  1969 


700,000  Units 


Pennsylvania  Life  Company 

700,000  Shares  of  Common  Stock 

and 

700,000  Warrants  to  Purchase  Common  Stock 


Price  $46  Per  Unit 


This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy 
these  securities.  The  offering  is  made  only  by  the  Prospectus,  copies  of  which  may  be  obtained 
in  any  State  from  such  of  the  undersigned  as  may  lawfully  offer  these  securities  in  such  State. 


Smith,  Barney  &  Co. 

Incorporated 


Drexel  Harriman  Ripley 

Incorporated 


Blyth  &  Co.,  Inc. 

Glore  Forgan,  Wm.  R.  Staats  Inc. 

Hornblower  &  Weeks-Hemphill,  Noyes 

Lehman  Brothers  Paine,  Webber,  Jackson  &  Curtis 

Stone  &  Webster  Securities  Corporation     Wertheim  &  Co.     Dean  Witter  &  Co. 


Goldman,  Sachs  &  Co. 
Kidder,  Peabody  &  Co. 

Incorporated 


Incorporated 


FORBES,  AUGUST  1,  1969 


67 


investment  company,"  he  argues.  It's 
certainly  true  that  competitors  like 
Travelers  and  State  Farm  have  re- 
ported huge  underwriting  losses  in 
recent  years.  GEICO,  selling  directly 
with  no  sales  commissions  to  pay,  has 
always  turned  in  a  good  underwriting 
profit.  In  other  words,  it  hasn't  needed 
stock-market  profits  to  bail  it  out. 

But  this  may  be  changing.  GEICO's 
pretax  underwriting  profit  has  fallen 
59%  in  the  last  two  years,  pulling 
total  earnings  down  10%  to  $1.54  a 
share.  GEICO  hopes  for  an  increasing 
willingness  by  the  states  to  allow  rate 
increases  following  the  car-insurance 
industry's  1968  disaster,  when  its 
combined  ratio  of  losses  and  expenses 
equaled  104%  of  its  premium  income. 
And  GEICO  may  be  able  to  get  big- 
ger increases  than  its  competitors  since 
its  rates  are  as  much  as  25%  below 
those  of  old-line  companies  like  Aet- 
na. But  the  improvement  will  take 
time,  and  Davidson  expects  GEICO's 
1969  ratio  to  be  about  where  it  was 
last  year — 95%. 

Thus,  a  better  capital  gains  show- 
ing on  GEICO's  investment  portfolio 
will,  come  in  very  handy  if  the  Put- 
nam portfolio  managers  can  swing  it. 

Look  at  the  basic  situation:  an  in- 
surance industry  beset  by  low  rates 
and  by  inflation;   a  mutual  fund  in- 


dustry looking  for  expansion.  It's  not 
surprising  that  mergers  like  this  are 
taking  place.  The  only  surprise  is  that 
there  weren't  more  of  them.  And 
much  sooner. 

Gluttons  for  Punishment 

If  Congress  succeeds  in  nibbling 
away  at  the  tax-exempt  privileges  of 
state  and  municipal  bonds,  as  pro- 
posed last  month,  it  hardly  will  be 
a  mortal  blow  to  the  tax-exempt- 
bond  funds. 

The  proof  is  in  the  funds'  record. 
While  the  brutal  bear  in  bonds  was 
practically  killing  all  interest  in  cor- 
porate-bond and  preferred-stock  funds 
(  Forbes,  Sept.  1 ) ,  the  two  major 
underwriters  of  the  tax-exempt  funds 
were  successfully  marketing  new  ones. 

John  Nuveen  &  Co.,  bringing  out  a 
new  fund  on  the  average  of  every 
4?2  months  over  an  eight-year  period, 
has  sold  funds  with  a  total  initial 
value  of  $240  million.  A  group  in- 
cluding Goodbody  &  Co.,  Bache  & 
Co.  and  Walston  &  Co  has  brought 
out  a  total  of  $145  million  worth. 
The  latest  Goodbody-Bache-Walston 
offering,  $6  million,  sold  out  in  two 
days  last  month  rather  than  in  the 
usual  three  to  five  weeks.  "  A  lot  of 
people   buy   every   fund   that   comes 


out,"  says  Goodbody  special  partner 
Norman  I.  Schvey. 

Considering  what  has  happened  to 
bond  prices,  it  is  not  surprising  that 
the  shares  in  all  21  of  Nuveen's  funds 
recently  sold  below  their  original 
offering  price  and  the  shares  of  seven 
of  them  have  never  exceeded  the  in-- 
itial  level.  Investors  who  paid  $100.55 
for  shares  in  Nuveen's  first  fund  in 
1961,  have  seen  the  price  drop  to  a 
recent  quotation  of  $74.56.  Now  on 
top  of  this  is  the  threat  of  paying 
•taxes  on  some  portion — varying  with 
the  individual  investor — of  income 
from  the  funds. 

Just  what  then  is  the  attraction? 
Nuveen  Vice  Chairman  Miles  Pelikan 
attempts  an  answer:  "For  people  in 
the  50%  tax  bracket,  the  5.6%  re- 
turn on  our  latest  series  is  equivalent 
to  over  11%.  That  covers  a  fair 
amount  of  inflation."  If  the  new  tax 
proposal  goes  through,  the  equivalent 
return  might  be  cut  to  10%,  still  a 
pretty  good  hedge. 

What  it  really  boils  down  to  is 
that  people  don't  like  to  pay  taxes. 
The  simple  fact  is  that  tax-exempt 
bonds  are  one  of  the  relatively  few 
legal  ways  the  small  investor  can 
avoid  them.  As  Goodbody 's  Schvey 
says:  "It  still  will  be  the  only  game 
in  town."  ■ 


RHMMS^ 


g§    To  Judge  Stock  VBlues  Best. ..Getfhis Amazingly Useful  Volume 


FINANCIAL  WORLD'S  1969 

INVESTOR'S  FACT  BOOK 

352  PAGES  OF  USEFUL  INFORMATION 


3MW 


•  Over  64,000  Latest  In- 
vestment Facts  about 
more  than  2,300  Listed 
Stocks. 

•  Alphabetically  Indexed 
for  Quick  Reference. 

•  Most  Concise,  Complete 
Guide  to  Stock  Values 
Available. 

•  Prepared  by  the  trained 
staff  of  FINANCIAL 
WORLD  which  has  been 
supplying  investors 
with  business  and  fi- 
nancial facts  and  guid- 
ance for  over  66  years. 


ONLY  $6... OR  GET  IT 
as  a  BONUS  with  offer  below 

There  is  no  substitute  for  the  facts  in  making  the 
most  successful  investment  decisions.  And  .  .  . 

.  .  .  nowhere  but  in  the  STOCK  FACTOGRAPH 
Manual  will  you  get  to  many  facts  and  figures 
about  so  many  companies  and  their  stocks  for 
so  little  costl 

Here  is  the  information  you,  as  an  investor, 
should  have  for  accurate  evaluation  of  the 
stocks  you  own  or  plan  to  buy.  Judging  by  the 
tremendous  advance  demand,  which  has  ex- 
ceeded that  of  all  54  previous  editions,  no  source 
book  of  basic  investment  guidance  is  more  wide- 
ly and  regularly  consulted. 

The  STOCK  FACTOGRAPH  MANUAL 
Tells  You  Each  Company's: 

•  Background  •  Mergers 

•  Financial  position         •  Stock  splits 

•  Sources  of  revenue       •  Ratios 

•  Dividend  record  •  Book  value 

•  8  years' earnings  •  New  developments 
record  •  Outlook 

.  .  .  and  also  FINANCIAL  WORLD'S  own  expert 
opinion  on  future  growth  and  earnings  pros- 
pects, good  and  bad  points. 


ACT  QUICKLY-Only  One  Limited  Edition 

Send  $6  for  your  copy  of  the  STOCK  FACTO- 
GRAPH MANUAL  or  get  it  as  a  BONUS,  with  a 
6-month  trial  subscription  to  Financial  World's 
comprehensive  4-part  investment  service:  26 
weekly  issues  of  Financial  World  ...  6  monthly 
supplements  of  "Independent  Appraisals"  of  up 
to  1900  stocks  . . .  and  Advice-by-Mail  as  often  as 
once  a  week  on  any  listed  stock  that  interests 
you  at  the  time  ...  all  for  $16. 

Additional  savings:  all  the  above  services  tor  one  year  at  $28. 
Take  your  choice,  but  send  your  order 
at  once  to  insure  delivery  without  delay. 
r 30-DAY  MONEY-BACK  GUARANTEE 

FINANCIAL  WORLD,  Dept.  FB-81 

17  Battery  Place,  New  York,  N.  Y.  10004 

For  payment  enclosed,  please  enter  my  order 
for  the  following: 

copies  of  1969  "STOCK  FACTOGRAPH" 

Manual  at  $6  each. 

□  6-months'  trial  subscription  to  FINANCIAL. 
WORLD'S  4-part  service  including  1969  "Fac- 
tograph" — all  for  $16. 

□  1-year  subscription  to  the  4-part  service,  in- 
cluding 1969  "Factograph"  at  only  $28. 


Name 

Address , 

City State Zip.. 

(This  subscription  Is  not  assignable.) 
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Trends 

&  Tangents 

(Continued  from  page  8) 

Luhan.  Part  one,  printed  in  Mc- 
Luhan's  newsletter,  The  Marshall 
McLuhan  Dew-Line  Newsletter, 
will  analyze  the  advertisement  as  it 
reflects  the  company  and  its  posi- 
tion in  industry  and  society;  an- 
other private  analysis  will  deal 
with  the  company  and  its  develop- 
ment in  terms  of  past  and  future 
trends.  "Dr.  McLuhan  will  be  deal- 
ing with  an  area  tew  people  touch," 
says  son  Eric  McLuhan,  editor  of 
the  newsletter.  "He  doesn't  care 
about  market  response  or  reader- 
ship. He's  more  interested  in  the 
advertisements  as  art  forms.  He'll 
be  looking  at  them  in  terms  of 
their  relevance  to  their  society 
and  in  terms  of  the  perceptual  bias 
they  reveal." 

Plastic  Wood 

Plastics  are  bidding  to  revolu- 
tionize the  fragmented  and  tech- 
nologically laggard  furniture  in- 
dustry. In  1968,  567  million  pounds 
of  plastic  were  used  by  the  5,000- 
odd  furniture  companies,  nearly 
double  the  1965  figure.  Plastics 
are  used  both  in  modern  styles  and 
for  parts  that  resemble  wood.  They 
could  displace  more  than  half  of 
wood's  usage  within  ten  years,  with 
large  production  cost  reductions. 
The  furniture  division  of  Mohasco 
Industries  and  Armstrong  Cork's 
Thomasville  subsidiary,  among 
others,  are  plowing  money  into 
plastics,  and  industry  officials  pre- 
dict the  acceleration  of  the  merger 
trend  among  the  smaller  compa- 
nies to  avoid  being  swept  aside  by 
the  new  technology.  As  one  ex- 
ecutive at  Thomasville  summed 
up  the  situation,  "The  traditional 
companies  that  don't  adapt  to 
plastic  quickly  enough  may  be 
left  behind  in  the  dust." 

Three    and    a    Half    Farmers 

According  to  projections  com- 
piled by  the  Federal  Reserve  Bank 
of  Chicago,  1  million  U.S.  farms 
will  disappear  by  1980,  from  3 
million  in  1968  to  2  million.  On 
the  other  hand,  the  average  farm 
size  will  increase  40%  from  369 
acres  in  1968  to  525  acres  in  1980; 
and  gross  sales  per  farm  will  rise 
from  $16,000  to  $28,000.  And  what 
about  the  number  of  farmers?  The 
biggest  farms,  says  the  bank,  will 
be  operated  by  only  3.5  men.  ■ 


ANNOUNCING: 

New  NO -LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA  FUND  ,c 

Objective:  Capital  Appreciation.  The  Fund  will  seek  capital  growth 
in  any  industry  but  its  initial  portfolio  consists  largely  of  securities 
of  companies  engaged  in:  Real  Estate  •  Natural  Resources 
Development*  Scientific  and  Technological  Research  and 
Development  •  Consumer  Services 

No  Sales  Charge 

i  ——— .————— Mail  coupon  for  free  prospectus  ■«■■■■■■■■■■■ 


Rowe  Price  New  Era  Fund,  Inc., 
One  Charles  Center,  Dept.  C, 
Baltimore,  Maryland  21201  (301)  539-1992 

Name 


Address. 
City 


State Zip  Code. 
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PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

QUARTERLY   DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the  quar- 
ter ending  September  30,  1969: 


All  dividends  are  payable  on  or  be- 
fore September  30,  1969  to  stock- 
holders of  record  September  2, 
1969. 

MALCOLM  CARRINGTON,  JR. 
Secretary 


Dividend 

Class  of  Stock  Per  Share 

Common  $  .41 
$1.40  Dividend 

Preference  Common  $  .35 
Cumulative  Preferred 

4.08%  Series  $1.02 

4.18%  Series  1.045 

4.30%  Series  1.075 

5.05%  Series  1.2625 

5.28%  Series  1.32 

6.80%  Series  1.70 

PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 


TENNECO  INC. 


DIVIDEND 
NO.  88 


HOUSTON, TEXAS 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  32tf  per  share  on 
the  Common  Stock,  payable  September 
16,  1969,  to  stockholders  of  record  on 
August  22,  1969. 

M.  H.  COVEY,  Secretary 


Chemicals 
Packaging 


Natural  Gas  Pipelines     •     Oil 
Land  Use     •     Manufacturing 
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Anew 

mutual 

fund 

designed  for 

investors  who  seek  the 

rewards  and  can  assume 

the  risks  inherent 

in  an  aggressive 

management  policy. 


Incentive  Fund,  Inc.  seeks  capital  appre- 
ciation by  using  sophisticated  and  flexible 
investment  techniques:  short  sales,  pur- 
chase of  warrants,  and  leverage  through 
borrowing.  No  load.  No  sales  charge. 
Shares  of  the  Fund  are  purchased  and 
sold  at  the  net  asset  value  directly  from 
the  Fund. 

Management's  only  source  of  income, 
other  than  the  Vz  %  basic  management 
fee,  is  an  "Incentive  Fee"  based  on  per- 
formance (the  Fund's  percentage  of  net 
asset  growth). 

Incentive  Fund,  Inc. 


Send  for  free  prospectus. 
Incentive  Fund,  Inc. 
3142  Wilshire  Blvd., 
Los  Angeles,  Calif.  90005 


READERS  SAY 


{Continued  from  page  9) 

A  Credit-Card  Crash? 

Sir:  After  47  years  in  a  San  Francisco 
bank  and  with  grim  recollections  of  1929 
and  the  Depression,  I  find  myself  dis- 
turbed by  what  is  going  on.  Taxes  are 
being  raised  to  the  point  of  discourage- 
ment in  order  to  curtail  purchasing  power 
and  cool  the  economy.  This  could  be  ac- 
complished in  another  way.  There  is  a 
large  amount  of  buying  that  would  not 
take  place  if  the  purchaser  did  not  have 
the  credit  cards  that  enable  him  to  buy 
now  and  pay  later.  With  business  good 
and  employment  high,  I  am  told  that 
losses  on  credit-card  financing  are  sub- 
stantial. What  will  happen  if  business 
turns  clown  with  a  higher  loss  rate? 

— J.L.  Jervis 
San  Francisco,  Calif. 

We  Didn't  Say  It  .  .  . 

Sir:  We  feel  that  your  references 
concerning  Gulf  &  Western,  Litton  and 
other  companies  may  have  misled  some 
readers  ("It  Can't  Happen  Here,'' 
Forbes,  July  1).  Opinions  expressed  in 
the  article  concerning  these  firms  did  not 
come  from  TRW  executives. 

— J.D.  Wricht 

Chairman, 

TRW  Inc. 

Cleveland,  Ohio 

The  comparisons  were  Forbes'  and 
not  in  any  way  attributed  to  TRW — Ed. 

Reaping  Their  Rewards 

Sir:  As  an  investor  I  feel  that  you  did 
the  general  industry  something  of  a  dis- 
service by  using  only  MGM  and  Twen- 
tieth Century-Fox  as  examples  of  the 
motion  picture  industry's  financial  woes 
(Forbes,  June  15).  They  are  special 
cases  whose  financial  troubles  are  trace- 
able to  one  specific  cause  which  is  not 
shared  by  the  other  movie  companies. 

Their  problem  can  be  summed  up  very 
simply.  Each  of  the  movie  companies  was 
faced,  in  the  Fifties,  with  the  question, 
"Are  we  simply  motion  picture  produc- 
ers, or  are  we  in  the  entertainment  busi- 
ness?" The  majority  of  the  companies 
decided  that  they  were  in  the  entertain- 
ment business.  Only  MGM  and  Fox  tried 
to  remain  just  motion  picture  producers. 
Their  current  managements  are  now 
reaping  the  rewards  of  those  decisions. 
— Harvey  Fuller 
Glendale,  Ohio 

Air.  Price  Did  It 

Sir:  In  reference  to  an  item  in  "Fact 
&  Comment"  in  the  June  1  issue,  it  is  my 
impression  that  it  was  Roger  Price,  the 
humorist-satirist,  who  coined  the  word 
"copeless."  I  remember  reading  a  book 
by  him  on  this  topic  some  years  ago. 

— Alice  G.  Appell 
E.  Elmhurst,  N.Y. 


There's  just 

one  thing  worse 

than  finding 

out  about 
cancer. 


Not 
finding  out. 


Sure,  finding  out  is  a  shock. 
But  finding  out  gives  you  a 
fighting  chance.  And  the  ear- 
lier cancer  is  found,  the  better 
the  chances  of  beating  it. 

There's  one  certain  way  to 
lose  to  cancer.  And  that's  not  to 
find  out.  Until  it's  too  late. 

The  thing  to  do  is  to  have 
your  physician  give  you  a  good 
going  over  now,  when  you  feel 
great.  And  then  when  your 
doctor  tells  you  that  you  are 
great,  you'll  feel  even  better. 


amencan 

cancer 

society 
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WANT  TO 

SPECULATE 
LIKE  A 
PRO? 

Just  Put  Us  To  Work! 

We  can  now  add  several  more 
managed  accounts  (minimum  in- 
vestment, $5,000). 

They  will  be  handled  person- 
ally by  Ira  Brill,  author  of  the 
Belly  Bluebook  (an  authoritative 
guide  on  pork  belly  trading)  and 
cattle  specialist  Bruce  Johnson. 

These  two  men  will  utilize  all 
the  techniques  of  trading  live- 
stock futures— leaving  you  im- 
mune to  many  of  the  pitfalls — 
in  your  behalf. 

You  will  gain  high  leverage  in 
your  speculation  program,  with 
professionals  making  the  instant 
and  timely  decisions  necessary 
for  success. 

Just  mail  the  coupon  below  for 
additional  information. 


MAIL,   TO— 

Helnold  Commodities,  Inc. 
llv  X.  Franklin  St.,  Room  412 

Chicago,  in.  eoeoe 

Atti   Ira  Brill-Bruce  Johnson 

Please  send  me  more  informa- 
tion on   managred  accounts. 

Name 

Address 

City    _ Stata 

Phone  


HEINOLD 


ICOMMODfTlES 
llNC.ASt&SBSa'l 


WHEELS 

The  1969  Simmons  Study 
shows  that  61.5%  of  FORBES' 
readers  own  two  or  more  cars. 

Among  all  57  publications 
measured  in  this  study, 
FORBES  has  the  top  concen- 
tration of  these  multi-car 
households. 

FORBES  readers  don't  just  own 
American  business. 
They  run  it. 

Forbes:  capitalist  tool 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

ffean        ■**  &  Co. 


Members  New  York  Stock  Exchange 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


There  is  nothing  quite  so  compli- 
cated as  simplicity. 

— Chahles  Poore 


We  have  all  sinned  and  come  short 
of  the  glory  of  making  ourselves  as 
comfortable  as  we  easily  might  have 
done.  — Samuel  Butler 


A  man's  true  estate  of  power  and 
riches  is  to  be  in  himself;  not  in  his 
dwelling  or  position  or  external  re- 
lations, but  in  his  own  essential  char- 
acter. — Henry  Ward  Beecher 


Plain  living  and  high  thinking  are 
no  more.     — William  Wordsworth 


.Waste  of  time  is  the  most  extrava- 
gant of  all  expense. 

— Theophrastus 


Generally  speaking  anybody  is  more 
interesting  doing  nothing  than  doing 
anything.  — Gertrude  Stein 


The  great  felicity  of  life  is  to  be 
without  perturbations.  — Seneca 


Beauty  of  style  and  harmony  and 
grace  and  good  rhythm  depend  on 
simplicity.  — Plato 


The  first  and  fundamental  law  of 
nature  is  to  seek  peace  and  follow  it. 
— Thomas  Hobbes 


Spend  some  time  alone  and  learn 
to  develop  your  personal  resources. 

— Alexander  Reid  Martin 


B.  C.  FORBES 

Do  not  some  of  us  love  os- 
tentation overmuch,  and  are  too 
prone  to  ape  those  better  cir- 
cumstanced than  ourselves?  Such 
foolishness  not  only  costs  money, 
but  squanders  time.  It  leaves 
too  little  leisure  for  mental  re- 
pose or  for  mental  exertion,  too 
little  opportunity  for  self-culture, 
too  little  time  for  learning  the 
art  of  living,  which,  after  all, 
should  be  the  end  toe  all  have 
in  view. 


As  we  advance  in  life,  we  acquire  a 
keener  sense  of  the  value  of  time. 
Nothing  else,  indeed,  seems  of  any 
consequence;  and  we  become  misers 
in  this  respect.    — William  Hazlitt 


Those  who  make  the  worst  use  of 
their  time  most  complain  of  its  short- 
ness. — Jean  de  la  Bruyere 


The  mind  is  but  a  barren  soil — a 
soil  which  is  soon  exhausted,  and  will 
produce  no  crop,  or  only  one,  unless 
it  be  continually  fertilized  and  en- 
riched with  foreign  matter. 

— Joshua  Reynolds 


Culture,  the  acquainting  ourselves 
with  the  best  that  has  been  known 
and  said  in  the  world. 

— Matthew  Arnold 


All  intellectual  improvement  arises 
from  leisure.  — Samuel  Johnson 


A  mind  once  cultivated  will  not  lie 
fallow  for  half  an  hour. 

— Edward  Bulwer-Lytton 


The  gratification  of  wealth  is  not 
found  in  mere  possession  or  in  lavish 
expenditure,  but  in  its  wise  applica- 
tion. — Cervantes 


I  have  seldom  seen  much  ostenta- 
tion and  much  learning  met  together. 
— Joseph  Hall 


Our  wealth  is  often  a  snare  to  our- 
selves   and    always   a   temptation   to 


Luxury,  today,  is  solitude  and  sil- 
ence. — Paul-Henri  Spaak 


others. 


-Caleb  Colton 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  City,  add  6%;  rest  of  New 
York  State,  3%  to  6%  as  required.) 


What  the  banker  sighs  for,  the 
meanest  clown  may  have — leisure  and 
a  quiet  mind. 

— Henry  David  Thoreau 


Get  money  first;  virtue  comes  after. 
— Horace 


A  Text . .  ♦ 


Sent  in  by  Elias  Ellison, 
Miami  Beach,  Fla.  What's 
your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is 
presented  to  senders  of  texts 
used. 


In  the  multitude  of  my  thoughts  with- 
in me  thy  comforts  delight  my  soul. 
—Psalm  94:19 
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AUGUST  15, 1969  /  SEVENTY-FIVE  CENTS 


AMERICAN  BAMJOJOTE  COMPANY 


Top  Value  gives  you  full  service  on  any  kind  of  incentive 
program  with  six  big  benefits  for  you : 


•  The  biggest  selection  of  famous  brand  mer- 
chandise, more  than  3,500  items 

•  No  bill  back  for  shipping  charges  ...  all 
merchandise  is  shipped  pre-paid 

•  A  two-way  guarantee  .  .  .  the  item  must  be 
defect-free  and  the  recipient  must  be  com- 
pletely satisfied 


Separately-bound    gift    selection    catalogs 

grouped    by   merchandise   value   or   a   big, 

all-in-one,  luxury  catalog 

Eight    distribution    centers    interlocked    by 

computer  to  assure  fast  delivery 

One  of  the   best   creative   travel    planning 

services  in  the  business 


Interested?  Get  in  touch  with  Top  Value.  We  have  more  than  400 
incentive  specialists  who  will  be  glad  to  give  you  more  information  on 
how  we  can  create  and  administrate  a  program  for  you  .  .  .  based  on 
stamps  or  a  point  system  .  .  .  offering  travel  or  merchandise.  Or  write  for 
our  informative  booklet,  "How  To  Plan  An  Incentive  Program." 


INCENTIVE  DIVISION,  Top  Value  Enterprises,  Inc..  3085  Woodman  Drive,  Dayton,  Ohio  45420 


You  can  suffocate 


in  a  featherbed 


GRANDMA  demanded  her  old-fashioned 
featherbed  —  no  modern  electric 
blanket  for  her!  A  lot  of  unions  are  like 
grandma  —  down  with  change  or  improve- 
ment! They 

—  require  station  attendants  where  trains 
no  longer  stop,  and  are  trying  to  force  rail- 
roads to  hire  firemen  on  diesel  engines 
where  there  is  no  coal  to  shovel,  nothing 
for  them  to  do.  (Featherbedding  is  already 
costing  hard-pressed  railroads  500  million 
dollars  a  year.) 

—  force  newspapers  to  set  the  type  (and 
promptly    throw    it   away)    for   advertise- 


ments already  supplied  complete  by  the 
advertiser  and  in  most  cases  already  run. 

—  demand  goods  arriving  in  modern 
containers  be  emptied  and  repacked  by 
local  unions. 

—  require  entire  crews  in  steel  plants 
who  do  nothing  but  push  a  button  twice 
a  day. 

—  force  employment  of  6  men  on  a  truck 
at  a  missile  base,  where  1  man  is  needed. 

The  unions  claim  this  is  "protecting 
American  jobs".  They  know  full  well  it  is 
costing  American  jobs,  by  driving  business 
to  lower-cost  foreign  suppliers. 


Large  AC  Automatic 
Turret  Lathes  help  cut 
costs  on  complex  jobs. 


YOU  CAN  PRODUCE  IT  BETTER,  FASTER,  FOR  LESS  WITH  WARNER  &  SWASEY   MACHINE  TOOLS,   TEXTILE  MACHINERY,   CONSTRUCTION   EQUIPMENT 
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(Traveling  salesmen  are  traveling  more  and  more  by  Long  Distance.) 


Even  the  hardiest  of  businessmen  can  weary  of 
the  delights  of  traveling.  Isn't  there  another  way 
of  getting  to  distant  cities,  than  going  there?  Well, 
yes,  there  is. 

More  and  more,  businessmen  are  turning  to  the 
telephone  to  make  their  presence  felt  in  more 
places  in  less  time.  And  for  less  money.  They're 
finding  that  a  phone  is  just  a  phone  until  you 
learn  how  to  use  it. 


- 
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FORBES  14TH  ANNUAL  MUTUAL  FUND  SURVEY 

FORBES  was  the  first  widely  available  publication  to  analyse  mutual  fund  performance  and 
our  annual  survey  has  become  a  classic  in  the  field.  Over  the  years  we  have  refined'  and 
improved  the  ratings,  but  the  basic  principle  remains  the  same:  that  short-term  perform- 
ance is  meaningless,  and  thdt  speculation  isn't  necessarily  a  shortcut  to  true  performance. 
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"OUR 
SCRAP  HEAPS 

CAN  BE 
ALUMINUM 


MINES 


—David  P.  Reynolds 


» 


Aluminum's  scrap  value 
makes  it  worth  collecting 
and  "re-cycling".  .  . 

There  are  two  national  prob- 
lems which  we  believe  no  materials 
producer  should  ignore:  litter  and 
conservation.  Fortunately,  because  of 
the  nature  of  our  metal,  aluminum, 
Reynolds  has  been  able  to  develop 
some  answers  in  both  areas. 

Indestructible  aluminum 
is  re-usable 

First,  aluminum  has  scrap  value;  it  is  virtually 
indestructible.  It  resists  corrosion,  will  not  rust.  It 
can  be  remelted,  re-alloyed,  and  re-used— economi- 
cally. And  the  need  for  and  uses  of  this  strong, 
lightweight  metal  multiply  yearly. 

So  a  used  all-aluminum  beverage  can  is  worth 
something;  it  is  worth  picking  up  and  "re-cycling." 
If  this  suggests  a  way  to  fight  litter  to  you,  it  did  to 
the  men  at  Reynolds,  too.  We  are  now  testing  dif- 


ferent approaches  in  two  cities, 
Angeles  and  Miami,  and  plan  t< 
others  in  the  future. 

Using  aluminum's  scrap  I 

Our  idea  is  to  encourage  cor 
nity  groups  to  sponsor  aluminun 
collecting  drives,  and  earn  mone 
worthwhile  causes  and  their  own  n 
As  they  raise  funds,  they  help  keep 
streets,  parks,  and  beaches  free  of  1 
Aluminum  scrap  does  of 
worthwhile  incentive  to  such  orga 
tions:  a  ton  of  aluminum,  for  exai 
brings  $200  from  dealers,  compared  with  $20  for 
and  $16  for  waste  paper. This  scrap  value  is  somei 
many  industrial  users  keep  in  mind  when  they  sp 
aluminum  equipment.  They  know  there's  a  b 
waiting  at  the  end  of  the  service  life  of  this  equipr 

Mines — not  scrap  heaps 

Although  there  is  an  abundanf  supply  ol 
minum  for  the  foreseeable  future,  the  fact  ren 


!; 


: 


he  supply  is  not  unlimited— and  aluminum 
has  been  doubling  roughly  every  ten  years. 

teed  not  be  a  problem  if  we  capitalize  on  alumi- 
re-usability.  Already,  an  estimated  30rc  of  the 

's  aluminum  is  reclaimed  or  secondary  metal. 

:ould  be  even  higher. 
Countless  products  provide  "mines"  of  alumi- 

ready  to  be  tapped.  Not  only  aluminum  cans 

ackages,  but  the  aluminum  in  appliances,  auto- 

ile    parts, 

ng  products,  ^ 

railroad  cars 

id. should  be 

imed  when 

ve  finished 

lseful service. 

Scouts  and  many  other  organizations 
fight  litter  and  raise  money  by  collect- 
ing all-aluminum  cans. 

New  Reynolds  reclamation  plant 

We  at  the  Reynolds  Metals  Company  have 
:hed  our  effort  toward  this  goal — not  only  with 


our  anti-litter  can  collecting  programs,  but  with  a 
major  investment  in  reclamation  facilities,  as  well. 
(An  additional 
Reynolds  reclama- 
tion plant  will  be I 
producing  usable 
aluminum  from! 
scrap  this  year.) 


Reclamation  plants  which  produce  alu- 
minum from  scrap  help  conserve  our 
natural  resources. 

Efforts  such  as  these,  we  believe,  will  do  much 
to  reduce  the  solid  waste  disposal  problem,  and  help 
stretch  our  natural  resources.  Reynolds  Metals  Com- 
pany, P.  0.  Box  2346-LH,  Richmond,  Virginia  23218. 


REYNOLDS 

where  new  ideas  take  shape  in 

ALUMINUM 


^ 
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Extending  man's  senses: 


Command  joint  forces  from  20,000  feet 


Bounce  a  newscast  around  the  world. 

Navigate  precisely  from  Cape  Horn  to  the  Cape  of 
Good  Hope. 

Turn  night  into  day  with  an  airborne  floodlight. 

Set  up  a  TACAN  transceiver,  anywhere,  in  minutes. 

Airborne  command  and  control  stations.  Communica- 
tions satellites.  The  global  Omega  navigation  system. 
Nighttime  military  and  civilian  operations.  Portable 
TACAN. 

All  demand  fail-safe  technology  -  the  finest  electronics 
and  systems  available. 


That's  our  business. 

LTV  Electrosystems  has  the  scientific  and  engineering 
talent,  fast-reaction  capacity,  and  the  production  facilities 
(15  nationwide)  to  build  the  advanced  electronics  our  cus- 
tomers need  to  extend  their  senses  and  capabilities  into 
every  environment. 

For  our  196S  annual  report  and  oilier  informal  ion,  please 
write:  C.  L.  Taylor,  I  'ice  President,  Secretary  and  Treasurer. 
For  career  opportunities,  write:  Rill  Hickey,  Supervisor  of 
Professional  Placement.  An  equal  opportunity  employer. 
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Side  Lines 


Summer  Mixer 

This  is  the  third  summer  in  which  we  at  Forbes  have  had  the 
pleasure  and  profit  of  two  trainees  from  leading  journalism  schools 
with  us,  under  a  joint  program  of  the  Magazine  Publishers  As- 
sociation and  its  affiliate,  the  American  Society  of  Magazine  Editors.  The 
purpose  of  the  program  is  a  sensible  one:  to  help  change  the  curious 
circumstance  that  most  people  become  magazine  writers  or  editors 
by  accident,  after  intending  or  starting  out  to  be  something 
else.  The  journalism  schools  didn't  help  much,  because  of  their 
historic  orientation  to  daily  newspapers.  The  summer  intern  program 
was  designed  to  give  some  three-dozen  promising  journalism  students, 
both  graduate  and  undergraduate,  from  nearly  as  many  universities, 
first-hand  acquaintance  with  about  the  same  number  of  magazines, 
ranging  from  Advertising  Age  and  Boy's  Life  to  Woman's  Day  and 
Yachting. 

Our  good  fortune  this  year  consisted  of  Linda  Rubey  of  Tulsa,  who 
got  her  MA.  in  journalism  this  year  at  the  University  of  Missouri, 
and  Nancy  Lyon  of  Indianapolis,  who  is  majoring  in  journalism  at 
Indiana  University. 

What  struck  you  most  upon  coming  to  Forbes?  we  asked  our 
trainees.  Said  Nancy,  "Your  assumption,  from  the  moment  I  walked 
in,  that  I  was  a  rational  person."  Said  Linda,  "The  amount  of  freedom 
you  are  given  to  do  a  creative  story."  She  adds:  "When  a  senior  editor 
ran  into  a  problem,  he'd  take  the  time  to  tell  me  about  it  and  how  he 
was  handling  it.  You  just  can't  get  that  in  a  classroom." 

Linda  had  started  out  being  interested  in  women's  magazines  and 
came  to  Forbes  just  for  the  heck  of  it.  But  she  soon  found  that 
business  journalism  as  practiced  at  Forbes  isn't  at  all  dull.  "I  was 
amazed,"  she  says,  "it's  not  about  abstractions,  but  about  people.  I 
really  took  to  it."  We  took  to  Linda,  too.  In  September  she's  joining 
our  staff  as  a  reporter-trainee. 

A  vid  Readers 

As  a  publishing  company,  we're  always  interested  in  other  publish- 
ing ventures,  and  we've  learned  that  one  of  the  fastest-growing  parts 
of  the  business  is,  of  all  things,  annual  reports.  There  are  no  firm 
statistics,  but  it's  a  fair  guess  that  the  nation's  26.4  million  stockholders 
received  something  like  150  million  of  them  this  year.  These  reports 
cost  the  nation's  industry,  maybe,  $100  million  all  told.  The  best- 
seller, of  course,  is  AT&T's  report:  3.1  million  copies  this  year.  When 
you  compare  this  with  hard-cover  book  publishing  (around  400  million 
books  sold)  you  get  an  idea  of  how  widely  distributed  annual 
reports  are. 

But  are  they  read? 

One  thing  we're  sure  of  is  that  they  are  read  by  Forbes  subscrib- 
ers. In  our  May  1  issue,  as  a  sort  of  experiment,  we  ran  a  five-page 
advertising  section  in  which  35  companies  offered  their  annual  re- 
ports to  readers  who  mailed  in  an  attached  return  card.  The  response 
was  beyond  anyone's  expectations:  over  13,000  requests  in  the  first 
week,  over  40,000  by  the  end  of  the  second,  143,000  by  the  end  of 
the  month.  Three  months  later,  by  the  end  of  July,  the  total  was  still 
growing,  to  nearly  200,000 — a  range  of  between  2,800  and  10,500 
for  the  companies  participating.  Complained  one  advertiser:  "I  wasn't 
prepared  for  that  kind  of  response.  We're  keeping  fingers  crossed 
that  it  won't  entirely  deplete  our  supply."  ■ 
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What  we  may  lack 

in  glamour 

we  more  than 

make  up 

in  essential 


If  the  products  AMSTED  Industries  mokes 
had  the  beauty  of  a  bird  in  flight,  you'd  be 
entranced.  As  it  is.  our  wire  rope  becomes 
fascinating  only  if  your  life  depends  on  some- 
thing like  jockeying  steel  beams  up  a  I 
rise  building.  Glamourous  we  may  not  seem, 
but  essential  we  are.  And  the  things  we  make 
serve  many  growing  markets. 

The  truth  is.  AMSTED  products  are  gener- 
ally beneath,  behind  and  in  back  of  some  of 
the  most  important  services  in  our  ecoi.omy. 


And  because  industries,  utilities  and  the  rail- 
roads find  our  products  indispensable,  we've 
grown  to  36  plants  in  1  5  states  and  Canada. 
During  a  recent  1  6-month  period,  we  diver- 
sified our  line  with  three  major  acquisitions 
that  added  S60  million  in  sales.  Sixty-five  per 
of  our  business  is  now  in  non  railroad 
Total  sales  are  in  excess  of  $230 
millii 

fVmsted 

INDUSTRIES 

AMERICAN  STEEL  FOUNDRIES   ■    BURGESS-NORTON  MFG.  CO     ■    DIAMOND  CHAIN  COMPANY   ■    GRIFFIN   PI 
LTD.     ■     GRIFFIN  WHEEL  COMPANY     ■     LITHO  STRIP  CORPORATION 


Our  product  lines  include  such  essential 
items  as  machine  tools,  piston  pins,  roller 
chains  and  sprockets,  freight  car  trucks,  rail- 
road wheels,  prefinished  coil  steel  and  alu- 
minum, cast  iron  pressure  pipe  and  vitrified 
clay  pipe  for  water  and  waste  transmission. 

The  best  places  to  find  us  are  wherever  the 
nation  is  expanding.  Our  annual  report  tells 
you  about  it.  For  a  copy  write:  AMSTI  D 
Industries.  Dept.  F-6,  3700  Prudential  Plaza, 
Chicago.  Illinois  60601 . 


MACWHYTE  COMPANY 


PIPE   LINE  SERVICE  COMPANY 


SOUTH   BEND  LATHE 
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What  on  Earth 
do  we  do  next? 


Landing  men  on  the  moon  is  only  a  beginning.  TRW  is  proud  of  its  part  in  this 
great  achievement.  But  now  the  nation  will  look  ahead  to  other  goals  on  other 
planets.  On  Earth,  for  instance. 

it  is  right  here  on  Earth  that  we  will  set  some  of  the  major  goals  of  the  next 
decade  ..goals  to  improve  communication  and  navigation,  to  fight  hunger  and 
to  end  the  pollution  of  our  environment.  And  the  sustained  technological  drive 
[hat  took  us  to  the  moon  has  given  us  a  good  start. 

For  example,  TRW  s  Intelsat  III  communications  satellites  are  already  bring- 
irg  live  TV  and  telephone  service  to  millions  around  the  world.  Our  successful 
OGO  spacecraft  are  readily  adaptable  as  Earth  Resources  Technology  Satel- 
lites to  help  increase  the  world's  food  supply  and  locate  new  natural  resources. 

TRW  is  already  proving  that  many  of  these  same  scientific  and  engineering 
advances  are  directly  applicable  to  critical  everyday  problems.  We  are  actively 
working  on  air  and  ground  transportation  and  traffic  control  systems,  air  and 
water  pollution  control  city  planning  and  development,  hospital  and  medical 
svstems  and  public  safety  programs. 

But  even  as  we  seek  solutions  to  our  problems  on  Earth,  exploration  of  space 
goes  on.  Project  Viking  is  already  underway  to  probe  Mars.  And  TRW  is  pre- 
pared to  help. 

These  are  but  a  few  examples  of  how  more  than  80,000  TRW  employees 
around  the  world  are  applying  advanced  technology  to  Hpa^|j|^ 
products,  systems  and  services  for  commercial,  mdus-     m   m^f^^^m 
trial  and  government  markets.  m    MlLWm® 

On  the  historic  Apollo  11  mission,  TRW  contributed  in  many  ways,  including 
Eagle's  Descent  Engine  and  Abort  Guidance  System,  the  S-4B  Attitude 
Control  Engines,  and  a  variety  of  mission  planning  and  software  activities. 
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is  now  Ho 
mkUfleol 

where  Us 
happening 


Everybody's  heard  about  the  cow- 
boys and  Indians  of  the  Old  West. 
And  Treasure  Chest  Land  was  right 
in  the  middle.  "The  middle  of  no- 
where" according  to  an  Eastern 
journalist. 

Times  change.  The  West  is  big 
country,  no  doubt  about  it.  But 
there's  room  to  grow  .  .  .  and  the 
West  is  growing  30%  faster  than  the 
rest  of  the  nation  in  both  popula- 
tion and  industry. 

Treasure  Chest  Land  is  the  geo- 
graphic center  of  this  vast  area  .  . . 
the  crossroads  of  the  West.  Distri- 
bution to  Los  Angeles,  San  Francisco, 
Seattle,  Portland  and  Denver,  via 
truck  or  air,  reaches  its  destination 
in  less  than  30  hours.  By  rail,  even 
Seattle  can  be  reached  in  60  hours. 

If  you  want  to  serve  the  West, 
start  in  the  "middle  of"  where  the 
action  is  .  .  .  Treasure  Chest  Land. 
For  more  information,  Write: 

Wayne  F.  Mulcock 
Director,  Area  Development 
P.O.  Box  899,  Dept.  F6 
Utah  Power  &  Light  Co. 
Salt  Lake  City,  Utah  84110 
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Trends 

&  Tangents 


FOREIGN 


Feeling   Stronger  Now 

The  joint  U.S. -Japanese  trade 
talks  now  going  on  in  Japan  have 
Detroit  auto-makers  among  their 
most  interested  spectators.  Some 
161,000  Japanese  cars  were  sold  in 
the  U.S.  last  year,  and  Detroit 
wants  a  chance  to  manufacture  in 
Japan.  So  far,  foreign  companies 
have  been  forbidden  to  produce 
automobiles  in  Japan,  but  there 
are  signs  of  change.  Ford  has  dis- 
cussed possible  joint  ventures  with 
Toyo  Togyo,  and  Chrysler  with 
Mitsubishi.  That's  a  break  in  the 
previously  solid  front  among  Japa- 
nese carmakers  who  said  no  deal  on 
any  terms.  One  reason  behind  the 
thaw  is  that  the  Japanese  no  longer 
fear  that  their  ever  more  pros- 
perous auto  companies  would  be 
crushed  by  foreign  competition. 

Stiff  Bouncing  Along 

Most  Americans  think  natural 
rubber  went  out  with  World  War 
II,  but  natural  rubber  in  fact  still 
represents  about  40%  of  the  rubber 
that  the  non-Communist  world  will 
use  in  1969.  The  future  also  seems 
bright.  Malaysia,  the  largest  pro- 
ducer of  natural  rubber,  anticipates 
in  the  next  five  years  a  50%  boost 
in  its  million-ton  output,  and  pre- 
dicts that  in  the  long  run  natural 
rubber  will  be  cheaper  to  produce 
than  synthetic. 

The  Clouded  Crystal  Ball 

European  businessmen  are  find- 
ing that  the  experts  aren't  always 
so  expert  in  predicting  economic 
growth  patterns.  The  National 
Union  Bank  of  Switzerland  points 
out,  for  example,  that  the  West 
German  Ministry  of  Finance  was 
off  by  57%  in  one  of  its  analyses 
of  future  economic  trends. 

Slim   Pickings 

Canadian  electronics  firms  want 
more  national  programs  like  the 
Canadian  domestic  satellite  com- 
munications program  to  produce 
contracts  for  them.  They  complain 
that  Canadian  companies  get  only 
14%  of  their  government's  slender 
$427-million  research-and-develop- 
ment  budget,  while  the  U.S.  spends 
52%    of    its    $2()-billion    R&D    ap- 


propriation in  private  industry.  The 
government  retorts  that  first  the  in- 
dustry must  upgrade  its  own  man- 
agement skills.  And  it  adds  that  if 
the  government  pays  for  the  kind 
of  programs  that  the  companies 
want,  then  the  government  is  also 
going  to  call  the  tune. 

Via   Siberia 

The 'land-bridge  idea,  so  dear  to 
advocates  of  freight  containeriza- 
tiqn,  is  still  a  couple  of  years  from 
becoming  reality.  The  idea  is  that 
freight  containerized  in  Europe 
would  transfer  from  ships  on  the 
East  Coast  here  to  transcontinental 
trains,  move  to  the  West  Coast, 
and  be  transshipped  across  the  Pa- 
cific, with  no  unpacking  en  route. 
There  have  been  some  experimen- 
tal shipments  the  other  way — from 
Europe  over  the  Trans-Siberian 
Railway  to  Vladivostok  and  then 
Japan.  But  no  one  has  yet  solved 
the  empty  back-haul  problem. 

Silver   Hedge 

What  are  the  best  investment 
hedges  in  these  inflationary  times? 
Diamonds?  Paintings?  Antiques? 
Diamonds  and  paintings  are  cer- 
tainly in  much  demand  now.  Dia- 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 


L_. 


l 


FORBES,  AUGUST  15,   1969 


The  Dale  Carnegie 
Supervision  &  Management 
Seminar  trains  the 

Underground 
for  Peabody  Coal  Company. 


JOSEPH  CRAGGS.  VICE  PRESIDENT 
UNDERGROUND  OPERATIONS 


Mr.  Joseph  Craggs,  Vice  President  in  Charge  of 
Underground  Operations  for  Peabody  Coal  Company, 
has  completed  the  Dale  Carnegie  Supervision  &  Man- 
agement Seminar  along  with  14  of  his  key  people. 

"What  impressed  me  most  about  the  Seminar,"  said 
Mr.  Craggs,  "is  that  it  not  only  teaches  how  to  work  as 
a  team,  but  how  to  think  as  a  team,  working  out  your 
problems  in  cooperation  with  others.  Also,  with  the 
follow-up  system  included  in  the  Seminar,  it's  easier  to 
know  whether  you're  making  a  profit  on  your  efforts." 

Mr.  Craggs  is  keenly  aware  of  a  management  shortage 
in  the  coal  business.  "We  have  2300  underground  em- 
ployees," he  notes,  "but  we'll  need  6000  in  5  years, 
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many  of  whom  will  have  to  take  some  management  re- 
sponsibility—responsibility the  average  man  is  reluctant 
to  assume  unless  he's  trained  to  see  goals  clearly.  The 
Dale  Carnegie  Supervision  &  Management  Seminar  is 
goal-oriented  management  training.  It  makes  men  blos- 
som out  and  begin  working  out  their  problems." 

If  your  company  has  a  need  for  training  in  goal-ori- 
ented management  perhaps  the  Seminar  can  help  you. 
For  complete  information,  write  us  today. 

DALE  CARNEGIE 

SUPERVISION  &  MANAGEMENT 

SEMINAR 

SUITE  289F  •  1475  FRANKLIN  AVE.-  GARDEN  CITY  N.Y.  11530 
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Getting 

^loui*  'Moneys  6WSrtl\. 


...out  of  ffrurtitpiipyij)  utf>rtl|? 


It's  a  common  dilemna  among  investors.  But  here's  a  sound  invest- 
ment opportunity  .  .  .  Ramada  Inns'  nationwide  franchise  program. 
Such  benefits  as  SureRate,  a  guaranteed  rate  program  involving  over 
1700  major  corporations;  national  advertising  campaigns;  the  na- 
tion's largest  credit  card  affiliation,  with  over  35  million  cardholders; 
and  Ramada  Inn-Stant,  the  world's  fastest  reservation  and  referral 
system,  keep  our  occupancy  percentage  well  above  the  industry  av- 
erage. Your  return  on  a  Ramada  investment  is  protected  by  the  tax 
shelter  of  rapid  depreciation  write-offs. 

Make  your  dollars  stand  up  and  be  counted!  Get  the  facts.  Mail  our 
coupon  today! 


RAMADA  INNS 


7eM* 


For  information  write,  wire  or  phone:  Ramada  Inns,  Inc. 

P.O.  Box  1632,  Dept.  FO108,  Phoenix,  Arizona  85001  —602-275-4741 

□  I'm  interested  in  a  new  Ramada  franchise. 

□  I'm  interested  in  converting  my  existing  hotel. 


NAME. 


.PHONE_ 


ADDRESS- 
CITY 


-STATE- 


-ZIP_ 


Just  Published 


How  88,648 
Heavy  Smokers 
Stopped  Smoking 

NEW  YORK  —  The  Anti-Tobacco  Center  of 
America  has  just  published  a  booklet  which 
explains  how  88,648  heavy  smokers  (of  whom 
many  are  physicians)  have  stopped  smoking 
without  straining  their  will  power.  This  book- 
let is  available  free  of  charge  to  smokers.  All 
you  need  to  do,  to  obtain  it,  is  to  send  your 
narrie  and  address  to  The  Anti-Tobacco  Cen- 
ter of  America,  Dpt.  A181  L,  276  Park  Avenue 
South,  New  York  City  10010.  This  offer  is 
open  while  the  supply  of  tii  :  booklets  lasts. 
14 


COSMOPOLITES 

According  to  the  1969  Simmons 
Study,  42.6%  of  FORBES'  readers 
took  a  foreign  trip  in  the  past  five 
years. 

This  is  the  highest  concentration 
of  foreign  travelers  shown  among 
all  57  publications  measured  in 
this  study. 

You  always  reach  the  people  who 
are  going  places  in  FORBES. 


Trends  1 


&  Tangents 


mond  prices,  for  example,  were  re- 
cently raised  by  as  much  as  10% 
by  the  DeBeers  syndicate.  But  in 
England  these  days  the  choice  ap- 
parently is  old  silver.  Queen  Anne 
pitchers  have  quadrupled  in  price 
in  the  last  two  years;  early  19th 
Century  Bussian  pieces  have  in- 
"creased  in  value  similarly. 


WASHINGTON 


Transit    Trouble 

The  Department  of  Transporta- 
tion's push  to  earmark  more  than 
$1  billion  in  federal  funds  for  fu- 
ture mass  transit  projects  is  bog- 
ging down.  Secretary  John  Volpe's 
plan  would  have  earmarked  spe- 
cific percentages  of  federal  income 
revenues  for  mass  transit.  But  the 
Treasury  and  the  Bureau  of  the 
Budget  don't  want  to  insulate  tran- 
sit programs  from  the  annual  ap- 
propriations process,  so  passage 
of  Volpe's  transit  trust  fund  is 
doubtful  in  this  budget-slashing 
year. 


BUSINESS 


How  Many  Quarters? 

The  advent  of  the  new  jumbo 
jets,  with  a  passenger  capacity  of 
300  and  up,  is  producing  a  second 
look  at  flight  accident  insurance. 
"It  would  take  a  lot  of  quarters 
to  cover  the  claims  costs  one  of 
these  big  airplane  crashes  could 
incur,"  admits  an  official  at  Mutual 
of  Omaha,  one  of  the  biggest  com- 
panies offering  this  type  of  pas- 
senger insurance.  "Frankly,  we're 
very  nervous  about  these  large 
planes.  A  new  way  is  needed  to 
underwrite  the  risks  on  them,  per- 
haps pooling  the  risk  among  several 
companies.  One  company  couldn't 
stand  the  loss  if  all  the  passengers 
on  a  flight  that  crashed  had  maxi- 


Fancy  Pants 

Underneath  it  all,  the  consumer 
paper  clothing  industry  may  have 
found  a  really  marketable  item 
at  last — disposable  ladies'  panties. 
Fancy  Pants,  made  by  Stevens- 
Bolt  Corp.,  a  joint  venture  of  J. P. 
Stevens  and  Bolton  Textile  of  Lon- 

(Continued  on   page   109) 
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j  Tour  Muiumaiion  rrojec 

feral  Automation  Has  Produci^fl^  rand 


!n  experienced  automation  partner  can  reduce  start-up  time  and 
•crease  the  yield  of  better  quality  products.  General  Automation  is 
hat  partner. 

lur  Automation  Products  Division  manufactures  computer-based  4th 
eneration  automatic  control  systems  using  our  SPC-12  worker  com- 
Juter  and  IBM-software-compatible  18/30  supervisory  computer.  And 
le  supply  all  the  interfacing  hardware,  programming,  engineering 
hd  peripheral  equipment  to  tie  them  into  your  processes  easily  and 
bonomically. 

ur  Automation  Sciences  Division  is  specially  staffed  with  process 


control  experts  of  national  stature  who  have  over  75  automation  firsts 
to  their  credit.  They  provide  feasibility  and  engineering  services, 
installation,  software  and  training.  In  short,  everything  you  need  for 
a  complete  computerized  automation  system. 

With  our  pre-engineered  automatic  control  systems,  our  product  soft- 
ware packages,  and  our  geographically  located  technical  application 
centers,  GA  will  put  the  most  advanced  automation  technology  in  your 
plant  or  product  .  .  .  today. 

Our  System  18/30  Brochure  tells  you  all  about  our  automation  capa- 
bilities, write  for  it  today.  See  System  18/30  at  Wescon,  Booth  4734. 


GENERAL    AUTOMATION,    INC.  706  West  Katella.  Orange.  Calif.  (714)  633-1091.   TWX  91 0-593-1 601 


Sales  Offices:  Waltham.   Mass    (617)  8996170  •  New  Rochelle,  N.Y.  (914)  235-9300*  Silver  Spring,  Md.  (301)  593-6010  •   King  of  Prussia.   Pa.  (215)  265-6525  •  Atlanta.  Ga.  (404) 
261  6203.   261  6204  •  Cleveland,  O.  (216)  351-2275  •  Des  Plaines,  III.  (312)  298-4650  •  Dallas,  Tex.  (214)  358-0271  •  Los  Altos,  Calif.  (415)  941-5966  •  Orange,  Calif.  (714)  639-3791 


V\fe  built  airplanes, 
constructed  luxury  yachts, 
tested  a  nuclear  reactor,  | 
produced  heavy-duty  truck  axles, 

machined  industrial  gears, 
programmed  airborne  computers 

equipped  a  textile  plant 
and  worked  on 
Apollo  spacecraft. 


It  was  another  busy  day 

at  North  American  Rockwell. 

We  play  a  major  role  in  1 9  Busy  enough  to  make  us  With  our  background,  we  can  To  find  out  more  about  us, 

different  businesses.  To  the  one  of  America's  largest  manage  change.  Instead  of      write  for  our  1968  Annual 

tune  of  2.6  billion  dollars  corporations.  Our  work  just  letting  it  happen.  And         Report. 

in  sales  last  year.  And  every  in  dozens  of  diverse  fields  when  you  manage  change,      North  American  Rockwell, 

single  working  day,  we're  has  given  us  a  bank  of  you  help  shape  the  future.        P.O.  Box  707, 

busy  researching,  developing  technology  and  experience  That's  why  North  American      El  Segundo,  California  90245. 


and  marketing  over  1 00  involving  virtually  every  Rockwell  and  the  future  are 

different  product  lines.  American  industry.  made  for  each  other. 


* 


North  American  Rockwe 
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If  you  want  to  know  the  things  we  make,  have 

lunch  at  The  Sea  Shell  Restaurant  under 

the  West  Side  Drive,  down  by  the  docks 

in  New  York.  Act  innocent.  Ask  them. 

"Ever  heard  of  Fruehauf?" 

"Yeah  sure,"  they'll  say. 

"What  do  they  do?" 

"They  make  gantrys  and  stuff,"  they'll  say. 

"Gantrys?" 

"Big  loading  cranes.  See  Alfie's  rig  over 


on  Pier  33?  It's  a  Paceco  Portainer.* 

Fruehauf  builds  it." 

"I  thought  Fruehauf  just  made  truck  trailers. 

"Them,  too.  You  see  'em  all  the  time  around 

the  docks.  But  they  make  dollies  and 

railroad  cars,  y'know,  those  big  Magor  jobs 

They've  even  got  a  yard  down  in  Maryland 

where  they  convert  ships  for  containers." 

"Fruehauf?  Ships?" 

"Yeah.  They're  all  over  the  joint." 


By  the  time  lunch  is  over,  you'll  find  Fruehauf 
isn't  just  a  trailer  builder,  but  a  worldwide 
diversified  manufacturer  of  products  which 
move  cargo  from  one  place  to  another. 
You  might  not  hear  those  exact 
words,  but  you'll  get  the  idea. 
For  more  information  jot  down  these  addresses. 
Fruehauf  Corporation,  10900  Harper,  Detroit, 
Michigan  48232.  The  Sea  Shell  Restaurant, 
394  West  Street,  New  York,  New  York  10014 


Charlie  Jones, 

dockwalloper, 

probably  knows  more 

about  Fruehauf  than 

Merrill  Lynch,  Pierce, 

Fenner  or  Smith. 


All  our  bankers  aren't  bankers,  anymore. 


Some  are  professional  factors,  some  experts  in 
leasing,  mergers  and  acquisitions,  financial  coun- 
seling or  real  estate.  We  look  at  it  this  way : 

A  multi-billion  dollar  bank  such  as  ours  simply 
can't  afford  to  sit  back  comfortably  on  its  padded 
leather  armchair  and  merely  make  conventional 
loans  to  existing  customers. 

Not  when  customers  have  to  look  elsewhere  for 
help  with  more  specialized  financial  transactions. 


And  not  when,  with  a  little  effort,  we  could 
provide  that  help  ourselves. 

At  First  Pennsylvania  Bank,  we're  not  content 
to  hand  our  customers  half  an  apple. 

That's  why  we've  gone  out  and  hired  estab- 
lished experts  in  financial  areas  closely  related  to 
banking. 

And  that's  why,  when  you  do  business  with  us, 
you  may  end  up  not  doing  business  with  a  banker. 

First  Pennsylvania  Bank    j 

The  First  Pennsylvania  Banking  and  Trust  Company 
15th  and  Chestnut  Sts..  Philadelphia.  Pa.  19101 
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READERS  SAY 


Valuable  Resale 

Sir:  Living  and  working  in  Vietnam 
for  the  past  three  years  has  resulted  in 
the  receipt  of  your  magazine  as  a  "must." 
A  certain  problem  exists,  however.  I 
often  derive  as  much  from  the  letters  to 
the  editor  as  from  the  original  article 
being  discussed.  Then  when  I  try  to 
refer  back  to  the  article,  the  copy  has 
long  since  disappeared.  It  seems  that  the 
"hootch"  maids  find  that  your  publica- 
tion has  a  terrific  resale  on  Tu  Do  Street, 
downtown  Saigon,  ranging  from  50  to  75 
piastres  [44  to  66  cents], 

— Daniel  J.  Mooney 
APO,   San   Francisco.   Calif. 

Us  or  We? 

Sir:  Shouldn't  it  read  "the  views  of  US 
wee  pundits"  ( Fact  ir  Comment,  July 
1  5,  ;>.  15)?  Tut.  tut — maybe  you  should 
have  spent  more  time  on  English  and 
less  on  Latin. 

— Dana  E.  Kepner 
Denver,  Colo. 

SlR:  I  regret  to  have  to  take  issue  with 
your  editorial  comments,  not  so  much  for 
the  contents,  but  for  the  grammatical 
errors.  Unless  you  have  intentionally  at- 
tempted to  create  poetic  alliteration,  I 
must  remind  you  that  good  old  American 
English  still  uses  the  pronoun  "us"  after 
the  preposition  "of." 

— Dr.  J.  A.  Buhzle 
Lawrence,  Kan. 

/  was  lulled  by  the  allure  of  allitera- 
tion—MSF. 

Let  It  Live  On? 

SlR:  Concerning  "Almost  Dead  Again" 
(Fact  i~  Comment,  July  15),  on* 
know  and  enjoy  a  tree  by  simply  looking 
at  it  not  so  with  languages,  tor  the  tar- 
luck  roots  are  essential  if  one  is  to  un- 
derstand and  enjoy  them.  I  can't  remem- 
ber a  word  of  my  Latin,  but  I  still  think 
there  is  no  base  like  it  for  understanding 
our  own  language  and  others,  too. 

— Richard  E.  Pille 

Chairman, 

Security  Mutual  Life  Insurance  Co. 

Binghamton.  N.Y. 

Sir:  Forced  language  study,  as  the 
forced  application  of  any  academic  dis- 
cipline, frequently  breeds  discontent. 
However,  the  opportunity  for  such  study 
must  be  left  for  those  who  wish  to  pur- 
sue a  discipline. 

— N.  Lynn  Napiorski 
Southampton,  N.Y. 

Sir:  You  toast  Disraeli  and  roast  Latin. 
You  may  know  the  great  use  Disweli 
made  of  the  language.  During  a  very 
tedious  debate  in  the  House  of  Commons 
on    a    public    health    measure    involving 

(Continued  on  page  106) 


Varo? 
What  are 
they  in? 


Hybrid 
integrated  circuits. 

Among  other  things. 

We  helped  pioneer  microcircuitry  over  17 
years  ago. 

By  consolidating  the  functions  of  many  sub- 
systems into  one  tiny  system. 

This  has  greatly  increased  the  design  free- 
dom of  the  engineer  by  decreasing  weight  and 
volume  considerably. 

Two  of  the  applications  for  Varo's  hybrid 
integrated  circuits  include  airborne  computers 
and  electronic  communication  systems. 

Microcircuitry  is  just  one  of  many  markets 


served  by  Varo's  growing  product  lines.  We're 
also  in  transportation,  image  intensification, 
and  gyroscopic  instruments,  as  well  as  supply- 
ing components  to  the  television  and  computer 
industries. 

While  we  are  becoming  more  and  more 
diversified,  all  Varo  product  lines  are  science 
oriented,  with  the  common  goal  of  serving  the 
evolutionary  needs  of  mankind. 

If  you'd  like  a  penetrating  look  into  the 
extent  of  our  involvement,  write  for  our  an- 
nual report.  Address  your  request  to  Public- 
Relations.  Dept.  F-ll 


© 


VARO 

Varo.  Inc..  Executive  Office,  Garland  Bank  Bldg.,  P.  O.  Box  411,  Garland,  Texas  75040 


Fiberglass 


HATTERAS 


Owners  of  wood  boats  are  usually 
surprised  at  the  roominess  of  the 
Hatteras.  Molded  reinforced 
fiberglass  construction  eliminates 
beams,  ribs  and  frames.  There's 
more  living  and  storage  space. 
Write  for  the  name  of  nearest 
dealer.  For  portfolio  of  color 
literature,  enclose  $1.00.  Send  to 
2402  Kivett  Drive,  H^h  Point, 
N.C.  27261 


fi!> 


Hatteras  Yacht  Division 

North  American  Rockwell 


Reduce  roofing  costs 
with  new  spray  process 

Your  own  rrrainterwnc*  m«n  can  use  Ranco 
roof  spray  -equipment  FREE  to  -wetecproof 
weatherworn  roofs  permanently.  The  roof 
spray  equipment  pumps  Ranco  plastic 
sealant  from  drums  on  the  ground  and  sprays 
it  directly  on  your  roof.  The  sealant  forms  a 
seamless  elastic  shield  that  defies  bitter 
cold  *fna  blistering  rflfet;  It-stops  teaks  and 
r>estor«**p|Wbiia)r  to  oltl  mot  'telt.  ^teve  con- 
tractor's cost*,  tint*,  >aTifl  twndling;  our 
Ranco  Roofing  EngilClls  provide  jobsite 
instruction.  -Write  on  -your  compB'ny  letter- 
head for  FRtE  40-page  Rartco  Roofing  & 
Maintenance  Catalog  which  gives  complete 
details  to  Ranco  Industrial  Products  Corp., 
13306  Union  Ave.,  Cleveland,  Ohio  44120. 
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We've  farmed  a 
strong  attachment 
for  instant 


housing. 


This  handsome  10- unit  apartment 
building  was  erected  in  just  10  days. 

It's  a  new  concept  in  housing, 
the  first  of  1500  urban  renewal  units 
planned  in  the  Akron,  Ohio,  area. 

These  units  go  up  fast  because  they're 
built  at  assembly-line  speed  and  delivered 
to  the  site  in  complete  modules. 

Another  innovation  is  in  construction. 
The  floors,  inside  walls  and  siding 
are  bonded  with  an  adhesive. 

But  not  with  an  ordinary  adhesive. 
The  builder  is  using  a  super- strength 
adhesive  developed  by  B.F.Goodrich,  an 
adhesive  so  strong  it  actually  adds 
strength  to  the  structure. 

The  idea  for  this  new  adhesive 
came  from  one  we  put  on  the  market 
several  years  ago.  But  where  it  was 
only  good  for  interior  paneling,  our  new 
compound  works  both  indoors  and 
outdoors  and  is  compatible  with  all 
kinds  of  building  materials. 

Of  course,  B.F.Goodrich  adhesives 
do  more  than  cut  building  costs.  Over 
the  years,  we've  come  up  with  more  than 
200  different  kinds  for  use  in  jet  planes, 
helicopter  blades,  curtain  walls,  car 
brakes  and  scores  of  other  things. 

There's  no  telling  what  we'll 
latch  onto  next.  Once  we  get  involved  in 
something,  we  stick  with  it. 


BE  Goodrich 


We've  got 
stick-to-itiveness. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


WEATHER  IT  OUT 


While  it  may  be  hard  on  those  caught  with  their  stock- 
market  pants  at  half  mast,  the  stock-market  plunge  does 
have  a  bright  side. 

Contrar\  to  mam  who  think  the  market  is  dropping  be- 
cause inflation  will  remain  rampantly  out  of  control,  I  think 
much  of  the  plummet-impetus  comes  from  a  growing 
awareness  that  inflation  may  flatten  faster  than  predicted. 

While  everybody  rightly  has  been  crying  over  the  ulti- 
mately ruinous  effects  of  inflation,  many  will  be  crying 
when  it  ends.  People  seem  to  have  forgotten  that  the  end 
of  inflation  will  hurt — declining  sales;  inability  to  increase 
prices  to  cover  wage  settlements  that  call  for  ever  higher 
rates  for  the  next  two  to  three  years.  Thus  a  real  squeeze 
on  profits.  Greater  unemployment.  Diminished  optimism. 
Delayed  starts.  The  wiping  out  of  $107  billion  in  stock 
values  itself  will  make  many  feel  less  flush,  curb  personal 
as  well  as  corporate  spending.  Once  this  cycle  starts,  it  has 
a  tendency  to  feed  on  itself. 


As  hangover  sufferers  can  testify,  after  every  high  there 
has  to  come  some  low.  When  it  hurts  some  will  panic, 
screaming  at  Washington  for  another  shot,  a  quick  hypo. 

I  don't  believe  the  Nixon  Administration  will  give  in  too 
readily,  too  soon.  The  trend  of  stock-market  prices  in  my 
opinion  has  merely  reflected  the  fact  that  there  is  a  price 
— we  hope  not  too  heavy — for  halting  our  binge.  The  stock 
market,  as  usual,  is  paying  it  earlier,  anticipating  it  ahead 
of  the  rest  of  the  economy. 

I  don't  think  the  economic  downdraft  will  be  lasting  or 
inflict  unendurable  duress.  Those  who  own  their  stocks, 
those  who  are  not  pure  speculators,  those  who  have  not 
been  engaged  in  book-juggling  to  build  empires  with  paper 
money  and  on  credit,  will  weather  what's  ahead. 

Stock-market  prices  will  be  up  again  even  if  not  as  soon 
as  some  would  wish. 

And  when  stock  prices  start  to  climb  again,  as  they  will, 
it  will  be  for  sound  reasons  and  represent  real  value. 


AN  ALLITERATION-? 

Conservatives'  pinch  to  finish  Finch? 


TWO  BIRDS,  ONE  STONE 


It  isn't  often  that  an  administration  can  get  two  vitally 
needed  jobs  done  with  one  measure.  The  Nixon  Adminis- 
tration has  that  opportunity. 

The  critical  shortage  of  skilled  labor,  particularly  in  the 
construction  trades,  has  long  ceased  to  be  merely  outra- 
geous. It's  now  dangerous.  By  keeping- their  numbers  to  a 
minimum,  craft  union  leaders  have  had  a  beautiful  bludgeon 


that  they  have  wielded  without  mercy  to  achieve  wage 
and  working-condition  settlements  that  would  be  consid- 
ered fantasy  if  they  weren't  such  painful  facts.  They  have 
probably  contributed  more  than  any  other  single  element 
to  the  soaring  costs  with  no  added  value  that  constitute 
inflation. 

This  restrictive  blackmailing  monopoly  has  to  be  shaken 
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up,  and  only  the  Federal  Government  has  the  power  to  do 
it.  It  can  almost  be  done  by  executive  decree,  in  view  of 
the  fact  that  Government  accounts  for  anywhere  from  a 
fourth  to  a  third  of  all  construction  work. 
•  •  •  « 
The  other  problem  the  Nixon  Administration  faces  is 
the  near-total  lack  of  faith  on  the  part  of  blacks  that  the 
Administration  really  has  any  sympathy  or  understands  the 
breadth,  depth  of  our  racial  problem.  As  well  as  residen- 
tial  ghettoing,    there    still    exists    virtually    complete   job 


ghettoing  in  craft  unions,  with  the  construction  trades  out- 
standing offenders.  By  wielding  more  than  words,  the  Nixon 
Administration  could,  should  force  open  these  tight  anti- 
black  union  rules  and  regulations. 

Thus  in  one  movement  the  Nixon  Administration  can 
achieve  something  really  meaningful  on  the  race  scene 
and  at  the  same  time  shake  up  a  bit,  begin  to  open  up  a 
bit,  the  dangerous  vice  of  union  restrictions  with  which 
the  life  is  being  squeezed  out  of  a  truly  vital  segment  of 
our  economy. 


Gadzooks,  in  less  than  a  week  I'll  be  50  years  old. 

All  through  the  teens  and  the  twenties  and  even  well 
into  the  thirties,  I  considered  the  50s  and  the  60s  and  the 
70s  as  virtually  one  and  the  same — ancient. 

For  yours  truly  there's  cold  comfort  in  that  old  saw 
about  a  person  being  only  as  old  as  he  feels.  The  fact  is 
I  ache  all  over.  While  the  immediate  reason  has  nothing  to 
do  with  aging,  aging  is  really  the  reason  for  these  current 
aches.  .  .  . 

Having  thoroughly  enjoyed  motorcycle-trail  biking  with 
a  couple  of  my  sons  summer  times  in  remote  Rocky  moun- 
tains, we  "graduated"  to  heavier  street  cycles.  Last  Fourth 
of  July  I  took  a  1,100-mile  spin  from  New  York  to  Quebec 
and  back.  En  route,  through  dumbness  compounded  by 
carelessness,  I  made  part  of  the  trip  on  my  face  when  my 
cycle  slid  in  one  direction  and  I  in  another.  No  serious 
results,   except   a   shattered   ego   and    lingering    assorted 


FIFTY!   FIFTY?   FIFTY#%*&0 

hurts,  pains  and  bruises. 

(Please,  dear  sensible  reader,  refrain  from  telling  this 
gray-haired,  saddened  old  hulk  to  act  his  age.) 


One  other  piece  of  dramatic  evidence  that,  no  matter 
what  one  thinks  or  feels,  there  is  a  difference  between  50 
and  20 

As  a  senior  in  the  winter  of  1941  I  won  my  letter  on 
the  Princeton  gym  team — you  know,  bulging  biceps  and 
taut  pectorals  and  washboard  stomach  muscles. 

Thirty  years  later,  all  this  evidence  of  youth  and  vigor 
has  simply  turned  fatter  and  saggier  than  would  be  the 
case  for  those  more  wise  who  refrained  from  the  dangers 
of  exercise. 

I  guess  what  people  call  the  Dignity  of  age  must  be  two 
or  three  decades  ahead.  Right  now  I  am  only  aware  of 
some  self-inflicted  indignities  involved  on  the  way. 


HE  MIGHT  HELP 


How  do  you  like  your  judges? 

Cool,  cloistered,  judicious  and  above-it-all — bringing 
pure  thought  and  no  emotional  reaction  or  involvement 
to  their  bench? 

Or  would  you  prefer  to  have  your  judges  occasionally 
interested,  reacting,  poking  and  probing,  full  of  questions, 
admonishments,  and  reacting  as  law-wise,  involved  human 
beings? 

The  question  is  far  from  academic,  as  anyone  who's 
ever  appeared  before  these  Cloaked  Birds  knows. 

I  was  fascinated  to  read  Warren  Burger's  observations 
on  the  subject  of  judicial  behavior.  The  new  Chief  Justice's 
words,  to  me  at  least,  were  persuasive  when  he  stated 
that  he  himself  intended  not  to  be  remote,  but  to  get  right 
busy  on  reforming  the  administration  of  justice  in  this 


molasses-slow  unjusticed  land  of  ours. 

"All  the  talk  of  outside  activities  of  judges  is  totally 
irrelevant  to  the  administration  of  justice,"  said  the  new 
Chief  Justice. 

"Even  if  all  the  Federal  Court  decisions  were  beautiful, 
we  are  going  to  need  the  governors,  the  legislatures  of 
the  states  and  the  committees  of  law"  to  make  substan- 
tial improvements  in  the  administration  of  justice. 

"It  is  important  that  the  judges  don't  withdraw.  I  will 
urge  them  to  take  part  more.  Justice  is  not  a  one-way 
street.  It  is  a  noble  concept  of  civilized  people,  but  justice 
means  fair,  honest  and  speedy  determination  of  issues  for 
both  sides  of  the  issue  whether  it  be  a  civil  or  a  criminal 
case,"  concluded  Justice  Burger. 

Bravo! 


DEFINITION  OF  AN  ECONOMIST 


William  McChesney  Martin,  lamentably  soon  to  retire 
as  head  of  the  Federal  Reserve  Board,  has  not  achieved 
his  fame  as  a  humorist. 

The  other  day,   though,   I  heard   him   describe   to   a 


Grove-y  group  that  he'd  read  somewhere  this  definition 
of  an  economist: 

"An  economist  is  a  man  who  would  marry  Elizabeth 
Taylor  for  her  money." 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


I 


I  Had  he  called  us  in, 

luilding  his  tomb  wouldn't  have  been  such  a  drag. 


We'd  have  helped  him  finish  the 
in  short  order.  (And  still  leave 

with  enough  cash  to  put  in  air 
dihoning,  had  he  wanted  that  too.) 

Things  like  this  are  possible  when 

lease  your  transportation  and 
age  equipment  from  us  —  GATX. 
a  matter  of  fact  we've  been 
jing  American  business  move  their 
ds  for  the  last  seventy  years.) 

We  lease  everything  in  the  line  of 
.sportation  and  storage  equipment 
i  barges  to  airplanes  to  railroad 
s  to  terminals. 


And  because  you  lease  your 
equipment  instead  of  buying  it,  you 
tie  up  a  lot  less  capital.  So  you  have 
more  money  on  hand  for  the  important 
things.  Like  expansion. 

Then,  too,  leasing  doesn't  leave 
you  with  a  lot  of  headaches. 


You  never  have  to  worry  about 
selling  obsolete  equipment.  Or  face 
the  nightmare  of  service  and  main- 
tenance bills.  (They're  our  responsi- 
bility, not  yours.) 

Leasing  makes  a  lot  of  sense, 
doesn't  it? 

So  why  not  call  General  American 
Transportation  Corporation,  Chicago. 

We  won't  put  a  strain  on  your 
big  plans. 


GATX 


Presenting 


Dutch  Chicken 


3  FOR  1  FRANCHISES 

The  Dutch  Chicken  Division  of  American  Diversified 
Corporation  now  has  available  profitable  fast  food 
franchises  featuring: 

*  Pennsylvania  Dutch  Fried  Chicken 

With  our  Own  Secret  Dutch  Chicken  Coating 
Keeps  juices  in,  seals  fat  out 

Old  Fashion  Bread  served  piping  hot!  (sliced) 

*  Roast  Beef  Sandwiches  on  Hot  Old  Fashion  Bread 

*  Dutch  Burger    and  Windmill 

Ham  Sandwiches  on  Hot  Old  Fashion  Bread 

Corned  Beef  on  Hot  Rye  Bread 

Dutch  Fried  Potatoes 

Cole  Slaw,  Shakes,  and  Soft  Drinks 

What  makes  Dutch  Chicken  so  appealing? 

*  ■  This  menu,  which  generally  requires 
3  franchises,  3  royalty  fees,  3  land  ac- 
quisitions, 3  buildings,  3  equipment 
packages  and  3  signs,  is  now  combined 
by  Dutch  Chicken  into  one  cost  which 
is  comparable  to  any  one  of  three  sepa- 
rate franchises. 

More  customers  and  especially  families 
are  attracted  to  Dutch  Chicken  because 
the  diversified  menu  appeals  to  almost 
everyone. 

These  family  units  produce  larger  aver- 
age orders  and  therefore  larger  profit 
margins. 

The  net  result  of  a  Dutch  Chicken  in- 
stallation is  a  higher  potential  gross 
volume  and  a  higher  net  profit  for  the 
price  of  ONE  franchise. 


For  FREE  INFORMATION  oi 
how  you  can  own  a  profitabl 
Dutch  Chicken  franchise, 


contact 


II 


3utcj>(fj, 


icfcen 


3urks,  President  &  Chief  Executive  Officer 
im  R    Williams.  Chairman  of  the  Board 
M    Kmker,  Executive  Vice  President 


DUTCH  CHICKEN  DIVISION 

fM    AMERICAN  DIVERSIFIED  CORP. 
£      P.O.  Box  335.  Camp  Hill.  Pa    17011 


or 

return 

this 


AMERICAN  DIVERSIFIED  CORP. 

P.O.  BOX  335 

CAMP  HILL,  PA.  17011 

Yes!  I'm  interested  in  learning  how  I  can  profit  by  investing 
in  my  own  Dutch  Chicken  business.  Please  send  details. 


Name 


Age 


Address 

City    

State  


I  am  interested  in  putting  a  Franchise  in 
(Areas     


Zip 


Thanks  for  flying  LSI* 


No,  we're  not  an  airline.  We  don't 
make  airplanes  either.  But  it's  a  pretty 
good  bet  that  if  you're  an  astronaut,  a 
military,  commercial  or  private  pilot,  or 
a  passenger,  Lear  Siegler,  Inc.  is  helping 
to  make  your  flight  easier  and  more 
comfortable. 

Virtually  every  major  and  local 
service  commercial  airline  relies  on  LSI 
systems  and  products.  Ten  LSI  divisions 
now  provide  a  wide  variety  of  equipment 
to  fill  the  ever  expanding  needs  of  this 
growing  industry. 


Government  FAA  forecasts  indi- 
cate that  airline  passenger  traffic  will 
more  than  triple  by  1980,  and  the  gen- 
eral aviation  fleet  of  1  14,000  aircraft  in 
1%8  will  increase  to  more  than  214,000 

Today,  LSI  isdevelopingthesophis- 
ticated  avionics  which  will  be  utilized 
by  the  new-generation,  luxury,  tri-jet 
airliners  with  their 
vastly    expanded 
passenger  carrying 
capacity.  We  began 
perfecting  one  such 


system  in  1962  and  started  landir 
transports  with  our  All-Weather  L 
ing  Systems  more  than  20,000  Ian 
ago.  LSI  is  also  working  on  (light 
stability  control  and  guidance  sy? 
for  Vertical-Short-Take-Off-or-Lan 
commuter-type  aircraft  which  wi 
our  nation's  next-generation,  intei 
transports.  We're  LSI— Lear  Siegler 
—the  half  billion  dollar  company 
t  o.       *        t  helps  make  p< 

Lear  Siegler,  Inc.  feei  at  home  h 

Santa  Monica,  California    air. 


Forbes 


The  Glint  in  Kirk's  Eye 

If  you  wonder  why  Kirk  Kerkorian  wants  all  that  M-G-M  stock, 
forget  about  the  glamour  of  sho  w  biz.  Study  mo  vieland  bookkeeping. 


A  good  many  people  are  mystified 
h>  Lis  Vegas  tycoon  Kirk  Kerkorian's 
tender  offer  for  moviemaking  Metro- 
Goldwyn-Mayer,  which  has  been 
deep  in  the  red  and  has  had  few  hits 
lately.  Is  it  the  real  estate  he's  after? 
The  glamour  of  show  biz?  Kerkorian 
is  a  bit  of  a  mystery  man,  and  the 
whole  thing  seemed  a  mystery  of 
sorts  to  the  press. 

Those  familiar  with  the  imaginative 
intricacies  of  movieland  bookkeeping, 
however,  think  they  know  the  answer: 
Kerkorian  is  buying  into  a  built-in 
turnaround.  They  are  convinced  this 
is  true  because  no  other  motive  makes 
sense:  Kerkorian  says  lie  is  after  con- 
trol, but  he  can  hardly  get  it  when 
whiskey  magnate  Edgar  N.  Bronfman 
and  publisher  Time  Inc.  already  own 
between  them  21'.  ol  the  stock.  (Ker- 
korian's initial  offei  was  for  17%,  I 
million  shares  at   s  35  a  share.) 

The  turnaround  theory  makes  very 
good  sense.   Here  is  the  script: 

On  Aug.  31.  1968,  Robert H.  O'Brien, 
who  then  was  president  ol  Metro-Gold- 
wyn-Mayer,  announced  that  M-G-M 
had  ended  up  the  fiscal  year  with  a 
profit  ol  Sl).  \  million  after  taxes. 
Total!)  impressed,  Bronfman  of  Sea- 
grams, which  owns  about  168  "I 
M-G-M-'s  stock,  and  James  A.  Linen 
of  Time  Inc..  which  owns  about  5%, 
combined  to  oust  O'Brien  and  replace 
him  with  Louis  F.  Polk  Jr.  When 
Polk's  name  came  up,  Hollywood 
snickered.  Here  was  a  former  General 
Mills  financial  vice  president  13  years 
out  of  Harvard  Business  School,  who 
quotes  Franz  Fanon.  the  black  revolu- 
tionary intellectual,  at  press  confer- 
ences. Polk  seemed  a  babe  in  the 
woods  in  the  tough,  cynical  movie 
capital.  Linen  and  Bronfman  knew 
what  they  were  doing,  however.  They 
needed  a  turnaround,  and  traditional 
Hollywood  types  no  longer  have  cred- 
ibility in  Wall  Street.  But  a  profitable 
year  or  two  with  Polk's  name  on  them 
could  almost  certainly  be  credible. 

Four  months  after  he  took  over  the 
presidency,  Polk  announced  that 
M-G-M  would  lose  about  $19  million 
during  the  fiscal  year  ending  Aug.  31, 
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1969,  largely  because  of  massive 
writeoffs.  M-G-M's  stock,  which  Sea- 
grams and  Time  had  bought  at  around 
$59,  fell  to  $27.  Tough  medicine,  but 
it  made  sense.  Weren't  these  big 
writeoffs  the  first  step  of  a  major 
break  with  the  past?  Weren't  they  the 
first  signs  of  a  managerial  revolution 
at  M-G-M?  Wasn't  Polk  doing  what 


He's  Mad.  Associates  of  Ed- 
gar Bronfman  (below)  say 
that  fie  blows  up  whenever 
anyone  mentions  Kirk  Ker- 
korian (above).  The  tender 
offer  caught  him  by  surprise. 


any  sharp  young  executive  would  do? 

Switch  back  to  Las  Vegas. 

On  July  22,  Kirk  Kerkorian  made  a 
tender  offer  for  1  million  shares  of 
M-G-M,  17%  of  the  shares  outstanding, 
at  $35,  $8  above  the  market  price. 
Unlike  the  investors  who  panicked  at 
Polk's  announcement  of  a  probable 
$19-million  loss,  causing  the  stock  to 
fall  ten  points,  Kerkorian  can  read  be- 
tween the  lines  of  an  earning's  state- 
ment. 

From   Red  to   Black 

He  recognized  that  what  Polk  had 
done  was  to  use  accepted  accounting 
practices  to  set  the  stage  for  what 
Wall  Street  soon  will  call  "a  sensa- 
tional turnabout,"  a  turnaround  that 
will  gain  credibility  for  having  been 
engineered  by  a  non-Hollywood  man- 
agement expert.  Given  these  accepted 
accounting  practices,  M-G-M  is  all  but 
certain  to  zoom  into  the  black  in  fiscal 
1970,  the  year  starting  Sept.  1.  Asked 
whether  that  wasn't  true,  Richard  L. 
Schall,  whom  Polk  brought  from  Gen- 
eral Mills  to  become  M-G-M's  chief 
financial  officer,  said  the  other  day: 
"Well,  yes.  Of  course."  M-G-M  Trea- 
surer John  Beronio  was  a  bit  more 
conservative.  "Yes,"  he  said,  "unless  a 
disaster  happens." 

Knowing  this,  Kerkorian  counted 
on  the  same  kind  of  people  who 
dumped  M-G-M  when  Polk  reported 
a  probable  loss  to  gobble  up  the  stock 
when  the  first-quarter  report  showed 
fat  earnings. 

Why  will  M-G-M  lose  money  this 
year,  and  why  is  the  company  all  but 
certain  to  make  money  next  year? 

The  answer  is  not  very  complicated. 
When  Polk  took  over  the  presidency , 
he  wrote  off  $45  million. 

He  did  this  in  three  ways: 

•  By  deciding  not  to  produce  mov- 
ies that  had  already  been  scheduled 
and  calling  the  money  put  into  them  a 
total  loss.  He  did  this  because  he  was 
afraid  they  would  lose  money  and  he 
didn't  want  the  blood  on  his  balance 
sheet. 

•  By  accepting  the  fact  that 
M-G-M's   monaural   records  wouldn't 
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sell  because  music  lovers  now  demand 
•iereo.  and  calling  them  a  loss,  too. 

•  By  ruthlessly  slashing  the  esti- 
mated return  on  movies  still  in  re- 
lease, which  means,  in  effect,  taking 
the  loss  on  them  in  fiscal  1969  rather 
than  over  their  life. 

The  last  was  by  far  the  biggest  fac- 
tor. It  amounted,  according  to  Bero- 
nio,  to  close  to  $35  million. 

Schall  and  Beronio  insist  that,  in 
knocking  $35  million  off  the  estimated 
return  on  the  M-G-M  movies  now 
showing,  they  simply  follow  tradition- 
al M-G-M  bookkeeping  methods. 
M-G-M,  they  say,  always  has  revised 
its  estimates  of  what  a  movie  will 
bring  in  after  it  has  shown  in  10%  of 
the  nation's  movie  theaters,  and  that's 
exactly  what  they  did. 

Says  an  executive  of  another  movie 
company:  "Yes,  it's  a  legitimate  write- 
off but  M-G-M  didn't  really  earn  $9.4 


million  in  fiscal  1968.  It  actually  lost 
money  that  year.  The  loss  didn't  show 
in  the  annual  report  because  the  com- 
pany didn't  want  to  admit  that  M-G-M 
had  movies  out  that  were  bombing." 

They  Can't  Lose 

From  the  standpoint  of  a  man  like 
Kirk  Kerkorian,  this  is  a  matter  of  ab- 
solutely no  importance.  The  $45-mil- 
lion  write-down  means  that  M-G-M 
cannot  possibly  sustain  any  losses  from 
the  movies  it  has  released.  According 
to  accepted  accounting  practices,  the  ' 
worst  turkeys  among  them  must  at 
least  break  even.  A  couple  of  them 
may  catch  on,  bringing  unexpected 
earnings. 

There  are  other  reasons  why  M-G-M 
is  all  but  certain  to  make  money  next 
year  after  this  year's  $19-million  loss: 

•  It  has  a  picture,  "The  Gypsy 
Moths,"  that  seems  like  a  hit.  The  pic- 


ture originally  was  scheduled  to  ap- 
pear  this  summer — that  is,  in  fiscal 
1969 — but  the  release  has  been  de- 
layed until  Thanksgiving,  fiscal  1970. 
Schall  insists  the  reason  for  the  delay 
wasn't  to  make  fiscal  1970  look  good,  J 


Tougher  Slogging  Ahead? 

Bank  earnings  are  benefiting  from  frantic  loan  demand,  but  the  high 
cost  of  money  is  beginning  to  hurt.  So  don't  look  for  further  big  gains. 


Thomas  Mellon  Evans,  chairman  of 
both  Crane  and  H.K.  Porter  (see  p. 
44),  made  a  characteristically  sarcas- 
tic observation  on  the  topic  of  banks 
a  few  days  ago.  Why  did  Crane,  a 
maker  of  pumps,  plumbing  equip- 
ment and  air-conditioning  units,  re- 
cently acquire  an  18%  interest  in  what 
is  now  the  Northern  Jersev  National 
Bank? 

"Because  I  think  banking  is  the 
easiest  business  there  is,"  Evans 
laughed.  "The  economy  is  in  a  ter- 
rible squeeze  and  look  at  bank  earn- 
ings— they're  going  straight  up!  It's 
an  unbelievable  business!  The  Gov- 
ernment tells  you  what  to  charge. 
You  don't  have  an  inventory  problem 
— all  those  dollars  look  the  same. 
They  tell  you  what  area  to  compete 
in  and  how  competitive  you  can  be. 
It's  a  nice  business  in  be  in!" 

Evans  was  joking,  of  course.  But, 
as  the  chart  at  the  right  clearly  shows, 
commercial  banking  has  indeed  been 
"a  nice  business  to  be  in"  of  late.  A 
recent  survey  of  80  major  U.S.  banks 
shows  an  average  six-month  gain  of 
19.3%  over  the  first  six  months  of 
1968 — considerably  better  perform- 
ance than  most  industries. 

Some  big  banks  did  almost  twite  as 
well.  First  Pennsylvania  Corp.,  the 
holding  company  for  First  Pennsyl- 
vania Banking  &  Trust,  which  ranks 
20th  in  size  nationally,  showed 
an  impressive  38.4%  gain  over  its 
earnings  lor  the  first  half  of  last  year. 
This  was  considerably  better  than  the 
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20%+  gains  of  such  traditional  stock 
market  favorites  as  Avon  Products  or 
Teledyne.  Yet  Avon  Products  enjoys 
a  price/earnings  multiple  over  four 
times  that  of  First  Pennsylvania:  Is 
the  stock  market  wrong? 

Not  entirely.  No  bank  president  ex- 
pects earnings  in  the  industry  to  con- 
tinue growing  at  the  present  rate. 
"You  just  can't  expect  this  kind  of 
increase  year  after  year,"  sighs  Chair- 
man William  L.  Day  of  First  Penn- 
sylvania somewhat  wistfully.  "I 
wouldn't  think  bank  earnings  would 
continue  growing  at  this  pace,"  says 
President  Gabriel  Hauge  of  Manufac- 
turers Hanover.  "The  average  cost  of 
money  is  working  its  way  up,  too." 

As  Hauge  knows,  banks  are  finally 
running  out  of  sources  of  cheap 
money.  When  the  Federal  Beserve 
started  applying  the  economic  brakes 
last  November  there  was  a  certain 
amount  of  slack  in  the  system  in  the 
form  of  pools  of  relatively  low-cost 
money,  such  as  time  and  savings  de- 
posits and  certificates  of  deposits. 
The  banks  tapped  some  of  this  cheap 
money  and  loaned  it  out  at  sharply 
higher  interest  rates. 

But  the  crunch  has  been  taking 
hold.  Slowly  but  surely  the  pools  of 
money  have  been  drying  up.  Com- 
panies and  individuals  have  drawn  in- 
creasingly on  their  savings  to  meet  ex- 
penses. This  is  particularly  true  of 
certificates  of  deposit,  in  effect  short- 
term  corporate  savings  accounts. 
Holdings  of  CDs  in  the  nation's  major 


commercial  banks  fell  from  $22.8  bil-1 
lion  to  below  $14.4  billion  in  the  first 
half  of  1969. 

The  first  banks  to  feel  the  pinch 
were  the  big  "money  market"  banks* 
of  New  York  City,  where  banking  is 
done  less  in  terms  of  "relationships"- 
and  more  in  terms  of  dollars  andi 
cents.  So,  one  by  one,  the  big  New 
York  banks  and  many  regional  banks- 
were  forced  to  borrow  dollars  abroad 
in  the  so-called  Eurodollar  market. 
As  demand  for  Eurodollars  rose- 
sharply,  that  market  became  quitei 
expensive  and  bank  profit  margins 
were  squeezed. 

The  pinch  on  New  York  banks 
shows  up  quite  clearly  when  bank 
earnings  are  broken  down  by  region. 
The  average  six-month  earnings  gains 
for  six  big  New  York  banks  was  10.9S 
vs.  20.5%  for  nine  southern  banks  and 
21.5%  for  six  banks  in  Philadelphia, 
Boston  and  Pittsburgh. 

Special  Case 

One  important  exception  among 
New  York  banks  was  Manufacturers 
Hanover,  which  showed  above-aver- 
age earnings  gains  of  21.1%  for  the 
period.  President  Hauge  quickly  con- 
cedes that  this  was  not  due  to  bril- 
liant management,  but  rather  to  luck. 
"We  do  not  have  a  bond  depart- 
ment," he  explains.  "Consequently, 
we  did  not  have  the  losses  in  our 
trading  department  that  I  know 
affected  adversely  the  performance  of 
some  banks  in  the  city.  It  also  meant 
that  we  did  not  have  to  go  into  Euro- 
dollars heavily  until  June — a  good 
deal  later  than  some  other  New  York 
City  banks." 

Most  New  York  banks,  lacking  suf- 
ficient funds  to  lend,  have  also  had  to 
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Two  of  the  Bombs.  Among 
the  M-G-M  pictures  that  did 
poorly  were  "The  Shoes  of 
the  Fisherman"  with  Anthony 
Quinn  and  "The  Comedi- 
ans"   with    Elizabeth    Taylor. 


but  lie  doesn't  deny  the  delay. 

•  Another  bonanza  for  fiscal  1970 
will  be  two  contracts  that  M-G-M  has 
signed  with  the  National  Broadcasting 
Co.  and  the  Columbia  Broadcasting 
System  for  the  release  of  several  old 
movies.  NBC  lias  agreed  to  pay  $17.8 
million  for  them,  and  CBS,  $8.9  million. 
Although  the  contracts  were  signed  in 
fiscal  1969,  the  payments  won't  begin 
until  fiscal  1970.  When  they  do,  ac- 
cording to  Beronio,  M-G-M,  in  keep- 
ing with  its  traditional  bookkeeping 
methods,  instantly  will  take  one-third 
of  the  S26.7  million  into  revenues. 

When  Kerkorian  made  his  tender 
oiler,  M-G-M"s  management  and  its 
two  stockholder-allies  were  outraged. 
Polk  filed  suit  to  block  Kerkorian's 
tender  offer,  charging  that  he  bor- 
rowed the  money  to  make  it  from 
Transamerica  Financial  Corp.  He 
claimed  that,  since  Transamerica  owns 


send  would-be  borrowers  to  regional 
banks.  "I  don't  think  there's  an\ 
Question  but  that  some  ol  the  bor- 
rowers who  normally  would  go  to  the 
New  York  market  have  been  asked 
by  then  New  York  bankers  to  do 
some  ot  this  business  out  in  the  re- 
gions, sa\s  Chairman  Da)  ol  First 
Pennsylvania.  "We  bave  been  able  to 
spot  some  loans  that  came  to  ns  that 
way,  especially  from  brokers.'' 

But  part  of  First  Pennsylvania's  big 
profit  gains  also  came  from  astute 
management.  The  bank  was  able  to 
avoid  a  run  on  its  CDs  by  raising 
the     interest     rates     on     them     in     its 


Virgin  Islands  branch.  Until  several 
weeks  ago  CDs  issued  in  the  Virgin 
Islands  were  exempt  from  Regulation 
O,  which  imposes  a  ceiling  of  6M% 
on  such  paper.  This  in  turn  meant 
that  First  Pennsylvania  was  able  to 
avoid  tapping  the  expensive  Euro- 
dollar market. 

This  cannot  last,  however,  accord- 
ing to  Day:  "We  have  a  collision 
course  coming  here  with  loan  de- 
mand remaining  high  and  a  declining 
level  in  both  demand  and  time  de- 
posits." In  short,  the  supply  of  low- 
cost  raw    material  is  running  out. 

And    there   are   other   storm   clouds 
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United  Artists,  acquisition  of  M-G-M 
stock  by  Kerkorian  with  a  Transamer 
ica  loan  would  be  a  violation  of  the 
antitrust  laws. 

To  Kerkorian,  the  suit  is  simply  a 
nuisance;  he  has  already  arranged  to 
get  the  money  in  Europe.  He  has  what 
seems  like  a  sure  thing  going  for  him. 

When  it  comes,  the  turnaround  may 
take  Time  Inc.  and  Edgar  Bronfman 
off  the  hook;  they  paid  around  $59  a 
share  for  their  stock,  $26  above  recent 
quotations.  It  will,  however,  give  Kirk 
Kerkorian  an  almost  guaranteed  profit 
since  he  bought  in  at  the  bottom.  If  the 
turnaround  is  enough  to  take  Bronf- 
man and  Time  out  at  a  small  profit, 
it  will  take  Kerkorian  out  at  an  even 
bigger  profit. 

The  movie  business  being  what  it  is, 
turnarounds  tend  not  to  be  perma- 
nent. But  at  least  they  are  reasonably 
predictable.  ■ 
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Embarrassing  Riches.  Bank  earnings  are  up  more  sharply  over  the  first 
half  of  1968  than  those  of  mosf  other  industries.  It  will  be  a  hard  act 
to  follow,  but  banks  expect  another   10%  gain  this  year. 


looming.  When  banks  report  1969 
income,  they  will  have  to  make  two 
important  accounting  changes — both 
of  which  will  reduce  reported  earn- 
ings. Accountants  have  long  main- 
tained that  bank  "net  operating  earn- 
ings" were  not  comparable  to  corpor- 
ate "net  income"  figures  because  they 
did  not  include  gains  and  losses  on  the 
sale  of  securities  and  because  they  did 
not  make  provisions  for  loan  losses. 
As  the  trend  towards  Big  Board- 
listed  bank  holding  companies  contin- 
ues, however,  banks  have  reluctant!) 
bowed  to  accountants'  pressure. 

Even  more  serious  is  the  possibility 
of  tax  reform.  The  House  Ways  & 
Means  Committee  has  recommended 
to  the  full  House  that  they  elimi- 
nate the  deductions  for  bad  debt 
reserves,  and  the  benefits  of  taking 
long-term  capital  gains  on  securit) 
profits.  This  could  really  hurt.  One 
of  Wall  Street's  top  banking  analysts, 
Bobert  Chaut  of  Kidder,  Peabody, 
terms  this  "by  far  the  major  ques- 
tion mark  in  the  banking  industry 
today." 

But  shed  no  tears  yet.  Most  ob- 
servers believe  the  accounting  chang- 
es will  reduce  bank  net  operat- 
ing earnings  by  little  more  than  4V. 
And  while  the  rising  cost  of  money 
will  begin  to  exert  pressure  on  bank 
profit  margins,  most  bankers  look  to- 
wards the  eighth  straight  year  of  rec- 
ord earnings.  Commercial  bank  net 
income,  they  feel,  should  be  at  least 
10%  higher  this  year.  Even  if  loan 
demand  does  drop  off  later  in  the 
year,  it  won't  necessarily  hurt  the 
bank,  because  the  same  forces  should 
help  bring  down  the  costs  banks  are 
having  to  pay  to  get  the  money  they 
need  to  make  those  extra  loans.  ■ 
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The  Name  Game 

Name  dropping  used  to  be  a  bore,  and  it  may 
still  be,  but  it's  also  very  big  business  today. 


Americans  are  obsessed  with  success. 
They  like  to  associate  with  it,  invest 
in  it,  even  buy  products  from  those 
who  have  it,  as  though  through  asso- 
ciation some  of  the  success  might  rub 
off  on  them.  "With  a  name  like  Joe 
Namath  on  a  restaurant,"  says  Boston 
consumer    psychologist    Martin    Gros- 


Image.  Money's  not  the  main 
criterion  in  picking  endorse- 
ments for  television's  Ed  Mc- 
Mahon  (above)  claims  his 
manager  Robert  Coe.  "When 
they  say  to  us,  'Here's  halt  a 
million  dollars,  now  let  us 
run  with  the  ben'/  we  do 
not  do  it.  Ed's  image  is 
much    too    important    10    us." 


sack,  "there's  something  people  can 
identify  with,  ft  makes  them  feel 
more  secure."  So  today- people  don't 
just  sell  goods  and  services;  many  of 
them  sell  or  rent  their  names.  The 
"Name  Game"  is  big  business,  $500 
million  worth. 

Basically  the  name  game  involves  a 
celebrity  lending  the  use  of  his  name 
and  image  in  return  for  cash  or  cor- 
porate equity.  It  provides  the  business- 
man an  instant  door-opener,  the 
celebrity  an  easy  source  of  additional 
wealth,  the  consumer  a  status  symbol 
and  a  vicarious  association  with  gla- 
mour and  success. 

If  you  are  having  a  party,  you 
can  rent  equipment  you'll  need  from 
TV  star  Ed  McMahon,  wear  a  suit 
bought  from  Mickey  Mantle,  have 
your  wife's  hair  done  by  Edie  Adams. 
Security  for  the  party  can  be  pro- 
vided by  John  Cameron  Swayze,  the 
catering  by  Joe  Namath,  Dizzy  Dean, 
Tennessee  Ernie  Ford  or  one  of 
dozens  of  other  celebrities. 

When  burly,  45-year-old  Ed  Mc- 
Mahon, sidekick  on  Johnny  Carson's 
"Tonight"  show,  first  came  to  New 
York  he  described  himself  as  "hungry 
to  get  on  camera.  The  first  commer- 
cial I  won  an  audition  for,  they 
wanted  me  in  one  of  those  'wonderful' 
strap  T-shirts  rubbing  my  shoulder  for 
some  muscle  relaxer,  but  I  turned  it 
down.  I  needed  the  money,  and  I 
wanted  to  prove  myself.  But  imagine, 
now  that  I'm  selling  Budweiser,  if  15 
minutes  later  you  saw  me  in  one  of 
those  'beautiful'  shirts  rubbing  my 
shoulder,  I'd  be  done."  The  name  of 
the  game  is  image. 

McMahon'j  caution  is  now  paying 
off.  Besides  his  Budweiser  contract, 
McMahon  is  president  of  Unicorn 
Creations,  a  specialty  paper  products 
and  film  producer  (with  $l-million 
sales  expected  in  1969),  and  recently 
became  the  image  for  a  Chicago 
franchiser,  A  to  Z  Rentals,  in  a  deal 
that  could  be  worth  $500,000  in  stock 
over  the  next  three  years. 

Like  McMahon,  former  racing 
car  driver  Andy  Granatelli  will  make 
about  $2  million  as  figurehead 
president  of  Studebaker-Worthington's 
STP  division  during  the  next  four 
years.  Edie  Adams  will  get  nearly 
$500,000  in  cash  and  stock  from  Cut 
&  Curl,  Inc.  over  the  next  five  years 
for  lending  her  name  and  image  to  a 
string  of  beauty  salons  and  beauty 
products.  John  Cameron  Swayze, 
Timex'  TV  spokesman,  will  get  $60,- 
000  plus  stock  options  worth  an  esti- 
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mated  $15,000  as  the  image  of  Robot- 
guard,  a  telephone  alarm  franchiser. 

Chicago-based  Nationwide  Indus- 
tries (1968  sales:  $33  million),  which 
runs  ten  different  franchising  com- 
panies, had  a  problem  with  its  A  to  7. 
Rentals  operations,  in  that  no  one 
knew  it  was  available.  "We  wanted 
to  identify  for  the  public  the  variety 
of  items  that  can  be  rented,"  says 
Nationwide  Vice  President  Merle 
Schirado. 

"Because  of  the  very  spread  of  what 
we  were  trying  to  do,"  adds  Schirado, 
"we  wanted  someone  who  could  be 
believable  describing  some  of  the 
things — especially  in  the  party  area — 
and  could  represent  us  to  the  entire 
family."  Nationwide  chose  Ed  Mc- 
Mahon, who  had  already  done  some 
of  their  ads  on  NBC's  "Monitor"  radio 
program.  McMahon  was  signed  to  a 
three-year  contract  with  a  two-year 
renewal  option  and  became  to  the 
public  synonymous  with  all  of  the 
company's  products  and  services. 

"It  seemed  like  a  great  arrangement 
to  me,"  says  McMahon,  "because  I 
was  getting  to  the  point  where  an- 
other salary  is  not  going  to  mean 
anything.  Now  I  have  a  chance  to 
make  capital  gains  and  grow  with  the 
company."  As  for  Nationwide,  "What 
it  has  done,"  says  A  to  Z  subsidiary 
president  Mason  Warner,  "is  lower  the 
inquiry  cost  to  management"  from  an 
estimated  $15  to  $7.35  per  lead. 

For  a  small  additional  fee  A  to  Z 
gets  McMahon  as  master  of  ceremonies 
at  its  annual  sales  convention  and 
selected  franchise  openings.  "The  last 
year  before  we  used  Ed  we  had  96 
franchise  holders  at  the  convention," 
says  Schirado,  "and  we  sold  $219,325 
in  merchandise.  The  following  year, 
Ed's  first,  we  had  192  franchise  hold- 
ers, who  spent  $889,500."  In  the  first 
six  months  of  1968,  without  McMa- 
hon, Nationwide  sold  36  new  fran- 
chises. In  the  first  six  months  of  1969. 
with  McMahon,  it  sold  60  franchises. 

Everybody's   Friend 

New  York  Jets  quarterback  Joe 
Namath,  now  being  promoted  as 
"Chairman  of  the  Board"  of  a  fast- 
food  restaurant  franchise,  Broadway 
Joe's,  got  145,000  shares  of  stock 
in  the  proposed  company  now  worth 
over  $1  million.  "It  was  one  of  the 
most  sought-after  issues  I've  ever 
done,"  says  Wall  Street  underwriter 
Amos  Treat,  who  got  underwriting 
commissions  of  $211,500.  "I  could 
have  sold  a  zillion  shares  because  of 
Joe  Namath."  The  stock  came  out  at 
10,  zoomed  to  17M,  then  collapsed  to 
10&  when  Namath  announced  his 
since-cancelled  retirement.  "Then 
with  the  blast  in  Sports  Illustrated, 
which  was  very  nasty,"  adds  Treat,  "it 
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Success.  "We  go  after  the  personalities  we  want  to  represent,"  says 
President  Stone  of  Licensing  Corp.  of  America,  who  did  the  promotions 
above.  "I'd  like  to  have  the  astronauts,  but  the  Government  won't  let  me." 


dropped  again."  Recently  it  sold  at  7JS. 

Walt  Disne\  Productions,  which 
wrote  many  of  the  rules  tor  the  game 
in  the  Fifties,  licenses  over  100  dif- 
ferent manufacturers  to  produce 
everything  from  Mickej.  Mouse 
watches  (since  1932)  to  Mary  Pop- 
pins  toys.  Disney's  revenues  from 
endorsements  kept  pace  with  the 
company's  growth  by  climbing  from 
S6  million  in  1958  to  $16  million  in 
1968,  oi    128  of  total  sales. 

Personal  endorsements  are  the  sin- 
gle most  important  source  of  outside 


income  for  many  celebrities.  Southern 
California  football  star  O.  J.  Simpson, 
who  is  holding  out  for  an  estimated 
S650.000  from  the  Buffalo  Bills,  will 
make  $500,000  before  his  first  game 
on  endorsements,  according  to  his 
manager,  Charles  Barnes.  Chevrolet 
..lone  will  pay  $250,000. 

Haines  gets  10'/  of  Simpson's  sports 
contract  and  20V  of  his  endorsements. 
"What  we  try  to  do,"  says  Barnes, 
whose;  Sports  Headliners  manages 
eight  other  sports  stars  including 
[ohnny  I'nitas  and  Mario  Andretti,  "is 


handle  just  about  everything — their 
taxes,  their  investments,  their  product 
endorsements,  and  help  them  nego- 
tiate with  the  team  owners."  Barnes 
leaves  investments  to  Dan  Lufkin  of 
Donaldson,  Lufkin  &  Jenrette,  who  is 
a  director  of  Sports  Headliners. 

"In  my  business,"  says  Frank  Scott, 
who  claims  to  have  been  the  first 
"total"  sports  manager,  "you  can  make 
a  thousand  deals  for  ball  players  in 
which  they  make  money  through  en- 
dorsements, merchandising,  name  sell- 
ing and  all  that."  Scott,  who  started 
by  managing  Yogi  Berra,  last  year 
negotiated  close  to  $100,000  in  en- 
dorsements and  appearances  for  De- 
troit Tigers'  pitcher  Denny  McLain 
after  he  won  31  games. 

Everybody's  Doing  It 

It's  not  just  individual  celebrities 
who  have  turned  to  managers  to  get 
them  endorsements.  In  1968  "Major 
League  Baseball,"  under  a  committee 
headed  by  New  York  Yankees'  (CBS 
owned)  President  Mike  Burke,  hired 
Kinney  National's  Licensing  Corp.  of 
America  (LCA)  to  put  them  into 
the  limelight  by  selling  their  name. 

"Money  is  entirely  secondary,"  says 
Burke,  who  expects  the  project  to 
raise  about  $1  million  in  the  next  two 
years,  a  third  going  to  LCA.  "Major 
League  Baseball  began  to  realize 
clearly  that  it  was  necessary  to  pro- 
mote our  game  on  a  national  level." 
The  new  major  league  baseball  logo 
is  on  Domino  sugar  packages.  "It 
was  a  natural  for  us,"  says  an  Ameri- 
can Sugar  official  who  declines  to 
state  what  it  cost.  "Domino  sugar  has 
always  stressed  the  energy  factor  and 
baseball   takes   a   lot   of   energy." 

But  U.S.  Lawn  Tennis  Association 
(USLTA)     Executive    Director    Bob 
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ROYAL  TY  WITHOUT  ROYAL  TIES 


Oveh  Two  CENTURIES  ol  product 
endorsement  by  the  British  Royal 
Family  have  not  dimmed  the  ap- 
peal of  the  "royal  warrant"  to 
British  manufacturers  or  American 
importers. 

"All  the  British  products  we  han- 
dle have  the  royal  warrant,"  ad- 
vises the  importer  of  Tiptree  Little 
Scarlet  Strawberry  Preserves.  On 
the  label  is  the  warrant:  the  royal 
coat  of  amis  and  the  legend,  "By 
Appointment  to  Her  Majesty  the 
Queen,  Jam  and  Marmalade  Man- 
ufacturers." It  is  granted — without 
cost — at  the  discretion  of  the  Lord 
Chamberlain  to  British  firms  that 
have  supplied  satisfactory  goods  or 
services  to  the  royal  household  for 
two  or  more  years. 


Marmalades  must  vie  daily  for  a 
place  on  the  Buckingham  Palace 
breakfast  table.  The  approved 
marmalade  brands  include  Chivers, 
Keiller,  Robertson  and  Cooper.  All 
served,  no  doubt,  with  a  nice  pot 
of  Jackson's  or  Twining's  warrant- 
holding  teas. 

The  royal  warrant  "may  have 
snob  appeal,"  suggests  the  agent 
for  John  Burgess  Chow  Chow  Pic- 
calili.  The  Burgess  company  sup- 
plies fish  and  meat  pastes  to  the 
royal  family. 

No  member  of  the  royal  family 
gets  anything  for  the  use  of  the  royal 
warrant,  a  fact  that  would  make  an 
American  name  peddler  weep. 
Given  a  chance,  he  could  show 
royalty  how  to  rake  in  royalties. 


^ 
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ga  readily  admits  that  he  is  in 

for  the  money.  "We're 

doing     everything     very     dignified," 

Malaga,  who  expects  to  raise 
$200/00  this  year,  "not  cheapening  it 
in  any  way.  We  hoped  to  raise  some 
revenues  to  put  back  into  the  de- 
velopment of  the  amateur  game." 
LCA  has  arranged  to  have  the  USLTA 
name  on  a  new  line  of  Uniroyal  ten- 
nis shoes.  In  return,  Uniroyal  pays 
5%  of  the  wholesale  price — 2.5%  to 
USLTA.  and  2.5%  to  LCA. 

Tonic   with   a   Ting 

Perhaps  the  classic  case  of  celeb- 
rity endorsement  is  that  of  Com- 
mander Edward  Whitehead,  chair- 
man of  Schweppes,  North  America. 
Whitehead  arrived  from  .Britain  in 
1953  facing  a  public  that  did  not 
know  him  or  his  product;  and,  he 
says,  "most  run-of-the-mill  customers 
didn't  care  for  the  bitter  taste." 
Schweppes'  1953  sales,  with  Pepsi 
handling  distribution,  were  minimal. 
Whitehead  tackled  his  marketing 
problem  with  New  York  ad-man 
David  Ogilvy. 

"He  came  up  with  the  suggestion," 
says  Whitehead,  "that  I  should  appear 
in  the  advertising  so  that  he  could 
say  \  had  come  to  insure  that  every 


Whitehead  of  Schweppes 

drop  of  Schweppes  tonic  was  exactly 
the  same  as  the  stuff  from  England. 
It  seemed  a  very  good  idea  even 
though  I  had  no  wish  to  play  this 
dual  role,  which  I've  been  playing 
ever  since." 

The  American  public  loved  him. 
In  the  last  15  years  Schweppes  has  in- 
creased sales  by  2,000%.  Whitehead 
told  Forbes:  "I  think  that  Americans 
particularly,  but  people  generally,  are 


more  interested  in  people  than  they 
are  in  things.  For  instance,  after  I 
recorded  the  first  few  radio  commer- 
cials I  left  on  a  tour  of  the  world. 
When  I  later  arrived  in  Los  Angeles 
I  was  immediately  invited  on  all  the 
stations  so  that  they  could  interview 
me  and  prove  that  I  existed" — a  free 
advertising  bonanza. 

Whitehead,  unlike  the  other  play- 
ers in- the  name  game,  became  a  ce- 
lebrity because  of  his  endorsements, 
but  is  he  happy  about  it?  No.  "I've 
been  asked  by  innumerable  manufac- 
turers, Americans  and  others,  whether 
I  would  recommend  that  they  follow 
our  example.  And  I'm  doomed  to  say 
no.  And  my  reason  for  saying  no 
is  the  unwisdom  of  putting  all  your 
good-will  eggs  in  one  so  vulnerable 
basket.  And  because  of  the  wear  and 
tear  on  the  individual  over  and  above 
the  call  of  duty.  It's  asking  too  much 
of  any  man  that  he  should  be  on  duty 
24  hours  a  day,  week  after  week, 
month  after  month,  year  after  year. 
And  constantly  be  aware  that  any 
false  move  on  his  part  could  wreck 
the  business."  Perhaps  so,  but  he 
can  take  some  comfort  from  the  fact 
that  the  Smith  Brothers,  over  50  years 
dead,  are  still  helping  to  sell  their 
cough  drops  for  Warner  Lambert.  ■ 


The  Un papering  of  Mead 

Mead  has  one  of  the  paper  industry's  weaker  records.  Its  new  pres- 
ident hopes  to  cure  that  by  eliminating  an  old  Mead  fixation— paper. 


"The  important  thing  the  investor 
wants  to  know,"  says  James  W.  (Mac) 
MeSwiney,  Mead  Corp.'s  new  presi- 
dent, "is  that  we  recognize  that  the 
company  isn't  as  good  as  it  should 
be."  The  sixth-largest  forest  products 
company  in  the  country,  Mead  made 
only  $32  million  on  almost  $900  mil- 
lion in  sales  in  1968.  Its  return  on 
equity  was  6%  in  an  industry  that 
averages  11%,  its  five-year  sales  growth 
7.6%  in  an  industry  thai  averages  9%. 
Says  MeSwiney  of  this  iess-than-spar- 
kling  record:  "The  day  of  the  one- 
product  company  is  finished.  When 
you're  in  a  business  as  old  and  ma- 
ture as  ours,  you  can't  maintain  a  10% 
growth  in  earnings  per  share." 

Mead  has  an  extremely  wide  range 
of  paper  products.  But  MeSwiney 
makes  it  clear  that  the  last  vestiges  of 
Mead  being  "Papermakers  to  the 
Country"  went  out  with  the  old  man- 
agement. The  new  one  took  over  last 
October  when  MeSwiney  and  three 
vice  presidents,  forming  a  president's 
office,  replaced  Chairman  Howard  E. 
Whitaker  and  President  George  H. 
Pringle,  who  retired  simultaneously. 
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Since  then,  Mead  has  acquired 
$189-million-sales  Woodward  Corp. 
(pipe  and  pipe  fittings,  castings,  chem- 
icals) for  about  $146  million  in  stock. 
$5-million-sales  Data  Corp.  (computer 
software),  and  has  announced  its  in- 
tention to  buy  $45-million-sales  Stan- 
ley Furniture  Co.  of  Virginia  for 
around  $43  million  in  stock. 

What  i  elation  do  these  companies 
have  to  Mead's  markets?  None,  ad- 
mits MeSwiney;  that's  just  the  point. 
By  1972  MeSwiney  intends  to  have 
at  least  half  of  Mead's  businesses  out- 
side its  traditional  cyclical  paper  busi- 
ness, vs.  some  32%  presently  (mainly 
Woodward  and  school  supplies). 

Big   Bite 

MeSwiney  is  taking  on  quite  a 
chore.  Mead's  sales  in  paper  are  al- 
most certain  to  grow  from  $610  mil- 
lion to  $700  million  by  1972.  If  Me- 
Swiney wants  an  equal  volume  in  that 
year  from  nonpaper  products,  he 
must  more  than  double  his  present 
$287-million  nonpaper  sales,  mainly 
via  acquisitions.  But  MeSwiney  admits 
a   big  acquisition  is  difficult   because 


Mead  is  one  of  the  country's  200  larg- 
est firms  that  the  Justice  Department 
has  warned  against  merging.  Nor  is 
Mead's  stock  particularly  good  merger 
bait.  It  has  been  selling  recently  at  a 
couple  of  dollars  below  book  value, 
or  11  times  anticipated  1969  earnings. 

Ironically,  McSwiney's  goal  will  be 
even  more  difficult  to  reach  because 
Mead's  integration  program  begun 
in  the  Fifties  is  finally  paying  off. 
Mead  is  bringing  on  a  100,000-ton 
Escanaba  (Mich.)  fine-paper  mill  late 
this  year.  After  losing  over  $12  mil- 
lion starting  up,  Mead's  Northwood, 
B.C.,  pulp  mill  is  running  at  capacity. 
Pulp  prices  are  going  up,  and  the  big 
Canadian  mill  (half  owned  by  Nor- 
anda)  is  finally  in  the  black. 

MeSwiney,  of  course,  has  no  quar- 
rel with  improvement  on  the  paper 
side.  But  he  adds,  "When  you  look  at 
the  Seventies,  you  see  that  it  will  be 
a  period  of  high  family  formation." 
The  markets  that  will  really  benefit 
are  the  ones  served  by  Woodward 
and  Stanley:  home-building,  furni- 
ture, appliances,  autos.  That's  the 
type  of  market  MeSwiney  suggests 
Mead  is  really  after.  Of  course,  all 
this  comes  after  almost  $400  mil- 
lion in  capital  spending  in  paper  man- 
ufacturing since  the  early  Fifties. 
Isn't  it  too  bad  someone  at  Mead 
didn't  think  of  the  Seventies  sooner?* 
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150-to-1 

Buy  in  at  $1  a  share.  Build  an 
earnings  record.  Then  go  public  at. 
say,  $15  a  share.  That's  Wall 
Street's  way  with  "modern"  com- 
panies like  nursing  homes  and  com- 
puter leasing  outfits.  Now  Spencer 
D.  Moseley  thinks  he  can  apply 
the  same  strategy  at  decrepit  old 
REA  Express. 

Moseley.  49.  was  hired  by  REA 
last  December  after  six  years  as 
president  of  General  American 
Transportation  Corp.  (now  GATX) 
and  a  short  stint  as  president  of 
Mangood  Corp.  A  few  months 
after  he  arrived  REA  reported  a 
MO-million  loss  on  revenues  of 
$  J70  million,  the  worst  perform- 
ance in  its  deficit-filled  post-World 
War  II  years. 

Moseley's  assignment  from  the 
three  trusters,  who  a  year  ago  as- 
sumed voting  control  from  the 
compam's  51  railroad  owners,  was 
to  prepare  REA  for  sale.  Instead, 
last  month  he  and  five  other  execu- 
tives (also  brought  in  from  the 
outside1  offered  to  buy  REA  them- 
selves. The  railroads  agreed.  II  it 
as  planned,  Moseley's  manage- 
ment group  will  pay  M  a  share  in 
cash,  plus  issue  warrants,  for 
roughly  2  million  of  RE  \'s  2.5  mil- 
lion shares,  i  The  remainder  are  al- 
ready held  In  management  or  are 
being  kept  by  outsiders.)  Moseley 
himself  will  probably  buj  358  oi 
the  shares  lor  roughly  $850,000. 

That's  some  leverage!  For  every 
-si.  the)    get   sl  18  in  sales. 

Moseley  has  big  dreams  for  his 
investment.  "Basically  this  is  a  sim- 
ple business."  he  sa\s.  "All  we 
have  to  do  is  pro\  ide  dependable 
service;  it  doesn't  even  have  to  be 
fast."  So,  he  concludes,  with  good 
management  REA  should  shortly 
be  able  to  net  "no  worse  than  3% 
or  4'c'  after  taxes."  Then  he  should 
be  able  to  go  public  at  maybe  ten 
times  earnings 

This  bit  of  dreaming  seems  hard- 
ly to  square  with  the  realities  of 
REA's  position.  A  company  that 
has  lost  $55  million  over  the  last 
two  years  obviously  has  deep  prob- 
lems that  are  not  going  to  submit 
to  easy  remedy.  Especially  one, 
as  Moseley  admitted  when  he  took 
over:  massive  infusions  of  capital  to 
bin  more  dependable  equipment. 
Still,  it's  quite  an  alluring  dream, 
that  leverage  of  148-to-l.  i. 


Spencer  D.  Moseley 
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Faces  Behind  the  Figures 


Gambler  with  a  Strong  Hand 

If  you  think  that  the  utility  busi- 
ness is  no  place  for  entrepreneurs, 
then  you've  never  met  43-year-old 
Richard  C.  Green.  Green  is  chair- 
man of  smallish  (revenues:  $30 
million)  Missouri  Public  Service 
Co.,  based  in  Kansas  City  and 
operating  largely  outside  the  city. 
In  five  years  he  has  doubled  the 
size  of  his  company,  not  by  merger 
but  by  capital  spending.  Green  is 
lavishing  $46.5  million  on  a  gen- 
erating plant  at  Sibley,  Mo.  that 
has  almost  tripled  MPS'  capacity 
to  585,000  kilowatts. 

And  if  you  think  utility  men  are 
cautious  and  conservative,  you 
haven't  met  Dick  Green.  To  raise 
the  money,  he  hasn't  sold  a  single 
share  of  common  stock,  but  has 
relied  entirely  on  bond  issues,  nine 
of  them  in  the  past  three  years,  and 
one  issue  of  preferred.  Sure,  in- 
terest rates  have  been  high,  but 
entrepreneurs  like  Dick  Green  will 
pay  through  the  nose  before  dilut- 
ing the  common  stockholders' 
equity.  MPS  now  has  a  debt-and- 


Richard  C.  Green 

preferred  ratio  of  76%  of  total  cap- 
ital, as  compared  with  63%  for 
the  typical  utility.  So  expensive 
has  the  borrowing  been  that  al- 
though MPS  revenues  rose  8% 
last  year,  earnings  inched  up  only 


1  cent  a  share  to  $1.58. 

Of  course,  Dick  Green  isn't 
simply  gambling.  Abuikling  in  his 
territory  is  the  new  $200-million 
Kansas  City  airport,  which  will 
use  about  75,000  kilowatts.  And 
somcpf  his  territory,  east  of  Kansas 
City,  once  farmland,  has  been  an- 
nexed by  the  city,  which  is  growing 
rapidly  that  way. 

Another  thing  different  about 
Dick  Green:  Unlike  most  utility 
chiefs,  he  really  controls  his  com- 
pany. His  family  owns  more  than 
25%  of  MPS's  750,000  shares,  $17 
million  worth.  The  company  was 
founded  by  his  grandfather,  who 
sold  out  comfortably  ahead  of 
1929.  His  father  bought  back  con- 
trol in  1940,  about  as  close  to  rock 
bottom  as  you  could  get.  Dick 
has  been  in  control  since  1955. 

Does  the  family-style  control 
affect  the  way  MPS  operates?  You 
bet  is  does.  "I  doubt  like  hell," 
Green  says,  "if  you  could  get  the 
average  board  of  directors  to  go 
along  on  an  expansion  plan  like 
ours.  That  big  block  of  stock 
makes  a  difference."  ■ 


Light  under  a  Bushel 

Martin  Stone,  guiding  spirit  and 
chairman  of  Los  Angeles'  Mono- 
gram Industries,  must  be  giving 
thought  these  days  to  the  perils  of 
diversity.  For  if  his  $140-million 
(sales)  company  was  not  diversi- 
fied, it  could  be  riding  high  as  one 
of  the  country's  most  profitable 
small  companies. 

Monogram  is  the  leading  manu- 
facturer of  self-contained  recircu- 
lating toilets,  which  it  started  sell- 
ing to  the  commercial  aircraft  in- 
dustry and  now  sells  to  pleasure 
boats,  travel  trailers,  construction 
sites — to  any  place  that  needs  to  or 
must  by  law  replace  the  outhouse. 
New  and  stringent  antipollution 
laws  in  many  stales  only  brighten 
prospects  in  this  market. 

But  Monogram  no  longer  shines 
as  a  growth  stock — at  last  look  it 
traded  around  30,  some  16  times 
earnings,  down  from  61  earlier  this 
year  and  81  two  years  ago.  The 
trouble  is  that  Stone  decided  to 
make   Monogram   a   conglomerate. 

Monogram  had  something  of  a 
multi-industry  mix  when  Stone 
took  command  in  1961.  But  he 
streamlined  the  company  by 


centrating  on  its  toilet  business.  At 
the  end  of  fiscal  1966  he  had  a 
company  earning  $1.1  million  on 
$11.7  million  sales.  That  pushed 
his  earnings  up  until  he  could  ac- 
quire a  supplier  of  insulating  ma- 
terials to  the  electronics  industry, 
a  $38-million-sales  producer  of  in- 

Martin  Stone 
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dustrial  fasteners  and  a  wire  and 
cable  supplier  to  the  computer 
industry. 

The  acquisitions  quickly  boomed 
sales  to  over  $100  million.  They 
submerged  Monogram's  dandy 
toilet  business.  Of  course,  con- 
glomerates were  then  in  vogue, 
and  Monogram  commanded  a  44- 
times  earnings  ratio.  Stone's  press 
agents  were  proclaiming  him  as  the 
"next  Tex  Thornton." 

Trouble  was,  the  acquisitions 
have  caused  mostly  trouble,  and  the 
current  aerospace  slump  has  add- 
ed to  Monogram's  problems.  Mono- 
gram had  to  scratch  hard  in  fiscal 
1969  to  surpass  1968's  $6.7-mil- 
lion  earnings.  The  toilet  business? 
It  turned  in  estimated  sales  of  over 
$30  million  and  contributed  over 
40%  of  Monogram's  profit. 

Whether  he  rues  the  day  he  ever 
hit  the  acquisition  trail,  Martin 
Stone  isn't  saying  these  days. 
Though  he  headed  Senator  Eugene 
McCarthy's  California  primary 
campaign  last  year,  he  now  dodges 
the  press.  About  all  he'll  say  is 
that  he  won't  run  for  governor  of 
California  against  Ronald  Reagan 
next  \ear.  Says  Stone,  "I  need  to 
build  up  my  business."  Amen.  ■ 
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How  giving  away  one  bright  idea 

helped  North  American  Philips 

create  a  $200,000,000  industry. 


The  idea  was  the  tape  cassette.  """"PH^*"""1      ^^      Novels  for  the  blind.  Language  and  music 

North  American  Philips  introduced  it  to  ^Jjr  4B  V    courses.  Field  sales  communications.  History 

America  in  1964.  Then,  the  entire  cassette  I  1  and  drama  for  school  children.  And.  most  re- 

idea  was  given  away  to  anybody  in  the  U.S.  1    ■  I^M  cent'y'  sophisticated  computer  applications. 

who  wanted  to  manufacture  them.  ThereB     ■       •§••*  When  the  technicalities  are  ironed 

were  no  royalty  charges,  no  restrictions  at  P      ■-tL-^^^^^  out'  tnere  wi"  a'so  ^°e  video  tape  cassettes. 

all  except  adherence  to  established  quality  Then  portable  television  cameras  will  be- 

standards.  '    come  as  common  as  home  movie  cameras. 

It  sounds  a  bit  mad,  but  it  was  the  jj  BHH|  And  some  day,  it's  possible  that  deep-space 

best  kind  of  business  I      '   '  :d    BBiBi  reconnaissance  vehicles  may  return  from 

Part  of  a  lot  is  better  than  all  of  a  little  years  of  surveillance  with  whole  libraries  of  recorded 

A  reasonable  share  of  an  enormous  market  is  bet-  video  tape  cassettes, 
ter  than  a  huge  share  of  a  limited  market.  Typical  performance 

If  the  cassette  idea  had  been  hugged  to  our  cor-  The  cassette  is  the  kind  of  product  you  expect 

porate  bosom,  North  American  Philips  would  have  had  a  from  North  American  Philips.  Sound  but  not  stodgy.  Inno- 

captive  market.  But  people  are  often  cautious  about  com-  vative  but  not  wild.  Honestly  made.  Astutely  marketed, 
mining  themselves  to  a  one-manufacturer  product.  A  history  of  such  products  has  made  North  Ameri- 

So  other  manufacturers  were  encouraged  to  make  can  Philips  a  half-billion  dollar  success.  And  the  individu- 

and  sell  cassettes  and  cassette  equipment.  The  more  peo-  alists  who  head  our  forty-six  divisions  and  subsidiaries 

pie  there  were  with  a  stake  in  the  cassette  idea,  the  will  make  sure  we  keep  succeeding.  Each  has  a  built-in 

greater  the  market  would  become.  radar  for  good  business. 

And  there  was  one  enormous  advantage:  com-  One  member  of  our  corporate  family  sells  the 
patibility.  Giving  away  the  cassette  idea  made  sure  that  most  popular  men's  electric  shaver  in  the  country.  Another 
all  cassettes  would  be  the  same  size,  work  the  same  way,  designed  a  little  machine  that  stays  at  the  supermarket 
run  at  the  same  speed.  after  hours,  to  give  inventory  information  when  a  corn- 
That  created  competition,  of  course.  But  we  knew  purer  calls  on  the  telephone.  Still  another  was  selected 
we  were  offering  good,  sound,  competitive  products.  by  NASA  to  design  a  special  X-ray  diffractometer  and 

The  calculated  risk  worked  like  a  charm.  The  cas-  spectrometer  to  analyze  samples  brought  back  from  the 

sette  industry  will  sell  about  two  hundred  million  dollars'  moon  while  they  are  still  in  quarantine.  And  most  of  the 

worth  of  products  in  1 969,-  and  during  the  past  five  years,  television  cameras  in  America  use  the  color  camera  tube 

North  American  Philips  has  sold  more  Norelco  cassette  re-  made  by  North  American  Philips. 

corders  and  players  than  any  other  brand  sold  in  the  U.S.  If  any  of  this  sounds  interesting  to  you  as  an  in- 

It  just  keeps  growing  vestor,  send  for  our  annual  report.  Write  to  North  Ameri- 

Cassettes  are  so  simple  and  durable  that  they  can  Philips  Corporation,  100  East  42nd  Street,  New  York, 

open  tape  to  uses  that  were   never  before  practical.  New  York  10017. 


North  American  Philips  Corporation 


Advance  Transformer  •  Alliance  Manufacturing  •  American  Aniline  Products  •  Amperex  Electronics  •  Anchor  Brush  •  Anchor  Serum  •  Business  Products  Division  •  Carolina  Coach 

Chappell  &  Co   •  Chicago  Magnet  Wire  •  Digitronics  Corporation  •  Dialight  Division  •  Dubbings  Electronics  •  Electrical  Industries  •  Ferroxcube  Corporation 

The  A  W  Haydon  Company  •  Home  Appliance  Division  •  Home  Entertainment  Products  Division  •  Invac  Division  •  Kulka  Electric  •  Medical  Systems  Division  •  Mercury  Records. 

Ohmite  •  Philips  Broadcast  Equipment  Corp.  •  Philips  Electronic  Instruments  •  Philips  Elmet  •  Philips  Laboratories  •  Philips  Roxane  Laboratories  •  Price  Electric  Company 

Radiant  Lamp  •  Science  Accessories  Corp.  •  Herman  H.  Smith,  Inc.  •  Thompson-Hayward  Chemical  •  Training  and  Education  Systems 
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aces  Behind  the  Figures 


Another  Kind  of  Fund 

What  can  an  impatient  young 
man  do  to  help  minority-group 
businessmen?  Particularly  if,  after 
graduating  from  Yale  and  Colum- 
bia, he  has  worked  in  Brooklyn's 
dismal  Bedford-Stuyvesant  section 
and  feels  that  the  U.S.  Business 
Establishment  is  doing  very  little? 

That's  what  led  young  Samuel 
S.  Beard,  30,  to  turn  to  Wall  Street. 
"I  knew  there  must  be  some  way 
of  funneling  some  of  the  profits  of 
Wall  Street  into  the  ghettos,"  he 
says,  "but  I  didn't  know  exactly 
how  to  go  about  it  until  my  brother 
Anson  and  some  of  his  friends 
helped  me  to  work  out  First  Hori- 
zon Associates."  First  Horizon  is 
rather  like  a  private  hedge  fund, 
whose  $400,000  capital  was  put 
up  by  15  young  men  in  tax  brack- 
ets that  would  keep  a  possible  loss 
from  hurting  too  much.  Managed 
by  two  friends,  Lawrence  Groo 
and  Mel  Tukman,  both  professional 
money  managers,  First  Horizon 
gained  42%  in  the  last  ten  months 
in  a  very  queasy  market. 

First  Horizon's  profits  are  con- 
tributed to  Beard's  organization, 
Capital  Formation,  which  is  dedi- 


Samuel  5.  Beard 

cated  to  helping  black  and  Puerto 
Rican  entrepreneurs.  First  Horizon 
takes  it  as  a  tax  deduction.  "The 
main  difficulties  these  entrepre- 
neurs face  are  in  finance  and  mar- 


keting," says  Beard.  "They  have 
the  same  drive  as  any  white  entre- 
preneur and  work  just  as  hard  or 
harder." 

To  surmount  these  difficulties, 
Capital  Formation  has  built  a  file 
of  oven  500  Wall  Streeters  to  work 
with  minority  businessmen  on  mar- 
keting and  finance.  Sample  proj- 
ect;, helping  them  submit  loan 
applications  to  banks  and  to  the 
Small  Business  Administration. 
Acting  as  middleman,  Capital  For- 
mation has  arranged  expert  coun- 
sel for  over  400  black  and  Puerto 
Rican  businessmen  and  has  itself 
received  an  SBA  grant  of  $100,000. 

Beard  has  some  kind  words  for 
corporations  like  Crown  Zellerbach 
and  Eastman  Kodak,  which  have 
helped  to  start  and  then  spun  off 
several  minority-group  enterprises, 
and  banks  like  Philadelphia's  First 
Pennsylvania  Banking  &  Trust, 
which  handles  its  minority  loans  in 
a  special  department.  But  most  big 
corporations,  he  feels,  could  and 
should  do  a  great  deal  more.  "A 
New  York  bank  may  say  in  its  ads 
that  it  has  millions  of  dollars  for 
the  ghetto,"  he  says,  "but  if  you 
go  in  and  ask  for  a  loan,  it's  busi- 
ness as  usual."  ■ 


What's  Another  $200? 

As  recently  as  1958,  Oldsmobile 
was  General  Motors'  No.  Two  sel- 
ler, behind  only  Chevrolet.  Overall, 
Olds  was  fourth  in  the  U.S.  auto 
market.  By  early  1968,  however, 
Olds  had  slipped  to  sixth  place. 
Not  only  had  it  been  overtaken  by 
two  GM  rivals,  Buick  and  Pontiac, 
it  was  in  danger  of  being  passed 
by  Dodge  and  Volkswagen  as  well. 

This  bleak  bit  of  history  con- 
fronted John  B.  Beltz  recently 
when  he  was  promoted  from  chief 
engineer  to  general  manager  of 
GM's  Oldsmobile  division  in  Lans- 
ing, Mich.,  his  home  town.  Beltz, 
an  outspoken  43-year-old,  replaced 
Harold  M.  Metzel,  who  retired 
after  41  years  with  Olds. 

Beltz  is  well  aware  of  Olds' 
slippage;  he  has  worked  in  the 
division  since  being  hired  by  GM 
in  1947,  when  he  was  a  21-year- 
old  University  of  Michigan  grad- 
uate. He's  most  aware  of  the  un- 
rest among  Olds'  3,500  dealers, 
who  are  the  key  to  regaining  the 
lost  market  standing.  They've  been 
grumbling  about  uninspired  styling, 
stodgy     advertising,     proliferating 


John   8.    Beltz 

model  names  and  alleged  factory 
indifference  to  their  problems. 
Beltz'  first  move  was  to  embark  on 
a  five-city  trip  to  meet  his  dealers, 
acknowledge  their  gripes  and 
promise  action. 

His  message:    "We   have   never 
realized   our   potential.   What   the 


hell  is  a  $200  difference  on  a 
$4,000  car?  Why  should  a  man 
buy  a  Pontiac  when  for  that  dif- 
ference he  can  buy  an  Oldsmo- 
bile? If  we  have  the  superior  pro- 
duct,  then  we  deserve  the   sale." 

Beltz  has  reason  already  to  be 
optimistic  about  a  comeback.  So 
far  in  1969,  Olds'  market  share  has 
inched  ahead,  from  6.6%  in  1968 
to  6.9%.  Since  new-car  introduc- 
tions last  fall,  Olds  has  in  some 
months  outsold  Buick  and  Chrysler 
Corp.'s  Plymouth,  and  Beltz  pre- 
dicts that  it's  only  a  matter  of 
time  until  Olds  consistently  out- 
sells both.  "The  secret  this  year  is 
our  balance,"  he  explains.  "All  our 
models  are  selling  well." 

At  43,  Beltz  is  GM's  youngest 
vice  president.  But  he  is  not  a 
bit  awed  at  taking  over  what  is, 
in  effect,  a  $2-billion-plus  com- 
pany at  that  relatively  tender  age. 
"All  this  talk  about  my  age  is 
silly,"  he  says,  "because  young 
don't  make  smart.  I  would  rather 
be  judged  on  my  ability."  From 
here  on,  the  measure  of  Beltz'  abil- 
ity will  be  whether  he  can  over- 
take Buick  and  Plymouth.  ■ 
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We  took  over 
when  they  took  off. 


\nd  people  everywhere  will  benefit.  Be- 
muse the  two  Bendix-built  systems  Armstrong 
and  Aldrin  left  working  on  the  moon  will  make  that 
fantastic  voyage  even  more  incredible- 
even  more  worthwhile. 
-  \  Take  our  self-contained  seismic  sta 
^ — ^  tion  that  started  sending  signals 
"^^^4  back  to  earth  minutes  after  it 
was  deployed  on  the  moon's  sur 
face.  It  is  so  sensitive  it  picked  up  the  astro 
naut's  movements  even  inside  the  LM.  This  source  of 
seismic  information  will  help  scientists  determine  the 
moon's  structure  and  origin. 
The  other  system— our  retro-reflector— will  help  scien 


tists  answer  some  important  questions. 
Is  the  earth  slowly  losing  its  gravity?  Are 
the  continents  drifting  apart?  What 
causes  the  earth  to  wobble  on  its  axis  from 
time  to  time?  When  these  questions  are  answered,  we 
may  be  able  to  do  some  pretty  impressive  things.  Like 
making  it  possible  to  predict  earthquakes. 
And  that's  what  Bendix  is  all  about.  Technology  with  a 
purpose.  In  fighting  pollution  here  on  earth.  Making 
road  and  air  travel  safer.  Or  learning  more  about  the 
earth.  From  the  moon. 

If  you're  not  as  up-to-date  on  Bendix  as  you'd  like  to 
be,  write:  The  Bendix  Corporation,  Investor  Relations, 
Bendix  Center,  Southfield,  Michigan  48075. 


Bendix 


Science  working  for  people. 


Black  &  Decker 

Lightweight,  perhaps,  but  powerful. 


Three  months  ago  Black  &  Decker, 
the  smallish  Towson  (Md.)  portable 
toolmaker,  reduced  the  suggested  re- 
tail price  of  its  quarter-inch  drill  from 
$10.99  to  $8.88.  Whereupon  giant 
General  Electric,  which  had  invaded 
the  portable-tool  business  two  years 
earlier,  quietly  folded  up  its  toolbox 
to  exit  from  the  market. 

Thus  did  a  great  blue-chip  com- 
pany pay  eloquent  testimony  to  the 
company  which,  dollar  for  dollar, 
is  surely  one  of  the  toughest  com- 
petitors in  U.S.  business.  B&D,  at 
$190  million  in  sales,  controls  about 
one-fifth  of  the  market  for  portable 
tools,  and  has  for  years.  Its  nearest 
competitor  is  Ski],  with  10%.  Over  the 


last  ten  years  B&D  sales  have  grown 
by  nearly  2605?.  Its  earnings  have 
grown  by  210$,  from  $4.8  million 
to  $14.9  million.  For  the  last  decade 
its  return  on  shareholders'  equity 
has  averaged  better  than  16%. 

What  makes  Black  &  Decker  so 
formidable?  An  obvious  answer  is 
that  it  enjoys  a  long-established  foot- 
hold in  a  relatively  small  market. 
Under  the  circumstances  it  can  do 
anything  a  far  bigger  company  can 
do.  Less  obvious  is  the  fact  that  B&D 
is  a  well-balanced  company. 

Some  companies  excel  because  they 
are  great  merchandisers;  othets  thrive 
because  of  their  unparalleled  produc- 
tion-line efficienev.  Black  &  Decker  is 


Battery-Powered  B&D  moon  drill  will  take  lunar  crust  samples  for  Apollo 
13.  On  earth,  B&D's  battery  tools  flopped  in  the  early  Sixties.  Reason: 
The  batteries  were  too  heavy  and  too  expensive.  Black  &  Decker 
hopes    to    solve    these    problems    by    participating    in    space    programs. 


both  a  great  merchandiser  and  a  great 
manufacturer. 

"Fortunately  we  have  products  that 
help  sell  themselves,"  says  President 
Alonzo  G.  Decker  Jr.,  61,  the  lean, 
smiling  son  of  the  company's  co- 
founder.  "They  take  the  work  out  of 
work."  But  B&D  doesn't  let  it  go  at 
that.  It  promotes  its  drills,  grinders, 
saws,  buffers,  sanders  and  other  tools 
with  all  the  vigor  of  a  soap  or  ciga- 
rette manufacturer,  including  a  tele- 
vision ad  budget  of  around  $3  million 
worldwide.  For  reasons  not  yet  appar- 
ent" the  Russians  recently  requested 
prints   of   all   B&D   TV   commercials. 

B&D  is  not  content  merely  to  get 
its  tools  on  the  shelves  of  hardware 
stores  and  mill  supply  houses  and 
then  hope  for  the  best.  It  goes 
around  the  country  staging  "Sawdust 
Parties,"  at  which  it  demonstrates  its 
tools  to  handymen,  shopmen  and 
mechanics,  as  other  companies  do 
with  housewares  and  cosmetics  before 
women's  groups.  Black  &  Decker  has 
also  gone  beyond  traditional  hardware 
distribution  channels  by  building  up 
a  string  of  150  company-owned  sales 
and  service  centers  in  the  U.S.  and 
abroad. 

B&D's  manufacturing  skill  has  pro- 
vided it  with  yet  another  potent  mar- 
keting weapon:  price.  There  is  no  fat 
on  Alonzo  Decker  and  there  is  none 
on  his  product  either.  Fifty  years  ago 
B&D's  half-inch  drill  cost  $230  and 
weighed  21/2  pounds;  today  it  costs 
only  $27  and  weighs  but  3/4  pounds. 
Decker,  who  took  over  running  the 
company  in  1960,  is  unrelenting  in 
his  pursuit  of  costs  reductions,  which 
have  in  turn  been  translated  into 
steadily  lower  market  prices  for  B&D's 
tools.  In  fact,  says  Decker  proudly, 
"We  have  reached  the  point  where 
our  $8.88  power  drill  nearly  competes 
in  price  with  a  quality  hand  drill." 

Seemingly  these  strengths  would 
make  Black  &  Decker  an  attractive 
acquisition  target,  especially  since  the 
Black  &  Decker  families  and  directors 
today  control  less  than  10%  of  the 
stock.  But  rather  than  fretting  about 
losing  his  corporate  independence, 
Alonzo  Decker  has  managed  to  turn 
this  ever-present  threat  to  his  advan- 
tage. "Everybody  here,  from  me  on 
down,  wants  to  stay  independent,"  he 
explains.  "That's  the  way  it's  alwaj s 
been;  and  that's  the  way  we  want  it 
to  remain.  The  best  deterrent  to  being 
acquired  is  to  have  a  high  market 
price  for  your  stock.  How  do  you  get 
that?  By  working  harder  to  grow  and 
earn  more  profit."  Sounds  old-fash- 
ioned, but  it  works.  Even  in  today's 
depressed  stock  market  B&D's  com- 
mon commands  a  30-times-earnings 
price  multiple.  ■ 
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TENNECO  CHEMICALS,  INC.  O  TENNESSEE  GAS  TRANSMISSION  CO.  O  TENNECOOILCO  O 
PACKAGING  CORPORATION  OF  AMERICA  O  KERN  COUNTY  LAND  CO.  O  J  I  CASE  CO  O 
WALKER  MANUFACTURING  CO.  O  NEWPORT  NEWS  SHIPBUILDING  AND  DRY  DOCK  Co'  O 


Exhaust  systems  are  some 
off  our  business    .  TFW  WFPn 

Some  translates  into  quite  a  lot.  One  out  of  every  4  cars  on  the  road  today         ^J  EH  tl/UJ  tUU       lib. 

has  an  exhaust  system  made  by  our  Walker  Manufacturing  Company.  We're 
a  major  supplier  to  all  U.S.  car  makers.  An  important  reason  why  we're 
America's  16th  biggest  industrial  corporation  with  $4  billion  in  assets. 
Tenneco.  Building  businesses  is  our  business. 


Bank  of  America 
has  a  man-on-the-spot 
in  London. 


Last  year,  he  helped  a  client  in  Southern 
California  buy  an  important  block  of  stock 
held  in  the  United  Kingdom.  And  gave  an 
American  company  interested  in  opening  a 
plant  in  Scotland  information  about 
government  grants,  tax  holidays,  income 
tax  structure  and  availability  of  labor. 
He  also  acted  as  an  agent  in  the  purchase  of 


an  executive  airplane,  handled  the  closing 
of  a  variety  of  Eurodollar  bond  issues 
and  placed  a  bid  at  Sothebys  for  the 
purchase  of  an  old  master.  All  of  which 
adds  up  to  one  thing:  service.  For  you. 
On  Threadneedle  Street  or 
Carnaby  Street.  In  the  United  Kingdom 
or  the  United  States. 


And  Los  Angeles. 


In  Los  Angeles,  through  the  Bank  of 
America  Foundation,  he  helped  organize 
and  establish  the  new  "Step  Up"  program. 
Administered  by  the  Greater  Los  Angeles 
Urban  League,  this  program  trains 
unskilled  men  and  women  to  operate 
computer  data-processing  equipment.  With 
this  training  they  can  qualify  for  high- 

Photographed  on  the  Thames  Embankment. 


salaried  jobs  in  business  and  industry.  It's 
just  one  more  way  our  man-on-the-spot  is 
ready  with  a  helping  hand  whenever  a  com- 
pany or  a  community  needs  service  that  only 
the  world's  largest  bank  can  provide.  Why 
not  get  in  touch  with  us  and  see  what  our 
man-on-the-spot  can  do  for  you?  In  London. 
Or  Los  Angeles.  Or  anywhere  in  between. 
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The  Long,  Perilous  Path 

Gulf  Oil  risked  stubbing  its  toe  when  it  took  over  Reston, 
Va.'s  well-publicized  troubles.  How's  it  doing?  OK— so  far. 


"There's  nothing  in  the  world  so 
timid,"  the  old  saying  goes,  "as  a 
million  dollars."  In  that  case,  a  $4- 
billion  company  would  surely  not 
put  itself  into  the  vulnerable  spot  of 
being  landlord  and  builder  for  several 
thousand  nervous  homeowners  and 
renters  in  a  much-publicized  "new 
town."  But  Gulf  Oil  Co.  did  just  that 
in  highly  touted  Reston,  Va.,  some  18 
miles   west  of  Washington,    D.C. 

Gulf's  takeover  was  hardly  volun- 
tary. Interested  in  gas  station  sites 
and  home  fuel  outlets,  Gulf  ponied 
up  some  $15  million  to  aid  the  original 
developer,  Robert  E.  Simon  Jr.,  in 
developing  the  7,400-acre  tract. 
When  a  combination  of  tight  money 
and  inept  management  got  Simon 
into  financial  hot  water  in  1967,  the 
choice  was  plain.  Says  William  H. 
Magness,  president  of  what  is  now 
called  Gulf  Reston,  "It  was  a  question 
of  Gulf  buying  out  Simon  and  trying 
to  recover  its  losses  by  making  a  go 
of  the  project,  or  Gulf  giving  up 
and  writing  off  its  losses." 

Understandably,  Gulf  chose  the 
former — but  not  without  misgivings. 
Reston  was  no  ordinary  development, 
but,  by  late  1967,  an  explosive  mix- 
ture of  dreams  and  fears.  The  dreams 
had  been  spun  by  Robert  Simon, 
who  originally  planned  Reston  as 
a  real  community  in  which  people 
could  work  as  well  as  live,  a  com- 
munity that  would  include  factories 
and  services  as  well  as  homes,  open 
space  as  well  as  built-up  areas, 
town  houses  and  garden  apartments 
as  well  as  single-family  dwellings. 
Cheered  on  by  architects  and  com- 
munity planners,  close  to  600  families 
had  moved  in,  most  of  them  home- 
owners who  paid  on  the  average 
$35,000  for  their  slice  of  the  dream. 

The  fears  arose  later  on,  when  Gulf 
took  over  from  Simon.  It  put  in  charge 
a  Pittsburgh  real-estate  man  named 
Robert  H.  Ryan,  then  47.  Ryan  is  a 
no-nonsense  Harvard  MBA  who 
started  in  real  estate  with  Cabot,  Ca- 
bot &  Forbes  of  Boston,  later  formed 
Ryan  Development  Associates  of  Pitts- 
burgh, a  consulting  firm  for  real-estate 
development.  As  in  Pittsburgh,  Ryan 
approached  his  job  at  Reston  primar- 
ily as  a  problem  in  merchandising. 

"When  I  came  in,"  he  says,  "Reston 
was  dead  in  the  water.  The  problem 
was  to  get  it  moving.  I  listened  to 
the  market.  You  can  use  the  best 
planning  and  design,  but  it  must  be 
related  to  what  people  want." 

Nothing,    of    course,    could    have 


been  more  calculated  to  arouse  the 
anxieties  of  Reston  homeowners, 
who  could  see  themselves  being  in- 
undated in  a  sea  of  look-alike  split- 
levels  on  quarter-acre  plots.  And  their 
anxiety  was  only  fed  when  Simon, 
still  nominal  chairman,  got  into  a 
hassle  with  Ryan  and  was  fired. 

Small  Changes,  Big  Money 

Ryan  was  careful,  however,  to  allay 
that  anxiety  as  much  as  possible.  He 
emphasized  better  management  and 
financial  controls;  trimmed  expenses; 
encouraged  more  outside  builders  and 
architects  to  build  in  Reston;  and  re- 
designed some  of  the  home  models  to 
emphasize  to  prospects  that  they 
were  a  good  buy.  But  in  general,  he 
held  to  the  original  master  plan, 
which  in  essence  traded  some  of  the 
yard  that  a  homeowner  might  have  in 
a  normal  development  for  a  share  in 
extensive  community  areas. 

Ryan  also  sidestepped  Simon's 
biggest  single  problem — money.  When 
Gulf  took  over,  it  provided  enough 
funds  so  that  Ryan  could  get  con- 
ventional institutions  to  finance  home 
buying  with  only  10%  down.  Skillful 
use   of  these  tools   enabled   Ryan  to 


sell  some  700  units  for  $10  million 
last  year,  triple  the  sales  of  1967. 
This  year's  totals  are  expected  to  be 
over  1,000  units  and  $20  million. 

Those  sales  will  not  be  made  by 
Ryan,  however.  Though  still  nomi- 
nally chairman,  in  late  April  he  sur- 
rendered the  bulk  of  his  operating 
authority  to  President  William  H. 
Magness,  a  20-year  Gulf  employee  who 
had  been  general  manager  of  Gulf's 
large  Iranian  operation.  Magness  hopes 
to  lift  Reston's  sales  rate  to  2,000  units 
a  year  by  1971  and  perhaps  complete 
the  development  of  the  entire  7,400- 
acre  area  by  1982.  By  that  time  it 
should  have  a  population  of  80,000 
vs.  today's  6,000. 

How  profitable  it  will  be — or  in- 
deed, whether  it  will  be  profitable  at 
all — is  now  hard  to  say.  After  writing 
off  some  $7  million  of  its  original 
$15-million  investment,  Gulf  has 
since  put  up  some  $35  million  more, 
for  a  total  current  book  investment  of 
$43  million.  Its  cash  flow  at  current 
sales  rates  is  nearly  enough  to  carry 
that.  Whether  it  will  get  its  money 
back,  and  perhaps  a  great  deal  more, 
depends  on  what  happens  from  here 
on  out.  The  potential  in  a  scheme  like 
Reston  lies  in  the  likelihood  that 
completion  of  the  first  stages  of  the 
development  makes  the  remaining 
open  land,  apartment  leases  and  dev- 
eloped industrial  sites  just  that  much 
more  valuable.  In  fact,  Magness  ex- 
pects that  the  superior  new  town 
planning  will  make  Gulf's  property 
even  more  valuable  in  the  end  than 
a  conventional  subdivision. 

But  there  are  risks.  If  Gulf  reads 
the  market  wrong,  it  can  get  into 
trouble  just  like  any  developer.  And 
the  special  risk  for  Gulf  is  that  it 
could  get  into  a  hassle  with  Reston's 
residents  and  end  up  with  egg  on  its 
corporate  face.  Joseph  Stowers,  head 
of  the  independent  Reston  Com- 
munity Association,  grants  that  both 
Ryan  and  Magness  have  so  far  fol- 
lowed the  broad  outline  of  Simon's 
master  plan.  But  he  thinks  he  sees  a 
subtle  change  in  social  orientation. 
He  cites  a  decline  in  Gulf  Reston's 
sponsorship  of  social  activities;  too 
little  construction  of  community  facil- 
ities such  as  youth  centers;  a  soft- 
pedaling  of  the  original  intent  to 
make  Reston  a  racially  and  econom- 
ically mixed  community. 

The  mere  recital  of  these  concerns 
suggests  the  pitfalls  that  Gulf  must 
skirt  before  it  can  get  its  nut  back 
from  Reston  and  perhaps  reach  that 
pot  of  gold  in  the  1980s.  But  the  very 
length  of  its  commitment  should  be  a 
warning  to  companies  intrigued  by 
the  potentials  of  real  estate.  Above 
all,  it  is  a  field  where  the  big  win- 
nings do  not  go  to  the  swift.  ■ 
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None  of  these  people  ever  made  aphone  call. 
But  they  own  a  communications  satellite  station. 


They  don't  have  tele- 
lones  here. 
Not  yet,  anyway. 
But  they  do  have  a 
2\v  communications 
tellite   station.   So 
ey  can  be  in  touch 
th  the  rest  of  the 
Drld.even  if  they  can't 
11  the  next  village. 
Because  some  day 
on  there'll  be   a 
ight,  new,  big-screen 
evision  set  in  this 
lage. 

The  television  set 
id  the  communica- 
Dns  satellite  will  be  these  people's  connec- 
on  with  the  twentieth  century. 
They  can  use  them  to  learn  how  to  grow 
ore  food  on  every  acre  they  farm.  The 
omen  can  learn  how  to  prepare  meals  that 
rve  more  proteins  and  vitamins.  Their  chil- 
•en  can  learn  how  to  read  and  write  their 
vn  language.  Or,  maybe  they'll  relax  and 
ugh  at  a  Mickey  Mouse  Cartoon.  And  all  of 
lis  and  more  will  come  from  television  pro- 
'ams  broadcast  nationally,  regionally  or 
[ternationally,  and  picked  up  by  their  satel- 
lite station. 

There'll  be 
other  benefits 
from  their  sat- 
ellite that  are 
a  little  less  di- 
rect. 
For  example: 
Their   doc- 
Mrs  won't  have  to  come  to  America  or  go  to 


Europe  to  keep  up  with 
the  newest  techniques. 
Instead  they  can  treat 
patients  in  their  own 
country,  and  at  the 
same  time  learn  about 
open  heart  surgery, 
and  many  other  new 
medical  techniques 
from  specially  pre- 
pared television  broad- 
casts. 

Engineers  can  get 
their  advanced  train- 
ing the  same  way. 

While  right  now  ex- 
porters and  importers 
in  the  cities  use  the  satellite  to  telephone 
the  other  side  of  the  world  to  make  the  best 
deals  possible  for  the  products  that  these 
people  grow.  Or  to  buy  the  imports  they 
need  at  the  lowest  prices. 

And  their  country  has  extra  sources  of 
revenue  from  the  increased  number  of  inter- 
national telephone  calls,  telegrams  and  telex 
services.  Enough  extra  revenue  to  pay  for 
their  satellite  station  in  a  very  short  time. 

We've  been  in  the  business  of  designing 
and  building  satellite  stations  right  from  the 
start.  In  fact,  we've  had  a  part  or  parts  in 
15  of  the  36  satellite  stations  that  are  now 
operating,  or  will  be  operating  shortly.  So 
we've  had  a  good  opportunity  to  make  this 
observation: 

Where  once  countries  came  into  the  indus- 
trial age  on  a  railroad,  nowadays  people  can 
leap  straight  into  the  twentieth  century  with 
a  satellite  station. 
That's  progress. 


General  Telephone  &  Electronics 

©1969,  General  Telephone  &  Electronics,  730  Third  Ave.,  N.Y.,  N.Y.  10017 
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So  I  Lost,  So  What? 

Crane's  Tom  Evans  didn't  get  Wabco,  but  he 
got  some  very  promising  consolation  prizes. 


Thomas  Mellon  Evans  took  a  beat- 
ing last  year  at  the  hands  of  American 
Standard  Coip.  in  his  fight  to  merge 
his  own  Crane  Co.  with  Pittsburgh's 
venerable  Westinghouse  Air  Brake 
Co.  And  now  he  says  that  his  defeat 
was  a  blessing  in  disguise.  For  one 
thing,  Crane  made  a  capital  gain  of 
over  $5  million  on  its  Wabco  stock 
(although  American  Standard  is  suing 
to  recover  the  profit). 

Anyhow,  Evans  argues,  his  defeat 
actually  opened  the  way  for  him  to 
make  several  deals  far  better  than 
Wabco.  Among  them:  control  of 
shaky  CF&I  Steel  Corp. 

Evans  claims  that  the  Mellon  Na- 
tional Bank  &  Trust  Co.,  which  had 
four  directors  on  the  Wabco  board, 
scotched  his  efforts  to  marry  Crane 
with  Wabco.  However,  Evans  has 
never  been  the  kind  to  weep  over  his 
wounds.  After  Wabco  spurned  Crane 
to  merge  with  Crane's  bitter  rival, 
American  Standard,  he  sold  out  his 
31%  holding  in  Wabco  for  $76  mil- 
lion and  started  looking  for  new  com- 
panies to  acquire. 

Specifically,  he  looked  for  what  he 
always  has  looked  for:  stock  selling 
below  book  value;  companies  that  are 
unpopular  in  the  market  but  have 
solid  assets  in   a  basic  industry. 

This  policy  has  paid  off  for  Evans 
in  the  past.  Though  he  started  with 
a  modest  $15,000  inheritance,  he  has, 
at  58,  won  control  of  over  75  com- 
panies and  has  amassed  a  personal 
fortune  estimated  at  $100  million. 

Evans  took  $55  million  of  the  $76 
million  he  got  for  his  Wabco  stock 
and  bought  3.7?  of  the  Southern 
Pacific  Co.  and  1.558  of  Alcan  Alumi- 
nium (which  he  later  reduced  to  1.258 
by  the  sale  of  100,000  shares  at  a 
profit  of  $415,000).  They  were  just 
investments.  His  reasons  for  mov- 
ing into  the  Southern  Pacific  are  illus- 
trative of  his  whole  philosophy  of 
investment.  "We  felt  we  should  not 
leave  this  money  we  had  inadvertently 
raised  just  sitting  around  doing 
nothing,"  he  says,  "but  we  didn't 
want  to  put  it  into  Crane.  The  profit 
margins  are  too  low.  And  last  year, 
stock  prices  were  so  high  you  couldn't 
buy  anything  at  reasonable  prices — 
except  when  the  company  was  very 
big.  That's  why  we  thought  the  value 
was  there  in  Southern  Pacific,  partic- 
ularly because  of  its  real-estate  hold- 
ings. If  the  Southern  Pacific  had  been 
a  third  of  its  size,  someone  would 
have  made  a  tender  offer  for  the  stock 
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and  snapped  it  up  in  a  minute." 

With  the  remaining  $21  million, 
Evans  made  a  number-  of  smaller  in- 
vestments. He  increased  Crane's  hold- 
ings in  smallish  Huttig  Sash  &  Door 
to  51%  and  bought  18%  of  the  Hudson 
County  National  Bank  (now  the 
Northern  Jersey  National  Bank).  The 
deal  that  really  makes  him  shrug  off 
his  defeat  at  Wabco,  however,  is 
gaining  control  of  CF&I  Steel  Corp. 

During  his  efforts  to  gain  control, 
Evans  made  a  tender  offer  for  Wabco 
stock.  His  dealer-manager  was  Charles 
Allen  Jr.,  head  of  the  investment 
banking  house  of  Allen  &  Co.  Evans 
had  known  Allen  for  several  years, 
but,  during  the  fight,  he  says,  "I  got 
to  know  him  well." 

Allen  and  Evans  found  they  had  a 
good  deal  in  common.  Both  are 
tough,  unsentimental  mavericks,  ac- 
customed to  operating  outside  of — 
and  in  spite  of — the  business  estab- 
lishment. 

Allen  had  a  company  he  felt  might 
interest  Evans.  It  was  CF&I,  formerly 
Colorado  Fuel  &  Iron.  Allen  knew  the 
company  well.  He  had  once  owned 
half  the  stock  and  although  he  had 
sold  all  but  1.9%  of  it  he  remained  a 
board  member.  "I  was  skeptical," 
says  Evans,  who  did  not  need  to  be 
told  about  the  problems  of  the  steel 
industry.  But  because  he  respected 
Allen  he  decided  on  a  second  look. 
"I  changed  my  mind  when  I  went 
out  to  Pueblo,  Colo.,  and  looked  at 
the  plant.  It's  an  excellent  fully  inte- 
grated mill  and  it  services  a  booming 
part  of  the  country — Texas,  Oklaho- 
ma and  the  Southwest.  It  would  cost 

Evans  of  Crane 


$700  million  to  build  a  mill  like  that 
today.  And  CF&I  owns  360,000  acres 
of  undeveloped  land  out  there,  which 
isn't  a  bad  thing  to  have  in  a  time 
of  inflation." 

CF&I  was  selling  at  around  26, 
$13  less  than  book  value  of  $39  a 
share.  Evans  bought  slightly  under 
10%  on  the  open  market  starting  in 
December.  Then  he  made  a  tender 
offer*  for  the  rest  of  the  stock.  He 
offered  $36  worth  of  Crane  paper  for 
each  CF&I  share,  half  in  7%  subordi- 
nated debentures  and  half  in  5%  con- 
vertible debentures.  Evans'  offer 
brought  Crane  73%  of  the  stock,  giv- 
ing him  about  83%  in  all,  enough  to 
consolidate  its  share  of  CF&I's  earn- 
ings with  its  own  earnings. 

Good  For  Everyone? 

All  told,  Evans  paid  about  $111 
million  in  cash  and  paper  for  his  83% 
of  CF&I,  about  12  times  earnings. 
"That's  a  pretty  good  financial  trans- 
action, wouldn't  you  say?"  he  asks. 
He  maintains  that  it's  good  for  every- 
one concerned.  The  former  CF&I 
stockholder  who  now  has  debentures 
will  be  "getting  $2.16  in  interest 
where  he  formerly  got  80  cents," 
Evans  points  out.  As  for  Crane,  the 
acquisition  "adds  to  our  earnings. 
Morever,  the  interest  is  partially 
deductible." 

On  the  basis  of  last  year's  earnings, 
consolidation  of  the  two  companies 
would  add  about  $8  million  to  Crane's 
net  income.  Interest  on  the  deben- 
tures comes  to  about  $6  million,  but 
since  it  is  a  tax  deductible  expense, 
the  net  cost  is  only  $3  million.  Thus 
the  acquisition  would  have  added 
about  $5  million,  $2  a  share,  to 
Crane's  earnings,  which,  on  their 
own,  came  to  only  $8.5  million,  $3.29 
a  share. 

Evans  feels  that  these  figures  are 
all  the  justification  the  acquisition  of 
CF&I  needs.  He  has  no  plans  to  merge 
the  two  companies  formally.  "This 
was  a  financial  transaction,"  he  says. 
"I'm  not  interested  in  all  this  stuff 
about  synergism.  We  don't  plan  mak- 
ing washbasins  in  a  steel  mill. 

"That's  where  these  conglomerates 
get  in  trouble.  They  get  too  many 
tilings  together  and  can't  operate 
them.  CF&I  is  well  operated  the  way 
it  is  now." 

So,  as  things  now  stand,  Tom 
Evans  is  feeling  no  pain.  Well,  only 
a  little.  He  has  paper  losses  of,  may- 
be, $13  million  or  so  on  his  Alcan  and 
Sopac  holdings,  but  who  doesn't  have 
paper  losses  these  days?  And,  with 
steel  prices  going  up,  CF&I  is  almost 
certain  to  overcome  a  relatively  slow 
start  this  year  to  make  a  major  con- 
tribution to  Crane's  earnings.  ■ 
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DIG  QUIETLY  WE  MUST! 


The  Whisperized     compressor  is  here. 

You'll  have  to  hear  it  to  believe  it.  A  900-cfm 
diesel-powered  portable  air  compressor  that's 
so  quiet  you  could  dictate  a  letter  right  beside 
it,  while  it's  running  at  full  load. 

Ingersoll-Rand's  new  Whisperized9  Spiro- 
Flo "  compressor  makes  only  one  hundredth  as 
much  noise  as  a  conventional  unit  of  the  same 
size.  Its  full-load  sound  rating  of  85  decibels  at  a 
distance  of  3  feet  is  well  within  limits  specified 


in  a  recent  New  York  legislative  proposal  on 
noise  abatement. 

It's  the  answer  to  growing  demands  in  cities, 
residential  areas,  hospital  zones,  business  dis- 
tricts— wherever  noise  must  be  minimized.  We 
also  have  Whisperized  Gyro-Flo®  portables 
in  85-150  cfm  sizes.  Ingersoll-Rand,  Dept. 
A-189.00,  11  Broadway,  New  York,  N.  Y.  10004. 
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Ingersoll-Rand 


Signal 
Conglomerat 


Almost  two  hundred  years  ago, 
thirteen  entities  with  highly 
diversified  interests,  backgrounds  and 
resources,  got  together  to  f6rm  a 
new  country. 

As  time  went  on,  more  states  joined 
the  original  thirteen. 

Some  because  they  couldn't  survive 
any  other  way. 

Some  because  they  were  about  to 
be  swallowed  by  outside  forces. 

Others  for  mutual  benefit  and 
mutual  profit. 

From  the  beginning,  they  enjoyed 
equal  and  proportional  representation 
on  the  management  team  of  the 
"conglomerate". 

Today,  each  of  these  entities  benefits 
from  the  union.  Yet  each  maintains  a  high 
degree  of  autonomy. 

The  same  is  true  for  each  member  of  The  Signal 
Companies.  All  of  whom  thrive  on  competition. 

The  Signal  Companies  are  delighted  with  their  right  to  b 
a  "conglomerate"  within  the  United  States  of  America 
the  all-time  great  "conglomerate". 
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The  Signal  Companies  A 
are  all  doing  well,  thank  you.  ^j 


ilutes  the  greatest 
f  them  all. 


Companies:  Signal  Oil  and  Gas  Company 


The  Garrett  Corporation.  Mack  Trucks,  Inc..  Signal  Equities  Company,  Dunham-Bush.  Inc..  Signal  Properties.  Inc.,  Signal  Investment  Company 
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It's  already  been  sterilized.  Inside  the  pa| 
age.  Before  it  reached  the  operating  r 

The  package  is  a  foil-plastic  combina 
It  is  first  "fitted"  to  the  blade.  Then  a  po 
f ul  bacteria-killing  gas  is  injected  and  1 
drawn. 

The  heat-seal  is  a  hero,  too.  It's  imp 
ous  to  bacteria  attack.  Yet  it  can  be  pe 
open  — ;  and  save  critical  seconds  —  at 
operating  table. 

After  the  blade  is  used  it  is  disca 

Disposable  packages  are  booming  in 
world  of  medicine.  They're  sanitary.The; 
convenient.  They  save  labor.  They  can  e 
save  lives. 

We  can't  think  of  a  better  reason 
being  in  the  business. 

Union  Camp  Corporation,  233  Broad 
New  York,  N.Y.  10007. 


Union  Cam 


Flank  Attack 

If  you  don't  make  it  big  in  drugs,  Abbott  Labs 
figures  there  are  other  ways  of  playing  the  game. 


Back  in  the  Fifties  the  heads  of  Chi- 
cago'; Abbott  Laboratories — or  of 
any  other  big  drug  house — would 
probably  have  looked  down  their 
noses  at  a  peddler  of  cosmetics  or 
patent  medicines.  Why  make  a  Lord 
dollar  that  way  when  a  sunburst  of 
new  ethical  drugs  was  fattening  their 
own  profit  margins  nearly  to  bursting? 

But  that  was  before  those  very  mar- 
gins, plus  a  series  of  blunders,  called 
into  being  a  host  of  official  and  un- 
official industry  critics.  It  was  also  be- 
fore some  of  the  drug  companies 
learned  the  hard  way  that  lavish  re- 
search spending  does  not  necessarily 
mean  impressive  drug  discoveries. 

Just  listen  now  to  Abbott's  new 
(since  1967)  president,  Edward  J. 
Ledder.  "It's  interesting,"  he  says, 
"that  a  company  like  American  Home 
Products,  for  instance,  has  cosmetics, 
pharmaceuticals,  chemicals  and  this 
and  that.  They  still  get  a  high  return 
on  equity  and  a  nice  percent  on  the 
bottom  line.  So  you  see,  you  can  do 
it  in  other  than  the  drug  industry." 

Behind  Ledder's  envy  is  a  discour- 
aging experience  in  drugs.  True,  last 
year  U.S.  salts  of  ethical  pharmaceu- 
ticals still  accounted  for  nearly  21%  of 
Abbott's  S351-million  total,  and 
much  more  of  its  profits.  But  despite 
$145  million  spent  on  research  in  the 
last  decade,  Abbott  has  yet  to  make 
a  significant  new  drug  discovery; 
and  such  discoveries  are  what  trans- 


form companies  like  Abbott,  with  a 
16%  return  on  equity,  into  leaders  like 
Merck,  with  over  27%.  As  Ledder 
admits,  Abbott's  research  "hasn't  been 
what  we  would  like,  but  we're  still 
putting  our  money  down." 

Hopes  or  no,  Ledder  has  moved 
decisively  toward  looking  more  like 
American  Home  Products.  Separate 
divisions  have  been  set  up  for  pedia- 
tric products  (17%  of  1968  sales)  and 
hospital  products  and  diagnostics 
(22%),  the  latter  of  which  also  now 
has  its  own  sales  staff. 

Still  more  symbolic  of  Abbott's  new 
direction  was  the  setting  up  late  last 
year  of  a  consumer  division.  About  a 
third  of  its  $45  million-$50  million 
sales  are  in  its  cyclamate  sugar  sub- 
stitute (branded  version,  Sucaryl), 
which  now  also  has  its  share  of  head- 
aches (see  box).  But  consumer  prod- 
ucts also  include  Pream  (a  non-dairy 
cream),  Glad  Hands  rubber  gloves 
and  Faultless  golf  balls. 

To  head  consumer  products,  Ledder 
took  the  uncharacteristic  (for  Ab- 
bott) step  of  going  out  and  hiring 
Melvin  Birnbaum  away  from,  of  all 
places,  Revlon.  "We  think  he's  a 
heavyweight,"  says  Ledder.  "We  paid 
for  him" — partly  with  options,  though 
Ledder  prefers  not  to  say  how  many. 

Ledder,  though  he  himself  has 
worked  only  at  Abbott,  is  also  going 
outside  for  more  upper-management 
material.  He  snagged  Bernard  Semler, 


Norton  Simon's  treasurer,  as  financial 
vice  president.  He  adds,  "We  also 
need  a  corporate  director  of  medical 
affairs."  And  two  inside  directors  have 
been  replaced  by  outsiders. 

Triple  Threat 

There  are  three  problems,  how- 
ever, in  this  seemingly  well-balanced 
scheme  of  diversification  away  from 
ethical  pharmaceuticals.  First,  though 
fast  growing,  the  hospital-products 
market  is  also  an  institutional  market 
where  margins  are  likely  to  be  lower 
than  on  drugs.  And  Ledder  concedes 
that  hospital  products  may  well  have 
to  face  more  of  the  kind  of  regulation 
by  government  authorities  that  have 
made  new  drugs  so  costly. 

Second,  few  drug  companies  have 
shown  the  talent  of  an  American 
Home  Products  in  marketing  con- 
sumer products,  whose  margins  also 
tend  to  be  lower  than  those  in  drugs. 

The  third  and  final  danger  is  the  pos- 
sibility that  Abbott  may  have  trouble 
sustaining  the  sales  effort  by  its  700- 
man  drug  sales  force,  and  hence  the 
profitability  of  its  drug  operation, 
unless  it  can  find  new  products  to  sell. 
For  now,  says  Ledder,  "We're  main- 
taining it  with  older  drugs.  But  that 
can  go  on  for  only  so  long." 

In  short,  Abbott's  new-drug  prob- 
lem tends  to  make  Ledder  travel  in  a 
full  circle.  The  lack  of  new  drugs 
stimulated  the  diversification  in  the 
first  place.  Now,  to  get  the  full  bene- 
fit of  the  diversification,  he  needs  some 
new  drags  merely  to  maintain  the 
profitability  of  his  drug  operation. 
As  always,  the  success  of  Abbott's  re- 
search seems  to  be  the  key.  ■ 
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HAVING  YOUR  CAKE  AND  DIETING,  TOO' 


"\ 


V. 


\im,  Abbott's  artificial  sweet- 
ener, is  part  of  a  diet-food  cornuco- 
pia that  will  bring  American  com- 
panies some  $1  billion  in  revenues 
in  1969.  The  most  popular  diet 
item  is  diet  drinks,  followed  by 
canned  liquid  diet  foods,  conned 
diet  fruits,  then  sweeteners  like 
Sucaryl.  In  fact,  the  Food  &  Drug 
Administration  is  concerned  about 
possible  ill  effects  from  overuse  of 
such  sweeteners. 

Sucaryl,  introduced  in  1950  as 
a  drugstore  item  for  diabetics,  first 
hit  the  supermarket  shelf  in  1961. 
The  next  year,  Metrecal's  success 
convinced  the  drug  companies  that 
dieting  was  not  a  fad  but  a  full- 
time  American  hobby. 

Manufacturers  have  gone  to 
great  lengths  to  create  low-calorie 
substitutes  for  fattening  foods.  Sel- 
dom  is   the  solution  as  simple   as 
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that  found  by  Arnold  Bakers  of 
Greenwich,  Conn.:  Arnold  sliced 
its  normal  bread  thinner. 

"Usually,"  says  Arnold  chemist 
George  Hill,  "a  radical  change  in 
the  product  is  necessary.  In  diet 
spaghetti,  they  cut  down  on  the 
starch  and  raise  the  protein  con- 
tent, so  that  the  spaghetti  will  ab- 
sorb more  water  during  cooking." 

Diet  food  sales  promise  to 
grow,  partly  because  dieting  is  cul- 
turally so  acceptable.  These  days, 
diet  advertising  is  aimed  more  at 
the  svelte  than  the  tubby.  Duffy- 
Mott,  for  instance,  advertises  its 
foods  for  "people  who  love  to  eat, 
but  want  to  watch  calories  too." 
A  recent  survey  by  Progressive 
Grocer  suggests  Duffy-Mott  is  on 
the  right  track.  It  found  Americans 
yearning  for  more  diet  dessert  top- 
pings, candies,  pastries  and  jellies. 


J 
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Mutual 


AMNU^L  PEiBjiQRMAINlQl  ^^JtHS 


Paul  C.  Cabot,  respected  mutual  fund 
pioneer  and  chairman  of  State  Street 
Investment  Corp.,  puts  it  very  well: 
"Investing  is  like  a  sailboat  race. 
Sometimes  you  must  sail  to  the  wind- 
ward, sometimes  wind-to-beam,  some- 
times before  the  wind,  and  each  takes 
a  different  technique.  It's  that  way  in 
the  market.  You  should  know  how  to 
sail  well  in  declining  markets  as  well 
as  in  rising  markets.  What  counts  is 
not  how  fast  you  went  with  the  wind 
behind  you,  but  where  you  are  when 
it's  all  over." 

An  apt  analogy.  Investment  cur- 
rents are  very  like  wind  currents, 
tricky.  Like  the  wind,  the  market 
isn't  always  obliging.  In  recognition 
of  this,  the  editors  of  Forbes  have 
developed  their  current  mutual  fund 
rating  system.  Most  other  systems 
simply  measure  progress  in  a  straight 
line.  Ours  recognizes  that  investment 
men  must  sometimes  sail  against  the 
wind  and  that  a  straight  line  is  not 
necessarily  the  shortest  way  to  a  des- 
tination. Especially  when  the  destina- 
tion is  the  growth  and  preservation 
of  capital. 

A  little  simple  arithmetic: 
A  man  buys  the  Hot  Shot  Fund  be- 
cause he  reads  that  it  has  doubled 
its  net  asset  value  over  the  past  two 
years.  He  turns  down  the  Go-Slow 
Fund  because  it  went  up  "only"  50% 
He  puts  $1,000  into  Hot  Shot.  What 
he  doesn't  realize  is  that  the  market 
is  at  a  top.  It  falls  out  of  bed,  and 
Hot  Shot  drops  50%.  Meanwhile, 
Go-Slow  Fund  drops  only  25%.  So 
what  happens?  This  is  what  happens: 
The  man's  investment  in  the  Hot  Shot 
Fund  now  is  worth  only  $500,  half 
what  he  paid  for  it.  Had  he  bought 
the  Go-Slow  Fund  instead,  he  would 
still  have  $750. 


Let's  move  on  to  the  next  step.  In 
the  next  few  years  the  market  re- 
covers, and  Hot  Shot  Fund  repeats  its 
old  performance;  it  doubles  again.  Go- 
Slow  also  repeats  its  old  performance; 
it  goes  up  50%.  Who  comes  out  ahead, 
overall?  The  man  who  invests  in  Go- 
Slow  does.  Since  he  lost  less  in  the 
decline,  he  had  more  working  for  him 
in  the  subsequent  recovery.  A  50% 
gain  on  his  $750  leaves  him  with 
$1,125.  A  100%  gain  on  Hot  Shot's 
$500  leaves  the  investor  with  just 
$1,000.  Hot  Shot  sails  faster  with  the 
wind  behind  it,  but  Go-Slow  wins  the 
race. 

Moral  of  the  story:  Unless  you're 
a  master  of  timing,  don't  buy  funds 
on  the  numbers  alone.  (If  you  are 
a  master  of  timing,  don't  buy  funds  at 
all;  go  into  the  money  management 
business.) 

Consistency 

Basically,  Forbes  rates  funds  on 
two  scores:  how  well  they  do  in  bull 
markets;  how  well  they  do  in  bear 
markets.  We  sometimes  call  our  rat- 
ings "consistency  ratings,"  and  that's 
what  they  are." 

In  fact,  we  carry  the  consistency 
principle  one  step  further.  We  recog- 
nize that  not  all  bull  markets  are 
alike,  that  not  all  bear  markets  are 
alike.  So  we  score  each  fund  not  just 
on  its  performance  in  one  period,  but 
in  six:  three  up  periods  and  three 
down  periods  (see  right  column).  In 
all  cases  we  count  capital  gains  distri- 
butions as  part  of  performance,  and 
reinvest  them.  To  get  a  really  top 
score  in  either  up  or  doun  categories, 

We  don't  rank  all  funds  because  some  haven't 
been  doing  business  long  enough  to  be  rated.  To 
get  a  rating,  the  fund  must  have  results  for  three 
measured  periods,  starting  Sept.  30.  1960.  A  fund 
in  business  for  two  periods  gets  a  bullet  (•)  before 
the    rating. 


a  fund  must  do  well  in  all  three  pe- 
riods. 

This   involves   a   complex   formula, 
but,  essentially,  it  works  like  this: 


REPORT  CARD 

FORBES  ranks  mutual  funds  rela- 
tive to  each  other  rather  than  on  an 
absolute  scale.  That  is,  we  use  a  per- 
centile system.  Here's  how  it  works: 

First  we  take  the  fund's  showing 
relative  to  all  funds  of  similar  types  in 
each  period.  Then  we  average  the  re- 
sults for  all  three  periods.  Having  done 
this,  we  rank  the  funds  in  order  of  their 
relative  averages. 

The  top  12.5%  get  an  A+ 
The  next  12.5%  get  an 

The  next  25%  get  a  B }  Average 

The  next  25%  get  a  C    Below  Average 
The  next  25%  get  a  D{ 

The  Periods: 

UP  MARKETS:  9/30/60—12/31/61; 
6/30/62—2/9/66;    10/7/66—11/29/68. 

DOWN  MARKETS:  12/31/61—6/30/62; 
2/9/66—10/7/66;  11/29/68—6/23/69. 


■7"  {Superior 


In  short,  the  ratings  measure  a 
fund's  ability  or  inability  to  consis- 
tently outperform  other  funds. 

Remember  this,  however:  The  A 
funds  are  not  necessarily  spectacular 
performers  in  bull  markets;  merely 
consistently  good.  Cast  you  eye 
through  the  figures  in  the  following 
survey:  You  will  see  that,  in  addition 
to  rating  most  of  the  funds,  we  also 
give  numerical  scores.  These  show 
what  would  happened  to  a  theoretical 
investment  of  $100  over  two  different 
periods:  June  30,  1962  to  June  30, 
1969  and  June  30,  1968  to  June  30, 
1969.  Significantly,  not  all  of  the  A 
and  A+  funds  show  necessarily  the 
best  numerical  scores.  What  they  do 
show    is    consistently    above-average 


50 


FORBES,  AUGUST  15,  1969 


performance  under  a  wide  variety  of 
conditions. 

Thus  the  Forbes  Mutual  Fund  rat- 
ings do  have  a  bias  against  perform- 
ance— narrowly  defined.  Deliberately 
so.  We  regard  mutual  funds  as  a 
proper  instrument  for  investing.  But 
not  for  speculation.  Too  much  of 
what  has  passed  for  performance  the 
past  couple  of  years  has  been  gam- 
bling, and  those  who  thought  they 
had  found  a  sound,  safe  way  to 
gamble  have  learned  otherwise  this 
year  and  last.  (For  some  cases  in 
point,  see  "Performance  Funds:  Un- 
der a  Cloud."  p.  78.) 

For  readers'  convenience  we  also 
include  on  the  following  pages  certain 
other  basic  information  besides  the 
ratings  and  the  numerical  scores:  the 
size  of  the  fund  in  millions  of  dollars; 
the  amount  of  the  sales  charge  on 
ordinary  purchases,  annual  operat- 
ing expenses  and  management  fees  as 
a  percentage  of  asset  value:  and  the 
dividend  return,  excluding  capital 
gains.  The  funds  are  listed  alpha- 
betically according  to  type  of  fund — 
that  is.  stock,  balanced,  closed-end, 
no  load,  etc. 

As  for  the  loading  charge,  our  cal- 
culations ignore  it.  We  figure  gains  or 
losses  on  the  money  that  is  left  after 


the  salesman  has  taken  his  cut.?  From 
this  it  follows  that  where  a  load  fund 
and  a  no-load  fund  have  identical 
rankings,  the  no-load  fund  is  the  bet- 
ter buy.  (Of  course,  with  very  large 
investments  this  does  not  necessarily 
hold.) 

For  Your  Nervous  Aunt 

So,  if  you  want  to  invest  in  mutual 
funds,  how  can  Forbes'  ratings  help? 

The  answer  depends  on  your  age, 
your  circumstances,  your  nerves,  your 
patience  span.  But  we'll  make  a  stab 
at  suggesting  some  possibilities  for 
applying  the  Forbes'  ratings  to  your 
particular  problem. 

Let's  suppose  you  want  a  fund  for 
Aunt  Tilly.  She  is  old  and  nervous 
and  she  remembers  the  Great  Depres- 
sion more  vividly  than  she  does  recent 
prosperity.  We'd  suggest  a  fund 
which  ranks  A  in  down  markets  and, 
maybe,  H  in  up  markets.  If  you  find 
a  suitable  one  in  the  no-load  category, 
so    much    the    better.     Chances    are 

tTo  adjust  the  Dollar  Results  figures  for  the  effect  of  the 
loading  charge,  simply  multiply  the  Dollar  Result  figure 
by  the  amount  of  the  loading  charge;  move  the  decimal 
point  two  places  to  the  left;  then  subtract  the  resulting 
figure  from  the  original  Dollar  Result.  (Example:  A  fund 
has  a  dollar  score  of  $250  and  a  loading  charge  of  8%. 
Multiplying  8  by  250  and  moving  the  decimal  point  two 
places  to  the  left  gives  $20.  Subtracting  $20  from  $250 
leaves  $230.  This  is  the  amount  the  investor  would  have 
at  the  end  of  the  period  had  he  bought  $100  worth, 
paying  the  standard  loading  charge.) 


you'll  inherit  Aunt  Tilly's  stock  some 
day,  so  why  not  save  her  the  8% 
loading  charge. 

What  about  the  more  typical 
Forbes  reader,  the  executive  with 
money  to  invest?  No  matter  who  you 
are,  don't  listen  to  the  salesman  who 
tells  you  not  to  worry  about  down 
markets  because  the  big  trend  is  up. 
Maybe  the  big  trend  is  up,  but  the 
intermediate  downs  aren't  necessarily 
little  ones.  And  sometimes  people  are 
forced  to  sell  during  the  downs.  How 
many  have  had  to  sell  stocks  or  funds 
this  year  because  they  needed  money 
and  couldn't  get  it  from  the  bank? 
Sure,  their  stocks  will  go  up  again, 
but  somebody  else  will  own  them. 
For  few,  if  any,  humans  is  downside 
risk  a  matter  of  no  concern. 

But  everybody  has  his  own  risk/ 
reward  ratio,  and  suppose  you  are  a 
middle-aged  family  head  with  a  good 
income  who  wants  to  build  a  nest  egg 
for  retirement  or  for  educational  costs. 
You  won't  ignore  the  downside  risk 
but  you  won't  emphasize  it.  You 
might  in  this  case,  pick  a  fund  with 
an  A  rating  for  up  markets  and  a  B 
or  a  C  in  down  markets.  (There  are 
four  A-A  funds.  But  all  are  very 
small,  and  it  is  doubtful  they  could 
(Continued  on  page  61) 


In  sailing,  you  can't  necessarily  go  in  a  straight  line; 
you  must  adjust  to  the  wind.  The  same  in  investing: 
Sometimes  you  must  penalize  immediate  perform- 
ance in  the  interest  of  long-range  performance.  For 
example,  a  money  manager  may  knowingly  sell  a  stock 
"too  soon"  because  he  wants,  overall,  to  be  more 
liquid  against  an  expected  decline  in  the  market.  Con- 
versely, a  money  manager  may  stay  with  a  stock  even 


though  he  expects  it  to  decline  fairly  sharply;  he  does 
so  because  he  wants  to  keep  his  position  intact  for  the 
big  gains  he  expects  over  the  long  term.  Thus,  often  do 
good  money  managers,  like  sailors,  zigzag  to  their 
destinations.  This  is  why  FORBES,  taking  the  long-range 
view,  measures  mutual  fund  performance  on  the  basis 
of  consistency  of  performance  over  the  long  run 
rather  than  on  the  basis  of  straight-line  performance. 
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__i,qoo   , 

square  feet  of 
savvy 


That's  the  Harris.  For  nearly  nine 
decades  the  Harris  Trust  and  Sav- 
ings Bank  of  Chicago  has  been 
counseling  businessmen  through- 
out the  country  with  !he  kind  of 
hardheaded  business  sense  that 
only  the  Midwest  can  spawn. 


Combine  that  with  plenty  of  pro- 
gressive thinking  and  the  most 
sophisticated  computer  tech- 
nology, and  you  get  financial  ex- 
pertise with  style  and  flair.  But 
there's  more  to  Harris  savvy 
than  that. 

Meet  Hubert 
This  suave  little  lion  is  the  symbol 
of  our  symbol.  Many  years  ago 
we  flanked  our  entrance  with  a 
pair  of  massive  bronze  lions.  They 
represented  the  strength  and  sta- 
bility of  the  Harris. 

Today,  strength  and  stability 
are  assumed  in  a  bank.  More  im- 
portant are  the  bank's  people. 


Hence,  Hubert,  the  friendly  lion 
whosymbolizes  both  ourattitudes 
and  our  people — who,  after  all, 
are  what  Harris  savvy  and  this 
booklet  are  all  about. 

HARRISJERANK! 

1 1 1  West  Monroe  Street,  Chicago,  Illinois  60690 


.that's 
Harris 
savvy 


Organized  as  N.  W.  Harris  &.  Co.  1882.  Incorporated  1907  •  Member  Federal  Deposit  Insurance  Corporation  .  .  .  Federal  Reserve  System, 


How  to  Interpret  the  Ratings 

Below  we  comment  on  two  sample  ratings  to  help  readers  interpret  the  survey 
which  appears  on  the  following  pages.  One  makes  an  excellent,  all-around,  bal- 
anced showing.  The  other  makes  a  very  poor  one.  (The  good  fund  is  De  Vegh 
Mutual  Fund,  which  has  one  of  the  best  all  around  snowing  in  the  entire  survey. 
The  poor  fund  is  Corporate  Leaders  Trust  Fund,  Series  "B"  ) 


A  POOR  SHOWING 

PERFORMANCE 


RATINGS 

In                   In 

UP              DOWN 

Latest 

Dividend 

Markets         Markets 

1962-69 

12  Months 

Return 

$100  ENDED  AS.., 
$124.73  $96.58  3.7% 


(Continued  from  page  51) 
sustain  that  rating  if  hit  by  an  influx 
of  new  money.)  Finally,  if  you  think 
the  long-term  trend  is  going  to  be 
strongly  up,  you  won't  need  the  money 
for  a  half  decade  or  so,  and  you  have 
the  stomach  for  occasional  sinking 
spells  like  the  present  you  might  go 
for  an  A-(-  in  up  markets  and  maybe 
take  a  C  or  even  a  D  in  down  markets. 
There  are  other  factors  to  consider, 
too.  If  you  are  very,  very  conserva- 


tive, you  might  want  to  consider  a 
balanced  fund,  which  never  has  all 
of  its  money  in  the  stock  market;  the 
rest  is  in  bonds  or  preferreds.  Income, 
though  not  the  big  thing  in  mutual 
funds,  does  differ  widely,  and  the 
Forbes  ratings  indicate  this. 

We  started  this  article  quoting  mu- 
tual fund  pioneer  Paul  Cabot  on  the 
fact  that  sailing  straight  ahead  isn't 
always  the  best  way  to  get  to  an  in- 
vestment goal.   Cabot  is  70.  He's  no 


swinger.  He  admits  the  Great  De- 
pression scarred  him.  But  some  of 
the  young  swingers  who  laughed  at 
his  kind  of  advice  a  year  ago  are 
bearing  some  scars  of  their  own  these 
days.  Which  is  precisely  why  we  stay 
with  our  long-standing  philosophy: 
that  moderate  but  consistent  perform- 
ance in  all  kinds  of  markets  is  worth 
more  than  spectacular  performance 
over  a  relatively  short  period. 
Much  more,  b 
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PERFORMANCE 
RATINGS 


In  In 

UP  DOWN 

Markets     Markets 


Forbes*——* 
Fund  Ratings 
1969 


DOLLAR  RESULTS 


1962-69 


Latest 
12  Months 


Dividend ' 
Return 


Annual 
Assets        Maximum    Expenses 
in  Sales      (Cents  per 

Millions         Charge         $100) 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


$100  ENDED  AS. 


$178.46 
$197.91 


$98.12 
$95.35 


3.1% 
2.5% 


STOCK  FUNDS  (LOAD) 

B                C          Aberdeen  Fund $194.87 

C                C          Advisers  Fund 178.91 

C                8          Affiliated  Fund  181.26 

A                C          American  Growth  Fund  225.23 

C                B          American  Mutual  Fund  191.54 

B  D  American  National  Growth  Fund 

(formerly  Citadel  Fund)   243.22 

D                C          Assoc  ated  Fund  Trust  151.46 

A                C          Axe-Houghtcn  Stock  Fund   341.02 

B                C          Axe  Science  Corp 267.91 

C                B          Bondstock  Corp 206.35 

D                B          Bread  Street  Investing  Corp 171.43 

B                C          Brown  Fund  of  Hawaii  166.91 

C                B          Bullock  Fund   193.87 

A                D          Capital  Investors  Growth  Fund 237.62 

B  D         Capital  Shares  (formerly  Capital  Life 

Insurance  Shares  &  Growth  Stock  Fund)  116.47 

D         Century  Shares  Trust 120.61 

Channing  Funds 

C             Commcn  Stock  Fund  181.65 

D             Growth  Fund   244.88 

D             Special  Fund   345.83 

le  Chase  Fund 
hemical  Fund 
ie  Colonial  Fur 
Gonial  Growth 
ommerce  Fund 

Common  Stock  Fund  of  State  Bond  and 

Mortgage  Company  263.85 

Commonwealth  Capital  Fund   246.10 

Commonwealth  Fund  Indenture  of  Trust  Plans  A&  B  164.16 

Commonwealth  Fund  Indenture  of  Trust  Plan  C  157.11 

Commonwealth  Stock  Fund 201.15 

Composite  Fund 205.81 

B                         Consumers  Investment  Fund   290.34 

D                         Corporate  Leaders  Trust  Fund  Certificates,  Series  "B'  124.73 

Crown  Western  Investments  

C                D             Dallas  Fund  282.51 

B               C             Diversified  Fund 187.22 

A                D          Delaware  Fund  254.72 

A                D          Diversified  Growth  Stock  Fund  271.00 

D                A          Dividend  Shares 175.35 

—              —        Dow  Theory  Investment  Fund0     — 

A                C          Dreyfus  Fund  242.96 


$94.21 
93.89 
99.72 
96.79 
99.12 


1.9% 

1.8 

3.8 

2.1 

3.4 


$43.0 

3.0 

1,707.3 

15.9 

396.3 


8.50% 

8.50 

7.50 

8.00 

8.50 


$1.00 
0.75 
0.29 
1.00 
0.58 


96.84 
89.88 
89.03 
77.84 


1.3 
4.6 
1.1 
1.7 


6.6 
66.6 
85.6 
55.8 


8.50 
8.50 
8.50 
8.00 


1.04 
0.69 
1.10 
0.95 


104.12 
100.92 
98.59 
98.53 
89.81 


2.0 
3.1 
0.7 
2.6 
0.1 


26.9 
403.0 

4.0 
164.4 

4.5 


8.50 
7.50 
8.50 
8.67 
8.75 


0.65 
0.19 
0.42 
0.40 
1.00 


B 

C 

A 

A4- 


90.85 
97.29 

95.30 
83.34 
91.80 


none 
2.0 

2.7 
1.1 
0.3 


63.9 
93.8 

33.8 
308.7 
169.2 


8.75 
8.50 

8.50 
8.50 
8.50 


1.02 
0.46 

0.74 
0.65 
0.71 


A 

D 
C 
B 
C 
C 

The  Chase  Fund  of  Boston  

323.13 

93.70 
96.34 
91.08 
89.80 
100.33 

1.1 
1.6 
3.6 
1.4 
1.8 

102.0 
521.4 
243.9 
76.2 
101.5 

8.50 
8.50 
8.50 
8.50 
8.50 

0.66 

A 

Chemical  Fund 

265.00 

0.38 

D 

The  Colonial  Fund 

171.27 

0.50 

B 
B 

Colonial  Growth  Shares   

Commerce  Fund  (formerly  Texas  Fund)  

249.10 
197.06 

0.71 
0.62 

B 

C 

D 

C 

D 

C 

B 

D 

B 

B 

98.29 

1.2 

23.5 

8.00 

0.68 

91.56 

1.1 

179.2 

8.50 

0.65 

93.26 

3.6 

36.2 

7.65 

0.57 

92.34 

3.0 

52.5 

7.50 

0.75 

98.20 

2.4 

68.1 

8.50 

0.64 

90.08 

2.7 

44.4 

8.00 

0.71 

98.08 

2.1 

13.0 

8.50 

0.67 

96.58 

3.7 

69.9 

7.64 

0.20 

106.73 

1.0 

12.5 

8.50 

0.84 

102.51 

2.7 

21.4 

8.50 

0.85 

90.23 

2.7 

457.0 

8.50 

0.67 

89.96 

1.0 

540.4 

8.75 

0.61 

99.39 

2.8 

386.7 

8.67 

0.48 

86.81 

2.0 

131.6 

7.50 

0.66 

94.63 

2.3 

2,395.8 

8.75 

0.55 

•  Fund  rated  (or  two  periods  only;  maximum  allowable  rating  A.       'Information  prior  to  1964  not  available;  not  ranked. 


WHAT  THE 
RATINGS  MEAN 


FORBES  ranks  mutual  funds  relative  to  each  other  rather  than  on  an  absolute  scale. 

That  is,  we  use  a  percentile  system. 

Here's  how  it  works: 

First  we  take  the  fund's  showing  relative  to  all  funds  in  each  period.  Then  we  average 

the  results  for  all  three  periods.  Having  done  this,  we  rank  all  funds  in  order  of  their 

relative  averages.  The  top  12.5%   get  an  A+;  the  next   12.5%   get  an  A;  the  next 

25%  get  a  B;  the  next  25%  get  a  C;  the  next  25%  get  a  D. 
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PERFORMANCE 
RA  TINGS 


In  In 

UP  DOWN 

Markets     Markets 


i  Forbes i— ■ 
Fund  Ratings 
1969 


DOLLAR  RESULTS 


1962-59 


Latest      Dividend 
12  Months    Return 


Annual 

Assets 

Maximum   Expenses 

in 

Safes      (Cents  per 

Millions 

Charge        $100) 

Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


$100  ENDED  AS... 


$178.46 
$197.91 


$98.12 
$95.35 


3.1% 
2.5% 


90.81 
93.08 

111.08 
97.85 


3.2 
2.0 

2.2 
0.4 


33.2 
8.7 

15.7 
9.7 


8.75 
8.50 

8.80 
8.50 


0.62 
0.92 

0.85 
0.83 


STOCK  FUNDS  (LOAD) 

C                C          Eaten  &  Howard  Stock  Fund  $170.53          $92.20          1.9%          $247.6          8.50%        $0.56 

•A                D          En'erprise  Fund  631.57            98.34          0.7                  849.2          8.50              0.97 

B                C          Equity  Fund              183.67            95.55          3.0                    46.1          8.50             0.62 

A                D          Fairfield  Fund                    278.99            78.90         none                  67.8          8.50             0.67 

B                C          Federated  Growth  Fund   216.82            86.07          1.8                    15.6          8.50             0.94 

A                D          Fidelity  Capital  Fund        286.80            89.45          2.3                  621.4          8.50              0.53 

B                C          Fidelity  Fund         213.94            94.75          3.0                  821.1          7.50             0.48 

A+             D          Fidelity  Trend  Fund            313.78            90.92          2.2               1,135.5          8.50              0.49 

B                A          Financial  Industrial  Income  Fund   222.71            97.47          3.8                    78.3          8.50             0.75 

B                D          Financial  Industrial  Fund                    190.71            93.22          2.5                  345.0          8.50             0.66 

D                C           First  Investors  Fund  153.77 

B                D          First  National  Fund              175.40 

A  A  First  Sierra  Fund 

(formerly  Insurance  Investors  Fund)  239.50 

C                B          Florida  Growth  Fund     213.89 

Founders  Mutual  Fund 178.08 

Foursquare  Fund                    189.94 

Franklin  Custodian  Funds 

Commcn  Stock  Series  Shares 207.84 

Utilities  Series                    121.14 

Fund  of  America                184.44 

B                D          Fundamental  Investors         186.61 

Group  Securities 

B                D              Aerospace-Science  Fund     218.41 

D                B              Common  Stock  Fund  159.69 

C                C          Growth  Industry  Shares              190.29 

•A              «D          Gryphon  Fund  (offered  publicly  4/63)   83.73          0.6                    69.3          8.50             0.53 

C                D          Hami'ton  Funds  Series  H-DA              159.91            94.08          3.2                  649.7          8.50              0.58 

C                C          Hanover  Fund  (formerly  Coastal  Securities  Fund)  131.34            85.30          3.6                      2.2          8.00              1.90 

C                A+       Harbor  Fund  (formerly  Convertible.  Securities  Fund)  196.61            97.61          4.5                  104.9          8.50             0.65 

—               —        Heritage  Fundf                      —               89.14         none                     4.3          8.50             0.15 

B                C          Imperial  Capital  Fund          200.72            99.64          1.9                    35.1          8.00             0.80 

~7~        ~~ D          Industry  Fund  of  America         202.70            78.07         none                     2.1          8.50             0.72 

B                C          Insurance  &  Bank  Stock  Fund  131.99          110.64          1.0                      2.8          8.50              1.00 

A                C          Investment  Co.  of  America  244.12            97.58          2.8                1,030.8          8.50             0.49 

b                D          Investment  Trust  of  Boston  177.08            95.56          2.3                    89.3          8.50             0.58 

A  D  Investors  Research  Fund   298.32  88.77  1.4 5.6  8.50  1.00 

D                C          Investors  Stock  Fund           158.82            95.27          2.6               2,202.9          8.00             0.30 

A                D          Investors  Var  able  Payment  Fund  198.63            89.25          1.9                1,052.7          8.00             0.31 

B                D          ISI  Trust  Fund          118.23            95.14          2.9                  846.6          8.85             0.59 

C                A          Istel  Fund          239.46            94.03          2.3                  124.5          3.00             0.71 

A+             C          Ivest  Fund              366.24            88.32          0.6                  295.1          8.50             0.69 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A.      fChanged  investment  policy  in  1967;  not  ranked. 


96.35 
89.04 

94.97 
89.91 
87.99 


3.2 
1.9 

1.3 
3.5 
0.7 


197.4 
12.6 

11.7 
22.1 
93.8 


8.50 
8.50 

8.75 
8.75 
8.50 


0.38 
0.90 

0.75 
0.76 
0.71 


94.26 

86.40 

100.53 

96.39 


2.4 

0.7 
4.0 
1.9 


1,260.2 

22.0 

303.0 

45.1 


8.75 

8.50 
8.50 
2.91 


0.47 

0.74 
0.71 
0.50 


EXPLANA  TION 

OF  COLUMN 

HEADINGS 


Annual  expenses  include  management  lees  and  operating  expenses  as  a  percentage 

of  average  net  assets. 

Only  funds  in  existence  for  at  least  six  of  the  measured  periods  are  given  a  FORBES 

performance  rating.  All  capital  gains  distributions  have  been  reinvested,  but  income 

dividends  have  not.  All  ratings  are  based  on  investments  at  net  asset  value  and  do  not 

allow  for  sales  charges. 

In  DoJIar  Results  section,  the  1962-69  period  covers  the  period  from  June  30,  1962 

to  June  30,  1969;  the  latest  12  months  covers  the  period  from  June  30,  1968  to  June 

30,  1969.  Dividend  Return  is  based  on  June  30,  1969  net  asset  value  and  the  income 

payout  for  the  preceding  12-month  period. 


FORBES,  AUGUST  15,  1969 


63 


PERFORMANCE 
RATINGS 


in  In 

oP  DOWN 

Markets     Markets 


Forbes 

Fund  Ratings 
1969 


DOLLAR  RESULTS 


1962-69 


Latest 
12  Months 


Dividend 
Return 


Annual 
Assets        Maximum    Expenses 
in  Sales       (Cents  per 

Millions         Charge         $100) 


A 
D 
C 

A 

■*+• 


$100  ENDED  AS... 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


$178.46 
$197.91 


$98.12 
$95.35 


3.1% 
2.50/c 


$87.88 
95.17 
96.32 
89.13 

101.42 


0.5% 

2.0 

3.4 

0.8 

0.5 


STOCK  FUNDS  (LOAD) 

Keystone  Custodian  Funds 

K-2  $225.28 

S-l   164.98 

S-2  170.18 

S-3   260.83 

S-4  274.70 

The  Knickerbocker  Fund  193.34 

Knickerbocker  Growth  Fund  344.30 

Lexington  Income  Trust  132.03 

Lexington  Research  Fund 

(formerly  Lexington  Research  Investing  Fund)  . .  214.88 

Liberty  Fund   166.64 

Life  &  Growth  Stock  Fund  116.21 

Life  Insurance  Investors 114.57 

Horace  Mann  Fund  145.30 

Massachusetts  Investors  Growth  Stock  Fund 219.03 

Massachusetts  Investors  Trust  Fund  173.62 

McDonnell  Fund   244.54 

Mid  America  Mutual  Fund  191.69 

Moody's  Capital  Fund*  176.29 

B.  C.  Morton  Funds 

Growth  Series 275.58 

Income  Series  152.09 

Insurance  Series  133.14 

Mutual  Investing  Foundation 

MIF  Fund  184.30 

MIF  Growth  Fund    201.29 

Mutual  Securities  Fund  of  Boston  348.55 

Mutual  Trust  151.92 

National  Investors  Corp 238.49 

National  Securities 

Growth  Stock  Series  245.45 

Stock  Series 173.33 

Newton  Fund  200.40 

Old  Dominion  Investors  Trust 168.87 

Oppenheimer  Fund   319.50 

Over-The-Counter  Securities  Fund  305.48 

Paramount  Mutual  Fund  188.06 

Philadelphia  Fund  196.90 

Pioneer  Enterprise  Fund  260.83 

Pioneer  Fund  232.56 

Planned  Investment  Fund 317.92 

Puritan  Fund  183.46 

Putnam  Growth  Fund  225.21 

Putnam  Income  Fund  117.34 

Putnam  Investors  Fund  183.81 

Republic  Technology  Fund  155.69 

Revere  Fund    266.18 

Security  Diversified  Shares 183.90 

Security  Investment  Fund  173.04 

Selected  American  Shares   203.25 

Shareholders  Trust  of  Boston  179.68 

Sigma  Investment  Shares 

(formerly  Blue  Ridge  Mutual  Fund)  178.94 

Southwestern  Investors 189.09 

Sovereign  Investors  155.47 

•  Fund  rited  for  two  periods  only;  maximum  allowable  rating  A.  'Changed  management  in  1967;  not  ranked. 


$307.1 

52.8 

137.1 

178.6 

569.8 


8.30% 

8.30 

8.30 

8.30 

8.30 


$0.53 
0.53 
0.53 
0.53 
0.53 


A+ 

D 

B 

B 


B 

D 

A+ 
C 


99.46 
95.55 
99.72 

99.07 
85.83 


2.7 
0.2 
3.8 

0.9 
3.7 


13.8 

11.2 

6.4 

116.3 
13.0 


8.70 
8.70 
8.50 

8.50 
8.50 


1.00 
1.02 
1.04 

0.81 
1.00 


C 
C 
D 
B 
D 
A+ 


108.93 
93.17 
96.82 
95.47 
97.96 
91.90 


1.0 
1.0 
1.7 
1.5 
2.8 
1.6 


9.9 

81.8 

11.5 

1,193.6 

2,259.1 

25.2 


8.50 
8.50 
4.00 
8.50 
8.50 
8.75 


1.02 
0.57 
0.84 
0.31 
0.19 
0.70 


8 


90.14 
94.43 

80.94 
92.03 
95.93 


1.3 

1.9 

none 

5.2 

1.3 


16.4 
65.7 

54.1 
8.6 
4.6 


8.50 
8.50 

8.75 
8.75 
8.75 


0.78 
0.77 

0.99 
0.99 
0.99 


A+ 
C 
C 
A 


100.10 
94.99 
85.03 

101.68 


3.8 
2.3 
0.3 
3.7 


154.5 

21.2 

4.2 

11.7 


7.50 
7.50 
8.50 
2.00 


0.61 
0.75 
0.95 
0.90 


98.44 

89.59 
98.78 
93.56 


1.7 

2.5 
3.8 
0.7 


763.0 

259.2 

361.7 

12.1 


7.50 

8.50 
8.50 
8.50 


0.17 

0.61 
0.58 
0.74 


D 

A+ 


B 
D 

A+ 

A 

B 


101.74 

97.22 

106.00 

103.09 

99.32 


2.7 

0.5 
0.7 
4.5 
2.2 


3.5 

275.2 

2.7 

5.2 

86.1 


1.00 
8.50 
8.00 
8.50 
8.75 


0.90 
0.95 
1.36 
0.86 
0.70 


D 

A+ 
•A 
A 
D 


99.54 
97.71 
99.85 
94.48 
93.53 


1.0 
2.6 
0.8 
4.2 
1.6 


4.8 
165.0 

2.7 
774.2 
654.2 


8.50 
8.50 
8.50 
7.50 
8.50 


1.02 
0.67 
1.52 
0.46 
0.51 


D 
D 

C 

A+ 
C 


92.17 
97.00 
83.23 
84.44 
88.08 


5.0 
1.7 
none 
none 
2.0 


151.3 

288.4 

29.2 

18.9 

8.4 


8.50 
8.50 
8.50 
8.50 
7.50 


0.44 
0.56 
1.00 
1.36 
0.58 


D 
B 
C 
C 

B 
0 


B 
C 
B 
C 

A 
C 


93.37 
93.40 
95.84 

94.09 

100.27 

97.44 


4.3 
2.4 
3.6 

2.7 
3.2 
3.3 


14.1 
219.0 
117.4 

47.9 

25.6 

5.9 


8.50 
7.50 
8.50 

8.50 
7.50 
8.67 


0.94 
0.61 
0.63 

0.74 
0.67 
0.80 
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Will  the  Parthenon 

have  to  be  put  under  glass? 


It's  been  seriously  proposed:  a  glass 
covering  to  protect  this  ancient  land- 
mark from  the  modern  problem  of 
air  pollution. 

In  this  country,  Americans  pump 
some  400,000  tons  of  smoke,  gas 
and  soot  into  the  air  every  day.  And 
at  the  rate  it's  increasing,  each  city 
dweller  will  soon  have  to  gasp  his 
way  through  his  own  personal  one 
ton  per  year  of  airborne  filth. 


Fortunately,  we're  starting  to 
catch  up  with  the  snafu  of  our  air 
and  water,  and  with  the  ear-splitting 
consequences  of  our  high-decibel 
society. 

Koppers  electrostatic  precipita- 
tors comb  95.5%  of  the  air-soiling 
solids  from  industrial  smoke.  Kop- 
pers purification  systems  that  make 
corruption-stricken  water  usable 
again  are  in  wide  use.  And  Koppers 


silencers  hush  such  noisemakers  as 
jet  testing  facilities,  and  that  165 
mph  gas  turbine  engine  designed 
to  pull  a  train  along  the  Boston- 
Washington  corridor. 

Air,  water,  and  noise  pollution  are 
social  diseases.  Koppers  is  deter- 
mined to  keep  them  from  becoming 
epidemic. 

Koppers  Company,  Inc.,  Pitts- 
burgh, Pennsylvania  15219. 


Environmental  Systems  •  Chemicals  and  Coatings  •  Plastics  •  Architectural  and  Construction  Materials  •  Engineered  Products  •  Engineering  and  Construction 


The  Programma  101  is  not  simply 

a  calculator.  Nor  is  it  a  remote 

computer  terminal.  It's  a 

completely  selt-contained  computer. 

A  true  computer. 

The  Programma  101  stores, 
computes,  makes  logical  decisions 

and  prints. 


The  Olivetti  Programma  101: 

the  do-it-yourself 
desk-top  computer 


Programs  are 

stored  on  magnetic 

cards  about 

thesizeof  a  dollar  bill. 

Only  variables  need  be  entered.  The 

Programma  101  does  the  rest. 

Create  your  own  programs.  Or 

use  ours.  Finance.  Banking. 

Commerce.  Insurance.  Statistics. 

Engineering.  Education.  The 

list  is  growing. 

Programma  101  is  available. 

Today.  Look  us  up  in  the 

Yellow  Pages. 


G 


a  101.  Actual  s.ze  lVi  x  19  »24  deep.  115  volts  AC. 


''...industry  should  have  a  common  goal— the  fulfillment  of 
human  needs,  human  desires— to  be  meaningful  to  society... No 
company  has  ever  begun  in  any  free  enterprise  economy. . .  that 
did  not  originate  with  such  a  purpose.  ..We  at  Bliss  &  Laughlin, 
past  and  present,  have  made  this  purpose  the  basis  for  all  of  our 
corporate  efforts. . .  Which  is  something  that. will  never  change 
at  Bliss  &  Laughlin.  We  can  further  insist  that  this  is  cdl 
that  will  never  change  at  Bliss  &  Laughlin." 


From  "The  Permanence  of  Change"  An  Address  to 
the  N ewcomen  Society  by  Frederic  J.  Robbins, 
President,  Bliss  &  Laughlin  Industries,  Inc. 


You  are  cordially  invited  to  write  for  a  copy  of  "The  Permanence  of 

Change,"  a  Corporate  History  of  Bliss  &  Laughlin  Industries  and  for 

our  illustrated  annual  report  for  the  full  year,  1968.  Address  your 

request  to  Richard  K.  Klink,  Vice  President,  Secretary  and  Treasurer. 


BLISS  &  LAUGHLIN  industries 


126  West  22nd  Street 
Oak  Brook,  Illinois  60521 


A  diversified   manufacturer  and  distributor   of  equipment  and   tools   for  the   construction   industry,   products  for  the 
material  handling,  appliance,  furniture,  and  electronic   industries,  and  a  leading  producer  of  cold  finished  steel  bars 


PERFORMANCE 
RA  TINGS 


In  In 

UP  DOWN 

Markets     Markets 


1  Forbes  "^^™ 
Fund  Ratings 

1969 


DOLLAR  RESULTS 


Latest      Dividend 
2962-59     12  Months     Return 


Annual 
Assets        Maximum  Expenses 
in  Sales      (Cents  per 

Millions         Charge        $100) 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


S100  ENDED  AS... 


$178.46 
$197.91 


$98.12 
$95.35 


3.1% 
2.50/o 


B 

B 

B 

D 

B 

D 

A-f 

D 

D 

B 

STOCK  FUNDS   (LOAD) 

State  Street  Investment  Corp $216.21  $98.00  1.8%  $423.8 

Steadman  Fiduciary  Investment  Fund  185.87  93.07  2.1  12.8 

Steadman  Science  &  Growth  Fund     202.59  77.55  0.2    ,  52.9 

Steadman  American  Industry  Fund  258.80  90.87  2.6  12.3 

Supervised  Shares                         156.39  96.34  2.9  7.2 

Teachers  Association  Mutual  Fund  — 

Technology  Fund                         215.60 

Twentieth  Century  Investors 

Growth  Investors              260.29 

Income  Investors                 176.35 

United  Funds 

Accumulative      160.07  94.63  1.7  1,303.3 

Income                182.95  99.61  2.1  792.9 

Science                       210.58  92.21  1.2  430.2 

The  Value  Line  Fund                 306.98  93.40  2.0  63.5 

The  Value  Line  Income  Fund  158.70  90.56  4.8  92.6 

The  Value  Line  Spec!al  Situations  Fund   389.86  86.53  0.3  291.2 

Vanderbilt  Mutual  Fund               288.96  91.89  1.9  18.5 

Varied  Industry  Plan           169.30  92.67  2.7  10.5 

Venture  Securities                        227.98  111.03  none  2.0 

Viking  Growth  Fund                           202.69  99.00  1.5  2.4 

Wall  Street  Investing  Corp 164.80  96.51  2.6  18.1 

Washington  Mutual  Investors  Fund   193.69  101.03  3.5  269.2 

Western  Industrial  Shares                        275.19  95.50  0.9  7.9 


t 
8.50% 
8.50 
8.50 
8.00 


$0.48 
0.83 
0.81 
0.87 
0.88 


85.35 
94.57 

82.13 
91.34 


2.0 
1.9 

0.1 
3.6 


7.5 
629.5 

15.1 
2.1 


4.00 
8.25 

8.50 
8.50 


;.50 
1.50 
.50 
:.75 


0.86 
0.59 

1.00 
1.02 


0.37 
0.37 
0.37 
0.64 


D 

A- 
A 
•C 
A 


1.75 
1.75 
1.50 
1.00 
;.50 


0.75 
0.91 
0.99 
1.07 
3.00 


B 
0 
C 

A- 


i.OO 

;.50 

i.50 
!.50 


1.00 
0.70 
0.60 
1.00 


A 

B 
D 
B 

Windsor  Fund                                  ... 

264.14 

105.88 
83.27 
96.20 

2.1 

none 

2.2 

257.5 

192.9 

30.6 

8.50 
8.50 
8.50 

0.67 

A+ 

Winfield  Growth  Fund 

350.23 

0.65 

C 

Wisconsin  Fund                   

182.44 

0.64 

STOCK  FUNDS   (NO-LOAD) 


C                A4-  Leon  B.  Allen  Fund         $264.60  $104.47  0.60%  $2.8  1.00%*      $2.05 

A+             D  American  Investors  Fund   408.00  94.74  0.8  320.7  none  0.86 

•B                B  David  L  Babson  Investment  Fund  211.84  105.95  1.6  22.7  none  0.95 

C                C  Concord  Fund                 213.67  95.46  2.9  3.8  none  1.26 

A                B  De  Vegh  Mutual  Fund  262.18  98.40  2.9  50.8  none  0.48 

•A                D  Drexel  Equity  Fund  332.73  95.00  1.1  48.4  none  0.78 

C  Energy  Fund           231.97 

C  General  Securities  235.04 

A  Guardian  Mutual  Fund     200.62 

A  4-  Hedberg  &  Gordon  Fund 

(formerly  Securities  Fund)   281.42 

D  Ivy  Fund            378.94 

B                B  The  Johnston  Mutual  Fund     233.22  98.22  1.5  124.2  none  0.71 

A                C  Loomis-Sayles  Capita!  Development  Fund  248.11  95.27  1.6  56.4  ncne  0.77 

B                C  Mairs  &  Power  Growth  Fund   240.67  99.58  1.4  6.4  none  0.69 

B                A-r-  Mutual  Shares  273.52  102.26  0.6  10.7  none  1.27 

D                B  Nassau  Fund           142.07  84.67  2.5  8.5  ncne  0.78 

A-f-             D  National  Industries  Fund   234.68  86.49  1.7       6.4  none  1.00 

D                A-f-  Nelson  Fund                          161.88  94.80  0.4  4.6  ncne  0.94 

C                C  The  One  William  Street  Fund  188.62  97.29  1.9  280.8  none  0.46 

A                C  Penn  Square  Mutual  Fund  234.93  97.99  3.4  150.8  none  0.59 

D                A  Pine  Street  Fund  : 169.28  98.80  3.7  49.1  none  0.40 

D                A  Rittenhouse  Fund    140.15  95.31  3.1  7.7  none  0.66 


91.82 
96.51 

97.70 

95.39 
97.26 


2.0 
2.2 

2.3 

1.2 
1.6 


134.5 

5.2 

54.3 

12.7 
73.0 


none 
none 
none 

none 
none 


0.81 
1.00 
0.78 

0.82 
0.92 


•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

tFund  no  longer  selling  new  shaies,  existing  shares  traded  over-the-counter. 

"Entrance  fee. 
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PERFORMANCE 
RA  TINGS 


In  In 

UP         DOWN 
Markets    Markets 


Fund  Ratings 
1969 


DOLLAR  RESULTS 


1962-69 


Latest      Dividend 
12  Months     Return 


Annual 
Assets     Maximum    Expenses 
in  Sales       (Cents  per 

Millions      Charge         $100) 


—  —        Standard  &  Poor's  500  Stock  Average 

B  C  FORBES  Stock  Fund  Average 

C  C         FORBES  Balanced  Fund  Average 


$100  ENDED  AS. 


$178.46 
$197.91 
$139.22 


$98.12 
$95.35 
$95.34 


3.1% 
2.5% 
3.8% 


B 

B 

A 

C 

D 

B 

D 

C 

B 

C 

D 

C 

STOCK  FUNDS  (NO-LOAD) 

T.  Rowe  Price  Growth  Stock  Fund  $230.66  $98.09  0.8%  $525.5  none%  $0.52 

Rowe  Price  New  Horizons  Fund  420.59  97.31  0.7  143.4  none  0.69 

Scudder  Special  Fund  (offered  publicly  5/66) 319.25  93.78  0.9  190.0  none  0.65 

Scudder  Stevens  &  Clark  Balanced  Fund  126.72  91.37  3.1  94.3  none  0.63 

Scudder  Stevens  &  Clark  Common  Stock  Fund  ....  161.51  92.51  1.8  150.9  none  0.59 

Stein  Roe  &  Farnham  Stock  Fund 204.63  97.76  1.7  115.0  none  0.56 

Variable  Stock  Fund   184.28  96.62  1.7  2.6  none  0.80 


A 
C 
D 

A+ 
D 


Where 

CLOSED-END  INVESTMENT  COMPANIES  Traded 

C          Abacus  Fund  $233.71  $106.31  0.5%  $59.7  NYSE  $0.83 

B          Adams  Express   198.57  101.90  3.1  157.2  NYSE  0.36 

A          Carriers  &  General  Corp 160.92  99.13  2.6  20.8  NYSE  0.69 

D         Central  Securities  264.08  88.97  2.6  70.6  ASE  0.48 

C          Consolidated  Investment  Trust 173.11  97.90  2.8  82.9  0-T-C  0.15 

—        Dominick  Fund   Refused  to  supply  information 

A+       Eurofund  International   92.99  111.67  0.4  36.3  NYSE  2.27 

C         General  American  Investors  252.84  103.71  1.8  112.7  NYSE  0.69 

B          International  Holdings 171.52  100.93  2.5  96.6  ASE  0.48 

C          Lehman  Corp 223.12  96.59  1.9  494.3  NYSE  0.30 

D          Madison  Fund   226.46  90.41  2.1  326.0  NYSE  0.43 

A+       National  Aviation  246.49  92.97  4.4  118.7  NYSE  0.35 

C          Niagara  Share  Corp 242.38  102.30  1.6  111.3  NYSE  0.43 

A+       Petroleum  Corp.  of  America  231.46  108.94  3.0  71.4  NYSE  0.28 

B          Standard  Shares   249.35  97.40  1.3  82.2  ASE  0.42 

A          Surveyor  Fund  166.03  91.15  3.0  140.7  NYSE  0.51 

Tri-Continental  Corp 187.39  100.16  2.8  624.3  NYSE  0.21 

A+       The  United  Corp 208.42  100.76  3.5  176.0  NYSE  0.39 

U.S.  &  Foreign  Securities 175.45  103.00  2.6  140.2  NYSE  0.62 


FUNDS  FOR  INVESTING  ABROAD 


A+ 

D 

B 

B 

B 

B 


D  A+       Boston  Common  Stock  Fund 

(formerly  Canada  General  Fund)  $163.85 

D               A+       Canadian  Fund   155.99 

D               A-f      International  Investors  146.31 

—             —        Loomis-Sayles  Canadian  &  International  Fund  196.74 

D               A+       Scudder  International  Investments  165.66 

D  A+      Stein  Roe  &  Farnham  Capital  Opportunities  Fund 

(formerly  Stein  Roe  &  Farnham  International  Fund]  164.43 

D               A+       Templeton  Growth  Fund  257.53 

D               A+       Transatlantic  Fund    173.09 

D               A+      United  Funds  Canada-International  206.13 


$111.49 

17% 

$47.4 

8.50o/o 

$0.73 

105.62 

2.7 

27.3 

7.50 

0.74 

92.86 

2.3 

3.0 

8.50 

0.95 

107.93 

1.4 

19.6 

t 

0.87 

109.61 

2.5 

16.4 

t 

0.79 

103.49 

2.0 

14.7 

t 

0.52 

121.94 

1.3 

6.3 

t 

0.98 

103.62 

1.6 

12.5 

t 

0.89 

109.43 


0.5 


10.0 


NA 


D 

A+ 

A+ 

D 

A+ 

D 

D 

C 

BALANCED  FUNDS  (LOAD) 

American  Business  Shares  $137.10 

Axe-Houghton  Fund  A  229.44 

Axe-Houghton  Fund  B 16449 

Boston  Fund   1 17.39 


$100.09 

4.6 

84.85 

2.1 

85.19 

3.6 

96.82 

3.6 

tFund  no  longer  selling  new  shires;  existing  shares  traded  over  the  counter 
NA— Not  available. 


$26.2 

7.50% 

$0.75 

72.0 

8.00 

0.97 

276.5 

8.00 

0.67 

273.6 

8.50 

0.59 

70 


FORBES,  AUGUST  15,  1969 


PERFORMANCE 
RATINGS 


In  In 

UP         DOWN 

Markets    Markets 


•  Forbes  "-^™ 
Fund  Ratings 
1969 


DOLLAR  RESULTS 


1962-69 


Latest      Dividend 
12  Months    Return 


Annua/ 
Assets     Maximum     Expenses 
in  Sales       (Cents  per 

Millions      Charge         $100) 


$100  ENDED  AS. 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


$178.46 
$197.91 
$139.22 


$98.12 
$95.35 
$95.34 


3.1% 
2.5% 
3.8% 


BALANCED  FUNDS  (LOAD) 


Channing  Funds 

Ba'anced  Fund                    $158.58  $96.72 

Income   Fund             170.81  98.87 

Commcnwea'th  Income  Fund   142.13  95.63 

Commonwealth  Investment  Co.     149.17  97.65 

Composite  Bond  &  Stock  Fund   156.91  89.37 

Decatur  Income  Fund              190.25  95.19 

Diversified  Investment  Fund  142.55  92.01 

Eaton  &  Howard  Ba'anced  Fund  125.27  97.62 

Eaton  &  Howard  Income  Fund 

(formerly  General  Investors  Trust)  128.58  91.75 

Franklin  Custodian  Fund — Income  Series  Shares  130.27  93.46 

Group  Securities — Fully  Administered   Fund    133.89  99.04 

Income  Foundation  Fund       161.26  95.55 

Income  Fund  of  Boston   127.88  96.17 

Investors  Mutual                    123.87  96.35 

Keystone  Custodian  Funds—  K-l 123.52  90.66 

Massachusetts  Fund  143.42  92.46 

National  Securities 

Balanced   Series    132.19  92.69 

Dividend  Series           188.46  92.80 

Income  Series                     139.61  96.04 

Nationwide  Securities  Co 135.71  98.30 

New  England  Fund                    123.71  91.93 

Provident  Fund  for  Income            202.23  96.83 

The  George  Putnam  Fund  of  Boston   153.81  95.90 

Wellington  Fund             118.85  94.14 

Whitehall  Fund                        161.54  100.24 


3.2% 

4.2 

4.5 

3.5 

3.0 


$107.0 

64.0 

115.5 

182.2 

13.9 


:.50% 

1.50 
1.50 
1.50 
1.00 


$0.67 
0.70 
0.59 
0.59 
0.76 


A+ 
B 
D 
C 


B 
D 

A+ 
C 

B 


4.4 
3.8 
4.2 

4.1 
5.8 


67.1 
155.0 
180.3 

16.8 
4.1 


8.50 
8.75 
8.50 

8.50 
8.75 


0.72 
0.65 
0.57 

0.68 
0.82 


B 
B 

A+ 

A 

B 


4.3 
3.6 
6.2 
3.9 
5.6 


19.3 

44.5 

43.5 

2,829.6 

116.3 


8.50 
8.50 
8.75 
8.00 
8.30 


0.93 
0.85 
0.73 
0.30 
0.53 


C 

D 
A 

A+ 


3.3 

4.4 
5.0 
4.8 
4.3 


185.6 

4.2 

102.5 

89.1 

86.7 


8.50 

8.50 
8.50 
8.50 
7.50 


0.55 

0.68 
0.63 
0.62 
0.45 


D 

A  + 
B 
D 
B 


A+ 
D 
D 
C 

A+ 


3.9 
4.4 
3.4 
3.7 
2.7 


21.4 

80.8 

427.4 

1,546.1 

19.0 


7.50 
8.50 
8.50 
8.00 
8.50 


0.73 
0.60 
0.44 
0.41 
0.39 


A 

D 

C 

B 

D 

A  + 

C 

B 

B 

C 

BALANCED  FUNDS   (NO-LOAD) 

Dodge  &  Cox  Balanced  Fund   $163.28 

Loomis-Sayles  Mutual  Fund   146.86 

Northeast  Investors  Trust  117.52 

Prudential  Fund  of  Boston  136.82 

Stein  Roe  &  Farnham  Balanced  Fund  164.83 


$99.02 

3-1% 

$14.8 

none 

$0.65 

98.91 

3.4 

157.9 

none 

0.58 

95.23 

6.0 

34.6 

none 

0.70 

95.45 

3.1 

2.5 

none 

0.75 

97.65 

2.9 

166.4 

none 

0.52 

Not 
Rated 


BONDS  &   PREFERRED  STOCK  FUNDS 


Atlantic  Fund  for  Investment  in  U.S. 

Government  Securities 

Investors  Selective  Fund   

Keystone  Custodian  Funds 

B-l 

B-2 

B-4 


$102.02 
90.85 

$101.86 
97.12 

2-5% 
5.8 

$2.2 
32.9 

none 
7.000/q 

none 
$0.52 

80.83 

97.67 

118.88 

94.44 
95.42 
96.85 

5.9 
6.5 
6.8 

15.1 

8.1 

122.6 

4.15 
8.30 
8.30 

0.27 

0.53 
0.53 

115.28 
112.94 

99.33 
94.70 

5.0 
5.2 

3.7 
6.0 

8.50 
8.50 

0.62 
0.63 

National  Securities 
Bond  Series 
Preferred  Stock  Series 


tFund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter. 
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PERFORMANCE 
RATINGS 


In  In 

UP  DOWN 

Markets     Markets 


1  Forbes- 
Fund  Ratings 

1969 


DOLLAR  RESULTS 


Latest      Dividend 
12  Months    Return 


Annual 
Assets     Maximum    Expenses 
in  Sales       (Cents  per 

Millions      Charge         $100) 


$100  ENDED  AS... 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


$17846 
$197.91 


$98.12 

$95.35 


3.1% 
2.5% 


Not 

Rated 


EXCHANGE  FUNDS 

Capital  Exchange  Fund  (started  3/66)  

Congress  Street  Fund  

Second  Congress  Street  Fund  (started  6/64) . . . 
Constitution  Exchange  Fund  (started  4/66)  . . . 
Depositors  Fund  of  Boston  (started  4/65) 

Devonshire  Street  Fund 

Diversification  Fund    

Empire  Fund   

Second  Empire  Fund  (started  3/65)   

Third  Empire  Fund  (started  4/66)    

Fourth  Empire  Fund  (started  9/66)   

Fifth  Empire  Fund  (started  3/67)  

Sixth  Empire  Fund  (started  6/67)  

Exchange  Fund  of  Boston  (started  9/63)  

Exeter  Fund  (started  5/66)  

Exeter  Second  Fund  (started  3/67)  , 

Exeter  Third  Fund  (started  6/67)   

Federal  Street  Fund   , 

Second  Federal  Street  Fund  (started  5/66)  .... 
Fiduciary  Exchange  Fund  (started  3/67)    

Second  Fiduciary  Exchange  Fund  (started  6/67). 

General  Exchange  Fund  (started  8/65)    

Industries  Exchange  Fund  (started  6/67)  

Investors  Capital  Exchange   

Ohio  Capital   Exchange  Fund    

Presidential   Exchange   Fund    (started   8/65)   . . 

Second  Presidential  Fund  (started  4/66) 

Fifth  Presidential  Fund  (started  6/67) 

Westminster  Fund  


$98.98 
94.63 
93.16 
95.55 
94.96 


1.7% 

1.3 

1.1 

1.1 

1.6 


$93.8 
47.0 
42.5 
31.0 
93.8 


$0.57 
0.58 
0.59 
0.66 
0.56 


90.48 
100.30 
96.61 
96.12 
82.91 


1.5 
1.9 
2.3 
1.9 
2.0 


27.0 
91.4 
57.6 
15.9 
7.1 


0.63 
0.56 
0.70 
0.87 
0.90 


91.96 
86.47 
96.73 
97.45 
95.48 


1.9 
1.3 
1.7 
1.7 
1.5 


24.0 
16.5 
24.1 
81.5 
33.6 


0.86 
0.86 
0.87 
0.57 
0.67 


93.32 
92.93 
96.84 
96.13 
97.77 


1.0 
0.9 
1.6 
1.4 
1.7 


37.3 
54.0 
164.5 
75.7 
74.9 


0.64 
0.63 
5.00 
0.56 
0.58 


96.19 
88.38 
92.96 
92.75 
100.49 


1.9 
2.1 
0.4 
0.2 
1.7 


102.0 
14.1 
15.7 
23.5 
13.5 


0.56 
0.99 
NA 
0.61 
0.57 


96.02 
97.82 
93.36 
91.87 


2.6 
2.1 
1.8 
1.5 


14.5 
15.3 
17.8 
58.2 


0.68 
0.88 
0.90 
0.57 


Kind  of 
Shares 


DUAL   PURPOSE  FUNDS 


capital  shares  American  DualVest  Fund  (started  3/67) 

income  shares  American  DualVest  Fund  (started  3/67) 

capital  shares  Gemini  Fund  (started  3/67)   

income  shares  Gemini  Fund  (started  3/67)  

capital  shares  Hemisphere  Fund  (started  6/67) 

income  shares  Hemisphere  Fund  (started  6/67)  

capital  shares  Income  &  Capital  Shares  (started  3/67) 

income  shares  Income  &  Capital  Shares  (started  3/67) 

capital  shares  Leverage  Fund  of  Boston  (started  3/67). 

income  shares  Leverage  Fund  of  Boston  (started  3/67) 

capital  shares  Putnam  Duo  Fund  (started  7/67) 

income  shares  Putnam  Duo  Fund  (started  7/67) 

capital  shares  Scudder  Duo-Vest  Fund  (started  4/67) . 

income  shares  Scudder  Duo-Vest  Fund  (started  4/67) 


$82.18 


Where 
Traded 


none 
7.7% 


$43.9 


—  107.36 


none 
7.2 


46.4 


NYSE 
NYSE 


$0.76 


0.71 


—  61.20 


none 
5.5 


27.2 


NYSE 


0.80 


105.72 


none 
9.5 


36.1 


NYSE 


0.63 


95.16        none 
—  5.3 


55.2 


NYSE 


0.72 


77.75       none 
—  6.7 


26.0 


O-T-C 


0.65 


80.50 


none 
5.5 


98.2 


NYSE 


0.75 
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NA— Not  available. 
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Plaited  Gold  Wire  Basket  of  Lilies  of  the  Valley  of  Oriental  Pearls  with  Carved  Nephrite  Leaves.  At  right  is 
Siberian  Nephrite  Watering  Can  with  Red  Enamelled,  Engraved  Gold  Handle  and  Spout  with  Diamond  Mounts. 
By  Carl  Faberge,  Jeweler  to  the  Czars  of  All  the    Russias.   From   the   Forbes  Magazine  Collection  of  Faberge 


Carl  Faberge  knew  his  business. 

Forbes  Magazine  knows  its  business. 

Which  is  your  business. 

Today  over  half-a-million 
executives  subscribe  to  Forbes. 


An  additional  million  read 
every  issue. 

Circulation  and  advertising 
revenues  are  at  an  all-time  high. 

And  still  growing. 


Forbes  Magazine  readers  don't  just 
own  American  business. 

They  run  it. 

Forbes:  capitalist  tool 


The  odds  were  against  it 

We've  heard  it  before.  We'll  hear  it  again. 
That's  what  they  always  say  about  freak  accidents 
that  swallow  American  Corporations:  "The  odds 
were  against  it."  And  they're  usually  right. 

But  being  right  doesn't  pay  for  the 
catastrophe. 

That's  what  CNA  excess  coverages 
are  for— property  and  casualty 
protection  that  starts  where  primary 
coverages  stop.  High  limit  protection 
against  the  monster  that  can  finish  you. 

CNA  is  uniquely  willing  to  write  such  coverage. 
Because  we're  good  at  it. 

We've  been  in  this  business  a  long  time. 
We  can  recognize  an  unusual  risk.  Analyze 
it.  And  rate  it.  All  with  remarkable  skill. 

We've  had  experience  writing  both 
business  umbrella  policies,  and  huge 
excess  manuscript  policies  unique  to  a  specific 
corporation's  needs. 


a* 


CNfr  insurance  service 

OEPT    16WZ-310  NAVE   •  CHICAGO.  ILL  fi06(H  •  CONTINENTAL  CASUALTY  CO 

AMERICAN  CASUAL  l  IONAL   FIRE   INSURANCE   COMPANY  OF   MARTFORO 

TRANSCONTINENTAL  NY     .     TRANSPORTATION   INSURANCE   COMPANV 

VALLEY  FORGE   INSUi  LR    POROI     UFI     INSURANCE  CO    •  CNA 

investor  services  in  *CNA FINHNCIIU.  CORPORATION 


We're  large  enough  to  handle  almost  any  need.  Anytime. 

But  it  takes  more  than  brains  and  money  to  write 
excess  coverage.  It  takes  nerve.  And  CNA  has  it. 

You  can  see  it  in  all  our  insurance  systems. 
It's  just  more  obvious  in  excess  coverage. 

Most  of  our  systems  are  designed  to  lower 

your  cost  of  doing  business. 

Excess  coverage  is  designed 

to  keep  you  in  business. 

Against  all  the  odds. 

Contact  your  agent. 
Or  write  to  us. 


RA  TINGS 
PERFORMANCE 


In  In 

UP  DOWN 

Markets    Markets 


Forbes  ^^^ 
Fund  Ratings 

1969 


DOLLAR  RESULTS 


Annual 

Assets 

Expenses 

Latest 

Dividend 

in 

Sales 

(Cents  per 

1962-59    22  Months 

Return 

Millions 

Charge 

$100) 

Type  of  Fund 


~ 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


NEW  FUNDS'" 


$100  ENDED  AS 

$98.12  3.1% 

$95.35  2.5% 

$95.34  3.8% 


stock 
stock 
stock 
stock 
stock 


Afuture  Fund  (started  3/68)     —  $103.08 

All  American  Fund  (started  2/64)  —  86.03 

Alpha  Fund  (started  5/68)     —  103.10 

AMCAP  Fund  (started  4/67)        —  96.36 

American  Diversified  Investors  Fund  (started  12/64)  —  97.38 

American  Express  Special  Fund  (started  4/69)  — 

American  Investment  Counseling  Fund  (started  7/65)  —  92.09 

Anchor  Capital  Fund  (started  5/68)   1  90.71 

Astrcn  Fund  (started  6/68)                  —  112.86 

Balanced  Income  Fund  (started  3/64)     —  100.77 

Berger-Kent  Special  Fund  (started  4/69)  — 

Blair  Fund  (started  5/67)                                        .  —  100.55 

Boston  Mutual  Equity  Growth  Fund  (started  1/69)    .  —  — 

Capital  Income  Fund  (started  2/65)     —  96.75 

C  G  Fund  (started  2/68)         —  96.90 

Chandler  Fund  (started  1/67)           83.72 

Chase  Frontier  Fund  (started  3/58)      —  100.69 

Colonial  Equities  Fund  (started  11/66)  —  84.51 

Colonial  Ventures  (started  2/69)         — 

Columbia  Growth  Fund  (started  6/67)   —  110.11 

Competitive  Capital  Fund  (started  3/68)   87.85 

Comstock  Fund  (started  10/68)                —  — 

Consultants  Mutual  Fund  (started  6/63)               ...  —  96.09 

Country  Capital  Investment  Fund  (started  4/66)    .  109.00 
Diversified  Fund  of  State  Bond  &  Mortgage  Co. 

Eberstadt  Fund  (started  9/66)   . . , .' —  97.09 

Egret  Growth  Fund 

(formerly  Employers  Group  Fund — started  9/64)  —  94.72 

Emerging  Securities  (started  11/68)                         .  —  — 

Equity  Growth  Fund  of  America  (started  8/66)         .  —  103.74 

Everest  Fund  (started  5/66)       86.82 

Explorer  Fund  (started  12/67)   —  88.05 

Farm  Bureau  Mutual  Fund  (started  6/65)  —  90.24 

Financial  Dynamics  Fund  (started  9/67)   —  96.93 

Financial  Venture  Fund  (started  3/69)     —  — 

First  Fund  of  Virginia  (started  (1/67) 90.27 

First  Investors  Fund  for  Growth  (started  4/66) —  96.72 

First  Multifund  of  America  (started  10/67)  —  88.32 

First  Participating  Fund 

Life  Growth  Stock  Series— started  8/64)   —  106.82 

Fletcher  Capital  Fund  (started  3/68)  —  88.36 

Fletcher  Fund  (started  11/66)       —  79.68 

Franklin  Custodian  Fund-Dynatech  Series 

(started  1/68)  —  .  90.12 

Freedom  Fund  (started  5/68)  —  105.04 

Fundex  (started  12/67)  —  86.88 

Gibraltar  Growth  Fund  (started  1/68)  —  106.64 

Hamilton  Growth  Fund  (started  12/68)   —  — 

John  Hancock  Growth  Fund  (started  2/69)   —  — 

John  Hancock  Signature  Fund  (started  2/69)  —  — 

='Funds  which  started  business  after  June  30,   1962  with  assets  of  at  least  $2  million. 
jFund  no  longer  selling  shares;  existing  shares  sold  O-T-C.       NA — Not   available. 
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62.2 

2.4 


none 

8.50% 

8.50 

8.50 

8.50 


51  50 
0.66 
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stock 
stock 
stock 
stock 

- 


stock 


1.2 

1.3 

none 

4.3 


83.8 
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none 
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31.4 
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2.5 
2.3 

19.7 
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none 
8.75 
8.50 
8.75 


t 
8.50 
8.50 
8.75 
7.50 


NA 
1.00 
0.54 
1.00 
0.60 


NA 
1.50 

NA 
1.18 
0.97 


stock 
stock 
stock 
stock 
stock 


0.4 
0.8 
0.8 

0.4 


2.7 

44.9 

134.2 

26.3 

4.2 


8.75 
4.25 
8.50 
8.50 
none 


0.50 
0.57 
0.74 
1.00 
0.70 


stock 
stock 
stock 
stock 
stock 


stock 
stock 

stock 
stock 


0.7 

3.0 
0.4 


103.9 

170.7 

14.9 

18.9 


2.0 
1.9 
0.6 


27.6 

27.7 
12.1 
57.4 


8.75 
8.50 
none 
7.50 


8.50 

8.00 
8.50 
0.75 


0.87 

NA 

0.80 

1.05 


(started  6/64)                                    ■ 

—           103.01 

2.7 

2.3 

8.00 

1.00 

stock 

Dodge  &  Cox  Stock  Fund  (started  4/65)     

98.30 

—  101.90 

—  89.98 

1.9 

0.3 
0.7 

6.1 

4.3 

30.2 

58.4 

none 
none 
8.50 
8.50 

0.69 

stock 
stock 
stock 

Drexel  Investment  Fund  (started  12/68)       

Eaton  &  Howard  Growth  Fund  (started  4/68) 

Eaton  &  Howard  Special  Fund  (started  4/68)  

NA 
0.56 
0.54 

0.75 

0.70 

NA 

0.90 


stock 
stock 
stock 
stock 
stock 


3.9 
2.0 
2.0 
1.2 


52.3 
47.6 
9.2 
74.5 
43.1 


7.50 
6.00 
none 
8.50 
8.50 


0.70 
0.74 
0.76 
0.41 
NA 


stock 
stock 
stock 
stock 


1.1 

0.3 
none 

0.8 


12.0 
29.0 
15.8 

3.4 


8.50 
8.75 
1.50 

8.50 


1.00 
1.00 
0.50 

0.60 


stock 
stock 
stock 

stock 


2.0 
0.4 

none 
4.4 


132.7 
56.5 

18.8 
24.1 


t 
t 

8.75 

8.50 


0.97 
0.98 

0.80 
0.68 


stock 
stock 
stock 
stock 
stock 


none 
none 


5.3 

77.1 

17.6 

9.1 

4.9 


t 
none 
8.50 
8.00 
8.00 


1.00 

2.46 

1.00 

NA 

NA 
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PERFORMANCE 
RA  TINGS 


In  In 

UP  DOWN 

Markets    Markets 


Forbes     ■   llli 
Fund  Ratings 

1969 


DOLLAR  RESULTS 


Latest 
1962-69  12  Months 


Dividend 
Return 


Assets 

in 
Millions 


Sales 
Charge 


Annual 
Expenses 
(Cents  per 

$100) 


Type  of  Fund 


$100  ENDED  AS 


Standard  &  Poor's  500  S'ock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


$98.12 

$95.35 

95.34 


3.9o/o 
2.5% 
3.8o/0 


NEW  FUNDS* 

Hartwell  &  Campbell  Fund  (started  1/67)  —  $88.99 

Hedge  Fund  of  America  (started  2/63)  —  89.77 

Herold  Fund  (started  3/68)  —  106.54 

Hubshman  Fund  (started  11/66)  —  75.09 

IDS  New  Dimensions  Fund  (started  8/68)  —  — 

IDS  Progressive  Fund  (started  1/69)   —  — 

Imperial  Growth  Fund  (started  4/63)  —  89.40 

Independence  Fund  (started  1/66)  —  89.65 

Index  Fund  of  Boston  (started  7/67)  —  93.39 

Industries  Trend  Fund  (started  2/65)  —  94.25 

Investment  Guidance  Fund  (started  6/68)  —  96.62 

Investment  Indicators  Fund  (started  7/67)  —  110.04 

ISI  Growth  Fund  (started  3/68)   —  104.66 

ISI  Income  Fund  (started  9/68)  —  — 

Knowledge  Communications  Fund  (started  12/66) . .  —  100.21 

Manhattan  Fund  (started  2/66)   —  83.61 

Market  Growth  Fund  (started  2/66)  —  94.06 

Mates  Investment  Fund  (started  7/67)  —  84.48 

Mathers  Fund  (started  8/65)   —  111.41 

Meridian  Fund  (started  2/63)  —  98.68 

Moodys  Fund  (started  6/67)  —  102.52 

W.  L  Morgan  Growth  Fund  (started  12/68)  —  — 

Mutual  of  Omaha  Growth  Fund  (started  5/69) —  — 

Mutual  of  Omaha  Income  Fund  (started  5/69)  ....  —  — 

Naess  &  Thomas  Special  Fund  (started  1/68) —  88.20 

NEA  Mutual  Fund  (started  12/64)  —  93.09 

Nel  Growth  Fund  (started  12/68)  —  — 

Neuwirth  Fund  (started  2/67)  —  98.02 

New  Era  Fund  (started  5/69)  —  — 

New  World  Fund  (started  2/63) —  100.31 

New  York  Venture  Fund  (started  2/69)  —  — 

Oceanographic  Fund  (started  5/68)    —  87.42 

Ocean  Technology  Fund  (started  7/68)  —  — 

Omega  Fund  (started  4/68) —  91.60 

O'Neil  Fund  (started  9/66)  —  74.61 

One  Hundred  Fund  (started  11/66)  —  99.15 

One  Hundred  &  One  Fund  (started  12/66)  —  96.64 

Pennsylvania  Mutual  Fund  (started  6/67)  —  103.95 

Pension  Equity  Fund  (started  3/68)  —  108.17 

Pilgrim  Fund  (started  8/64)   —  91.74 

Pilot  Fund  (started  9/67)   —  99.34 

Polaris  Fund  (started  8/68 

Successor  to  Keystone  International  Fund)  —  — 

PRO  Fund  (started  9/67)   —  100.78 

Putnam  Equities  (started  9/67)  86.08 

Putnam  Vista  (started  6/68)     ... 
Putnam  Voyager  (started  4/69) 
L.  M.  Rosenthal  (started  12/68) 

Schuster  Fund  (started  9/67) —  102.17 

Security  Equity  Fund  (started  9/62)  .  85.71 

Selected  Special  Shares  (started  1/68)  —  109.72 

Sherman  Dean  Fund  (started  2/68)  —  118.49 

Side  Fund  (started  7/68) 

Sigma  Capital  Shares  (started  10/67)  — 

Smith,  Barney  Equity  Fund  (started  8/68) 

'Funds  which  started  business  after  June  30,  1962  with  assets  of  at  least  $2  million. 
tFund  no  longer  selling  shares;  existing  shares  sold  O-T-C. 
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none 
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NA 
0.83 
0.80 
1.00 
0.66 


stock 
stock 
stock 
stock 
stock 


0.6 
0.3 
0.8 

1.0 


2.1 

13.2 
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9.6 
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none 
none 
8.50 
8.50 
8.50 


NA 

1.10 

NA 

NA 

1.05 


stock 
stock 
stock 
stock 
balanced 
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none 

none 

0.3 

4.2 
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none 
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none 
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0.59 
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stock 
stock 
stock 
stock 
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13.9 
6.9 
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2.00 
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none 
none 
8.50 
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NA 

1.00 
NA 

0.88 


stock 
stock 
stock 
stock 
stock 


none 
1.0 

1.0 
none 
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25.6 
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NA 
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1.15 


stock 
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none 

none 

0.6 


55.0 
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24.8 
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8.50 
8.50 
none 
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8.50 


0.38 
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5.99 
NA 
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stock 

stock 
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none 
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ttEntrance  fee.   NA — Not  available. 
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Forbes9 
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DOLLAR  RESULTS 


In  In 

UP         DOWN 

Markets    Markets 


Annual 

Assets 

Expenses 

Latest     Dividend 

in 

Safes 

(Cents  per 

2962-69  12  Months     Return 

Millions 

Charge 

$100) 

Type  of  Fund 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


NEW  FUNDS' 


$100  ENDED  AS.  . 
$98.12  3.1% 

$95.35  2.5% 


stock 

stock 
stock 
stock 


Southwestern  Investors  Growth  Fund  (started  5/68) 
Supervised  Investors 

Growth  Fund  (started  4/66)  

Summit  Fund  (started  2/69)         

Syncro  Growth  Fund  (started  2/68)     

Technivest  Fund  (started  12/68) 

TMR  Appreciation  Fund  (started  7/69)  

Tower  Fund  (started  11/68)  

Transamerica  Capital  Fund  (started  7/68)  

Travelers  Equities  Fund  (started  5/68)         

Tudor  Hedge  Fund  (started  6/69) 

Unified  Mutual  Shares  (started  10/63)    

Union  Fund  (started  10/66)  

Vance  Sanders  Special  Fund  (started  11/68)  

Weingarten  Equity  Fund  (started  3/67 — 

formerly  Compufund)  < 

C'arence  M.  Whipple  Fund  (started  5/68) 


$95.35 

99.88 

102.77 


1.1% 

1.0 

0.7 


$4.1 

147.8 
27.9 
12.4 


7.50% 

8.75 
8.75 
8.50 


$1.00 

0.80 

NA 

0.60 


stock 
stock 
stock 
stock 
stock 


88.75 
92.27 


none 
2.3 
1.6 


69.8 
35.0 

9.3 
78.8 

9.0 


8.50 
8.50 
8.00 
8.50 


1.00 
1.00 
NA 
0.69 
0.95 


stock 
stock 
stock 
stock 
stock 

stock 


96.27 
95.87 


82.02 
108.88 


3.1 
1.6 


0.9 
none 


35.7 

10.4 

3.8 

28.2 

2.4 
2.0 


8.50 
8.50 
8.50 
8.50 

none 
1.50 


NA 
0.76 
0.80 

NA 

2.90 
1.00 


'Funds  which  started  business  after  June  30.   1962  with  assets  of  at  least  $2  million. 


NA — Not  available. 


THE   FUNDS    l/S,    THE    ODD-LOT   FAVORITES 

You  can  rate  individual  stocks  orf  the  same  basis  as  FORBES  rates  the  funds.  Below  are  com- 
parable figures  for  20  of  1968's  odd-lot  favorites,  the  stocks  the  so-called  little  fellow  bought. 


D  A  American  Telephone  &  Tel $104.57     $107.69  4.4% 

A  C  Chrysler  447.11         73.80  4.3 

A+  A  Control  Data       1,017.59       100.67         none 


A 
B 
C 

D 
B 
C 

Ford  Motor 

122.73 

90.00 
97.04 

90.43 

5.1 

General   Motors 

160.98 

5.5 

General  Telephone  &  Electronics 

184.27 

4.0 

D 

A+ 

A+ 

D 
D 
A 

Glen  A'den 

122.97 

71.65 
56.47 
95.48 

none 

Gulf  &  Western  Industries  

IBM 

457.48 
382.68 

1.3 
0.9 

A 

A+ 

A  + 

D 
C 
D 

Littcn   Industries                             

240.32 

62.10 
60.61 
76.55 

none 

415.92 

1.2 

Occ  dental  Petroleum                  

993.84 

1.9 

C 
C 

c 

D 
D 

A 

Pan  American  World  Airways   

Radio  Corp.  of  America                

441.89 
1     334.26 

82.02 

88.27 

108.52 

2.2 

2.4 

Sperry  Rand                    

390.09 

0.8 

D 
B 

A+ 
0 

Standard  Oil  (N.J.)    

155.25 

114.15 
58.43 
59.35 

4.8 

none 

Texas  Gulf  Sulphur 

608.95 

1.8 

D 
D 

D 
C 

Union  Carbide                          

90.52 

97.01 
104.38 

4.9 

U.S.  Steel                               

94.33 

5.8 

'Information  prior  to  1964  not  available;  not  ranked. 
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Performance  Funds:  Under  a  Cloud 

Everyone  agrees  that  money  managers  should  "perform."  But  this  year's  bear 
market  has  made  people  a  bit  more  critical  about  how  they  define  performance. 


Fred  Carr's  highly  publicized  Enter- 
prise Fund  is  a  "performance"  fund. 
That  means  it  is  supposed  to  outper- 
form the  market.  In  1967  it  was  up 
117%.  In  1968  it  was  up  44%.  But  to 
anyone  who  bought  1,000  shares  of 
Enterprise  Fund  seven  months  ago, 
that  may  seem  irrelevant.  Since  Jan. 
1,  the  net  asset  value  of  Enterprise 
Fund  has  plunged  27%.  That  means  a 
$12,965  investment  (including  the 
8.5%  sales  charge)  is  now  worth  onlv 
$8,724. 

Up,   Up   and  Down 

Enterprise  isn't  unusual.  Since  the 
beginning  of  1969  most  of  the  so- 
called  performance  funds  have  suf- 
fered sharp  setbacks.  According  to 
figures  published  by  Arthur  Lipper 
Corp.,  Putnam  Equities,  up  38%  in 
1968,  is  down  36%;  the  O'Neil  Fund, 
up  115%  in  1967,  is  down  36%;  Gerry 
Tsai's  TMR  Appreciation   Fund,   up 


12.8%  in  1968  (the  year  it  was 
launched),  is  down  34%.  Is  this  per- 
formance? The  Performers  argue  that 
it  is  the  inevitable  price  you  must  pay 
to  get  performance. 

Richard  A.  Cantor,  who  quit  his 
job  managing  $4  billion  of  invest- 
ment advisory  accounts  at  Chase  Man- 
hattan Bank  last  year  to  launch  his 
own  performance-oriented  money- 
management  firm,  says:  "If  you  write 
a  story  saying  that  the  performance 
funds  have  had  it,  you  will  have  egg 
on  your  face.  In  the  next  bull  mar- 
ket, these  are  the  very  people  who 
will  be  outperforming  the  market 
again." 

But  there  are  others  who  are  more 
skeptical  about  the  spectacular  per- 
formance records  of  the  past  two 
years.  One  is  Howard  Stein,  42-years- 
old  president  of  the  $2.3-billion  assets 
Dreyfus  Fund,  the  second-largest 
(after  Investors  Mutual)   in  the  U.S. 


"In  the  last  two  years,"  says  Stein, 
"the  preponderance  of  performance 
has  been  on  a  manufactured  basis 
rather  than  on  a  sound  value  basis." 

Manufactured?  What  Stein  means 
is  this:  Hard  work,  intelligence  and 
experience  can  produce  better  results 
than  can  the  stock-market  averages 
over  an  extended  period  of  time — say 
five  years.  But  it  can't  work  miracles. 
Miracles  have  to  be  manufactured. 
One  of  the  most  common  gimmicks 
is  to  pour  money  into  buying  into 
small  companies.  If  the  capitalization 
is  small  enough,  this  increases  the 
price  of  the  stock.  This  in  turn  lifts 
the  fund's  performance  record.  And 
that,  of  course,  makes  it  easier  to  sell 
more  shares  in  the  fund.  New  money 
flows  in  which  is  used  to  buy  into 
other  thinly  capitalized  companies. 
And  so  forth. 

Probably  the  favorite  gimmick  last 
year  was  the  use  of  unregistered  se- 
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How  Much  Risk?  FORBES  rafes  mutual  fund  perform- 
ance in  down  markets  (red),  not  just  up  markets  (black). 
The  result  shows  the  risks  a  mutual  fund  took  to  get  its 


gains  in  good  markets.  Most  of  the  hot-shot  "perform- 
ance" funds  (see  story  above)  get  an  "A"  in  up  markets. 
But  almost  all  earn  a  "D"  in  down  markets.  That's  risk. 
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What  we  make  today 
makes  tomorrow  possible 


Inner  space.  The  world  beneath  the  depths  of  the 
sea.  Here  lies  an  almost  unimaginable  wealth  of 
minerals,  food,  even  living  space.  The  last,  mysteri- 
ous frontier  for  men  rapidly  consuming  the  re- 
sources of  the  land.  To  aid  in  the  exploration  and 
development  of  the  oceans,  Engelhard  Minerals  & 


Chemicals  is  continually  adding  to  its  nearly  3,000 
products  of  the  gold,  silver  and  platinum  family 
. . .  and  various  ferrous  and  non-ferrous  ores,  metals 
and  minerals.  All  available  in  forms  that  make  to- 
day profitable,  tomorrow  possible.  Keeping  ahead 
of  your  business  is  our  business. 


MINERALS  A  CHEMICALS  CORPORATION 

113  Astor  Street.  Newark,  New  Jersey  07114 


Gold 
paste  coatings 
on  micro-miniature 
circuitry  help  obtain 
peak  performance  of 
tmmunications  and 
:tronic  equipment  in 
/spheres,  submarines. 

•graphic  acoustic 
entation,  hydrogen 
s  for  man 
iibles,  sonar 
s  and  switches. 


Oceanographic  tem- 
perature measure- 
ment systems  assure 
fast  response  at  great 
depths. 

Turbine  nozzles,  tem- 
perature measure- 
ment systems  for 

research  craft,  work- 
boats,  auxiliary 
power  units. 


Calcined  aluminum 
silicate  eliminates 
cause  of  failure  in 
finished  high  voltage 
undersea  cable  in- 
sulation. 

Corrosion  control, 
anti-fouling  systems 

for  ocean  craft  equip- 
ment such  as 
condensers,  heat 
exchangers,  piping. 


High  purity  metals  for 

vacuum  metallurgy. 

Kaolin  extenders  and 
colloidal  attapulgite 
thixotropic  agents 

improve  water-tight, 
air-tight  sealant  and 
caulking  compounds. 


Deoxo 
atmosphere 
purifiers  control  oxy- 
gen levels  and  other 
impurities  in  deep  sea 
breathing  atmospheres. 

Precious  metal  contacts 

meet  all  needs  for  high 
electrical  conductivity,  corro- 
sion resistance  in  submarine 
appliances,  switching 
equipment. 

Attapulgite  drilling  clays 

form  stable  suspensions  for 

drilling  oil  wells  at  the 

ocean  bottom. 


Combustion  heads  for 

high  and  low  pressure 

boilers  in  research 

craft,  work  boats. 

•\\         Ores  of  tantalum, 
columbium, 
beryllium,  and  rare 
earths  for  use  in 
•  •  •        sonaand  other 
oceanographic  elec- 
tronic devices. 

Silver  brazing  alloys 

assure  high  sheer  strength, 

reliability  in  structural 

joints  of  deep  sea  craft. 

Copper,  zinc,  nickel 
and  monasite  for  sea  vessel 
and  platform  construction 
and  equipment  uses. 


Titanium  and  metal 
alloys  for  use 
in  deep  submergence 
research  vessels 
and  similar 
craft. 


Reynolds  is 

realism 
in  research 


We  don't  measure  Research  by 
the  number  of  specialists  we  have. 

Or  their  umpteen  years  in  the 
business. 

Or  the  thousands  of  miles  they 
travel  to  collar  "X"  number  of  cor- 
porate presidents. 

Or  the  millions  of  words  they 
may  turn  out  in  printed  reports. 

As  far  as  we're  concerned,  the 
only  meaningful  measure  of  our 
Research  Department  efforts  is  the 
plus-or-minus  contribution  they 
make  to  the  investment  success  of 
our  customers! 

Nobody  in  our  business  could 
possibly  document  that  kind  of 
performance  on  any  dollar-and- 
cents  basis  per  customer,  of  course. 

So  we  won't  even  try.  But  we  do 
have  these  suggestions: 

Ask  any  Reynolds  customer 
what  he  thinks  of  Reynolds  Re- 
search. 

Or  come  in  and  ask  any 
Reynolds  Account  Executive 
how  current  ideas  from  our  Re- 
search Department  might  im- 
prove your  portfolio. 

Then,  judge  for  yourself  what 
we  mean  when  we  talk  about 
"Realism  in  Research." 


Reynolds  &  Co. 

MEMBERS  NEW  YORK  STOCK  EXCHANCE 
AND  OTHER  LEADING  EXCHANCES 

120  BROADWAY.  NEW  YORK.  N.  Y.  10005 
OFFICES  COAST  TO  COAST 


cunties  or  "letter  stock."  Letter  stock 
is  just  like  common  stock  except 
that  it  is  not  publicly  traded.  Com- 
panies, usually  small  ones,  offer  letter 
stock  to  mutual  funds  at  perhaps  30% 
oft  the  market  price  of  its  publicly 
traded  stock.  The  advantages  to  the 
company  are  that  it  doesn't  have  to 
take  the  trouble  to  register  it  with  the 
SEC.  Funds  like  it  because  they  can 
mark  up  the  value  of  the  letter  stock 
to  the  market  price  of  the  rest  of  the 
common — creating  "instant  perform- 
ance." And  because  by  keeping  the 
stock  off  the  market,  the  float — tlv.it 
is,  the  amount  of  stock  in  public  hands 
— is  reduced  and  the  resulting  thin 
market  makes  manufactured  perform- 
ance easier  in  a  bull  market.  "The 
growth  funds  got  their  big  gains  last 
year  almost  entirely  from  letter 
stock,"  says  Fred  Alger.  Alger  runs 
Security  Equity  Fund  and  Security 
Investment  Fund,  which  do  not  invest 
in  letter  stock — and  a  number  of 
private  hedge  funds,  which  do.  But 
the  risk  with  letter  stock  is  that  no 
one  may  be  willing  to  buy  it  at  its 
book  price.  "It  is  like  investing  in 
rare  stamps  or  paintings,"  says  Alger. 

How  widespread  is  the  practice? 
A  number  of  funds  refused  to  tell 
Forbes  whether  they  used  letter 
stock.  Among  those  were  the  Fidelity 
funds,  a  speculative-minded  group; 
the  Keystone  Funds  and  two  of  the 
Investors  Diversified  Services  group, 
Investors  Stock  and  Investors  Vari- 
able Payment. 

There  are  other  techniques,  too. 
With  their  fat  brokerage  business, 
funds  have  the  influence  to  get  in  on 
new  issues.  In  the  1968  market  many 
new  issues  doubled  or  even  tripled 
within  a  day  or  so  of  their  offering. 
Another  is  "parking."  A  takeover  art- 
ist discreetly  tips  a  fund  that  he  is 
about  to  make  a  tender  offer  for  a 
company.  The  fund  accumulates  some 


shares.  The  tender  offer  is  announced 
and  the  price  jumps  up.  The  fund 
sells  out  to  the  takeover  artist. 

It  wasn't  always  this  way.  It  was 
only  a  few  years  ago  that  "perform- 
ance" was  something  actors  did,  not, 
money  managers.  A  1962  WhartOfi 
School  study  concluded  that  the  typi- 
cal mutual  fund  was  doing  no  better 
than  the  Dow-Jones  industrial  aver- 
age. Funds  were  not  intended  to, 
.conservative  fundmen  replied  heat- 
edly. The  purpose  of  a  mutual  fund 
was  to  provide  diversification  and 
safety.  It  was  intended  to  grow  at  the 
pace  of  the  economy,  not  to  take 
risks  trying  to  outperform  the  stock 
market  averages. 

Others  saw  it  differently.  A  few 
funds  like  Dreyfus  and  Fidelity  had 
begun  to  successfully  outperform  the 
averages — and  had  reaped  huge 
amounts  of  new  public  money  as  their 
reward.  One  of  Fidelity's  top  fund 
managers  was  Gerald  Tsai  Jr.  Under 
Tsai,  Fidelity  Capital  gained  460% 
from  its  inception  in  1958  through 
1966.  In  1965  Tsai  quit  and  launched 
his  own  Manhattan  Fund  in  early 
1966.  He  hoped  to  sell  about  $25  mil- 
lion. Instead  $270  million  poured  in. 
In  the  end  Tsai  sold  out  to  CNA 
Financial  Corp.  for  $32  million  of 
CNA  stock  and  the  mouths  of  other 
"performers"  began   to   water. 

This  kind  of  success  inspired  a 
rush  of  new  funds.  In  1966  there 
were  onlv  418  oners-end  mutual 
funds.  In  1967  and  1968  235  new 
open-end  funds  were  registered,  most 
performance-oriented.  It  was  lucky 
timing.  In  1967  the  S&P's  500  rose 
20%,  its  best  advance  since  1961.  The 
average  mutual  fund  rose  32%  and  76, 
according  to  Arthur  Lipper  Corp., 
gained  more  than  40%. 

But  the  numerous  fancy  gains 
raised  a  disturbing  question.  In  1967 
Forbes  put  it  to  John  Hartwell,  one 


Out-Performers?  Or  Under-Performers? 

The   five    hottest   funds 

of    1967 

are 

among 

the   worst   per- 

formers  of  1969.  How 

many  pec 

>ple 

bought 

these  funds  last 

year  figuring  they  cou 

Id  repeat 

thei 

r   1967 

record   in    1969? 

Fund 

1967 
Gain 

1967 
Rank 

1S69 
Dec  ine5 

1969 
Rankt 

Enterprise  Fund 

H/% 

(1) 

-27o/o 

(332) 

0'Neil  Fund 

116 

(2) 

—36 

(374) 

Value  Line  Special  Situations 

106 

(3) 

—34 

(371) 

Fletcher  Fund 

103 

(4) 

—32 

(360) 

Winfield  Growth  Fund 

100 

(5) 

—30 

(352) 

S&P's  500  Average 

200/o 

-11% 

Source:  Arthur  Lipper  Corp.      "Through  July  31.      tOul  of  378 

unds  rated. 
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What's 
Marley  doing 
in  hot  water? 


C 


•  • 


When  you  use  water  to  cool  anything 

in  a  processing  plant  or  a  power  plant  or  an 

industrial  plant,  it's  going  to  get  hot. 

And  when  it  gets  hot  you're  going  to  have  to 
do  something  with  it. 

You've  really  got  only  two  alternatives:  dump  it 
or  cool  it  and  use  it  again. 

We'd  like  you  to  think  about  using  it  again. 

We're  the  world's  largest  maker  of  water  cooling 
towers.  When  you  use  our  cooling  towers, 
you  not  only  get  your  hot  water  cooled,  but 
you  reuse  it  and  conserve  it  for  this 
thirsty  world. 

And  you  also  keep  it  from  heating  up  our  lakes 
and  rivers  and  streams. 

So  you  might  say  we're  in  hot  water  to  keep 
you  out  of  it. 

Nobody  takes  the  heat  off  like 

MARLEY 


ling  it. 


The  Marley  Co.,  Executive  Offices,  202  W.  Gregory,  Kansas  City.  Mo.   816/361-2222.  Offices,  plants  and  affiliates  throughout  the  world. 
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ADVERTISEMENT 


FREE  - 

TO  FORBES' 
READERS . . , 


Send  us  your  name  and  address  and  we'll  send  you 
a  free  copy  of  the  current  issue  of  Better  Investing, 
the  Magazine  that's  zoomed  to  a  circulation  of  more 
than  165,000,  and  serves  as  the  official  monthly 
publication  of  the  National  Association  of  Invest- 
ment Clubs. 

Actually,  whether  or  not  you're  interested  in 
investment  clubs,  we  are  confident  you'll  find 
Better  Investing  most  interesting,  and  refreshingly 
different.  And  we're  making  our  special  free  get- 
acquainted  offer  to  you  because  we'd  like  to  have 
you  as  a  regular  subscriber. 

Bl,  you  should  know,  doesn't  tout  "get  rich 
quick"  stocks.  Instead,  in  keeping  with  NAIC 
principles,  it  recommends  stocks  for  study,  and 
advocates  a  regular  investment  policy  for  even 
small  investors,  in  the  belief  that  sound  profits, 
and  even  relative  wealth  can  be  achieved — over 
the  long  term — through  NAIC  study  methods. 

Each  issue  contains  a  number  of  stocks  sug- 
gested for  study,  and  every  third  issue  contains  a 
suggested  model  portfolio  to  start  on  now  for 
growth  over  the  next  five  years. 

Editorial  matter  is  to  the  point.  Easy  to  read. 
And  many  copies  now  go  to  professional  investors 
and  brokers,  as  well  as  club  members. 

As  a  special  inducement  to  subscribe  for  a  full 
year  (rather  than  just  sending  for  that  free  single 
copy)  we'll  send  along  a  list  of  all  stocks  suggested 
for  study  by  Bl  over  the  past  17  years  on  receipt  of 
your  $3.00.  But  the  choice  is  still  yours. 
Act  now.  This  offer  good  only  30  days  after  date  of 
issue. 


To    "Better    Investing"    Magazine  F 

1300  Washington  Blvd.   Building 
Detroit,   Michigan  48226 

D  $2.00  is  enclosed  for  a  six  months  trial  sub- 
scription to  Better  Investing  Magazine.  I  tm 
also  to  receive  a  list  of  all  stocks  suggested 
for  study  in  Bl  over  the  past  17  years. 

□  $3.00  is  enclosed  for  a  12  month  subscription 
to  Better  Investing  Magazine.  I  will  also  re- 
ceive  a  list  of  all  the  stocks  suggested  for 
study  in  Bl  over  the  past  17  years. 

□  Please  send  me  a  tree  copy. 

Name 


Address_ 
City 


State_ 


.Zip. 


of  the  best  and,  at  53,  one  of  the 
most  experienced  money  managers: 
What  would  happen  if  Wall  Street 
became  too  performance-oriented?  "I 
worry  about  that,"  replied  Hartwell. 
"There  just  isn't  enough  room  in  what 
we  are  doing  for  everybody  to  be 
in  it." 

Hart  well's  worries  were  justified. 
The  performance  manager  of  the  mid- 
Sixties  had  focused  on  big  glamour 
companies  with  higher-than-average 
earnings  growth.  The  1965  year-end 
portfolio  of  Channing  Growth  (up 
43%)  was  typical.  Nineteen  percent 
of  its  assets  were  in  airlines,  a  total 
of  12%  were  in  Magnavox,  IBM, 
Xerox  and  Polaroid. 

Compare  the  Channing  portfolio 
with  the  1967  year-end  holdings  of 
Value  Line  Special  Situations  (up 
106%).  Roughly  20%  of  its  holdings 
were  in  Seaboard  World  Airlines, 
Homestake  Mining,  and  University 
Computing.  Another  hot  fund  in  1967 
was  Winfield  Growth  Fund  (up 
100%).  Its  six  biggest  mid-1967  hold- 
ings were  Rayette-Faberge,  Alloys 
Unlimited,  Teledyne,  Liquidonics, 
Monogram  Industries  and  Unexcelled. 

It  is  clear  what  happened.  There 
were  not  enough  IBMs  and  Xeroxes 
to  go  around.  They  were  bid  up  to 
prices  where  they  could  no  longer 
perform  spectacularly.  To  get  per- 
formance, the  funds  had  to  turn  to 
smaller  companies,  but  they  had  to 
be  companies  showing  earnings 
growth.  The  quality  of  the  earnings 
wasn't  important.  Or  the  assets. 
Gradually,  artificial  earnings  became 
acceptable.  Computer-leasing  com- 
panies, with  their  highly  imaginative 
— to  say  the  least — depreciation  prac- 
tices, conglomerates  with  their  con- 
vertible securities  and  pooling-of-in- 
terests accounting,  franchises  with 
their  instant  income  from  sale  of  fran- 
chises, were  able  to  lift  their  earnings 
by  50%  or  more  a  year.  IBM  and  Xerox 
couldn't  match  that  pace.  Neither,  in 
the  real  world,  could  most  of  the  hot 
little  companies.  Not  for  long,  any- 
how. 

The  School  of  Hard  Knocks 

Today,  mutual  fund  shareholders 
are  paying  a  price  for  this  binge.  Ar- 
thur Lipper  Corp.'s  mutual  fund  in- 
dex is  down  17V  so  far  in  1969  com- 
pared with  an  117  decline  in  the  S&P 
500.  But  129  of  the  378  funds  rated 
by  Lipper  have  fallen  more  than  20% 
since  Jan.  1.  "If  there  is  a  question 
hi  uk  hanging  over  our  industry,  it  is 
whether  the  mutual  fund  shareholders 
wlio  put  their  money  into  aggressive 
funds  knew  the  risks  that  they  were 
assuming,"  says  John  C.  Bogle,  presi- 
dent of  Wellington  Management  Co., 
which   runs   si\  funds. 


A  SPECIAL 

INVESTMENT 

MANAGEMENT 

SERVICE 

Creative,  vital  management,  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios. 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  an 
agreed  fee  basis. 

You  are  invited  to  write 
fora  complete  description  of  our 
Investment  Management  Service. 
Address  Department  IM-F. 


LOEB,  RHOADES  &  CO. 

Members  New  York  Stock  Exchange 
and  other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 


■ 
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Unfortunately,  many  may  not  have 
known  the  risks.  When  a  fund  gets 
hot,  money  pours  in.  The  trouble  is, 
it  may  pour  in  too  late.  Take  Enter- 
prise Fund.  Can's  over-all  perform- 
ance record  is — or  was — impressive. 
As  the  Forbes  mutual  fund  survey 
shows  (see  page  63)  $100  invested  on 
Jan.     1.     1966    was    worth     8631.57 

i  as  of  June  30,  1969.  But  perhaps 
$250  million  of  Enterprise's  June  30 
assets  of  $849  million  have  come  into 
the  fund  since  June  30,  1968.  That 
money,  roughly  30?  of  Enterprise  as- 
sets, has  shown  a  paper  loss. 

Of  course  Enterprise  may  bounce 
back.  But  on  the  other  hand  investors 
may  sour  on  the  fund.  They  did  on 
Gerry  Tsai's  Manhattan  Fund.  When 

i  it  declined  6.6V  in  1968  it  was  ilooded 
with  $124  million  in  redemptions, 
about  25''  of  its  assets.  Says  Fred 
Stein,  chief  executive  of  Inter  Capital, 
a  money  management  firm.  "Unfortu- 
nately, main  people  are  attracted  to 
funds  by  their  short-run  performance. 
They  make  the  same  mistakes  that 
they  make  with  stocks,  buying  them 
when  the)  reach  their  high.  It  is  the 
same  error  that  the  odd-lottei  makes." 
Stein  argues  that  one-  or  two-year 
performance  records  are  meaningless. 
"Roger  Maris  hit  61  home  runs  in 
one  year.  Aside  from  that,  who  will 
remember  him?  Willie  Mays  is  the 
great  performer.  He  is  consistent  Vou 
need  at  least  a  five-year  period  to 
judge  a   fund   manager." 

Generation    Gap 

Fred  Stein  views  the  horde  of 
bright,  young  and  aggressive  money 
managers  skeptically.  "I  just  can't 
Imagine  that  suddenly  in  die  last 
two  years  that  man)  good  people 
bave  emerged.  This  is  where  the  pub- 
lic has  been  oversold." 

s  George  Gould,  42,  head  ol  in- 
vestment management  at  Donaldson, 
I  Lufkin  &  Jenrette:  "Maybe  I'm  show- 
fog  in\  age,  but  I'd  prefer  to  trust  my 
money  to  someone  who  has  been 
through  substantial  market  cycles — 
ideally  through  1962  and  1966.  I'd 
be  scared  stilt  to  trust  anyone  who 
started  in  business  last  year." 

"It  is  what  you  do  in  a  bear  mar- 
ket that  counts,"  says  Stein.  "It  is  not 
too  hard  to  show  good  performance 
in  a  bull  market." 

Many  in  the  over-40  generation 
think  that  the  current  market  decline 
is  good.  Otherwise,  "you  would  have 
tulipomania0  in  the  investment  busi- 
ness," says  John  Bogle  of  Wellington 
Management.  "These  market  declines 
are  healthy.  They  get  stock  out  of 
weak  hands  into  strong  hands."  Paul 


'The  speculative  fever  that  gripped  17th-Centuty  Hol- 
land, when  tulip  bulbs  sold  at  fantastic  prices. 


has  acquired 

PACIFIC  CLAY  PRODUCTS 

ARMSTRONG  PAINT  &  VARNISH  WORKS 

ANAHEIM  UNION  WATER  COMPANY 

and  has  organized 

EURO  PACIFIC  HOLDINGS,  LIMITED 


Pacific  Holding  Corporation  Common  Stork  and  Preferred  Stock 
are  listed  on  the  American  Stock  Exchange  with  the  ticker  symbol  of  PHC. 


TELEPHONE 

Alive  and  Well  in  Today's  Market 

American  Telephone  &  Telegraph,  via  its  Bell  System,  has 
become  the  world's  largest  information  network.  On  a 
typical  day,  Bell  carries  more  than  six  million  messages: 
voice,  video,  written  and  drawn. 

Goodbody  &  Co.'s  August  Monthly  Letter  is  the  latest 
line  on  what  we  believe  AT&T  common  stock  offers  the 
investor. 

The  rapid  expansion  of  data  communications  is  beginning 
to  give  impetus  to  AT&T's  revenue  growth,  while  techno- 
logical progress  is  enabling  the  company  to  maintain  profit 
margins  despite  rising  costs.  The  Letter  discusses  the  new 
attitudes  that  appear  to  be  developing  among  the  regulatory 
authorities  and  the  probable  impact  of  pending  rate  increase 
applications  on  AT&T's  earnings. 

For  your  free  copy  of  our  latest  Monthly  Letter,  call  or 
write  the  Goodbody  office  nearest  you. 


© 


Successful  investors  know  Goodbody 
GOODBODY&  CO. 


EST  1891  55  BROAD  STREET,  NEW  YORK 

Members  New  York  Stock  Exchange  and  Leading  Stock  and  Commodity  Exchanges    •    Over  100  Offices  Throughout  the  Nation. 
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One  out  of 
every  24  subscribers 
to  Forbes  Magazine 
is  a  millionaire. 

Do  they  read  it 
because  they  are? 

Or  are they 
because  they  read  it? 


FORBES:  CAPITALIST  TOOL 


Cabot.  70.  chairman  of  State  Street 
Investment  Corp.  agrees:  "I  happen 
to  be  delighted  that  the  stock  mar- 
ket has  been  going  down  over  the 
past  few  months  because  it  is  teach- 
ing the  young  people  that  the  stock 
market  isn't  a  one-way  street." 

Says  Fred  Stein:  "When  this  market 
decline  is  over,  a  tremendous  number 
of  funds  will  have  been  badly  hurt. 
Many  of  these  fund  managers  are 
conditioned  to  think  that  when  the 
market  falls  it  will  go  right  back  up. 
This  time  it  will  be  different.  And 
many  of  the  guys  who  started  with 
the  idea  of  instant  riches  by  going 
public  will  be  disappointed." 

What  about  when  the  market  does 
recover?  Could  men  like  Fred  Cair 
of  Enterprise.  Henry  Neuwirth  ot 
N'euwirth  Fund  and  David  Meid  ot 
Winfield  Growth  adjust  their  styles  to 
the  less  speculative  market  that  will 
almost  certainly  emerge  from  the 
present  decline?  "I  doubt  it,"  says  the 
head  ot  one  huge  fund.  "Take 
Hartwell  &  Campbell.  It  zooms  up 
fast   and    it   zooms   down    fast.    I    can't 

envision  that  fund  owning  Anaconda, 
AT&T.  U.S.  Steel  or  Texaco.  These 
stocks  don't  move  fast.  But  they  may 
give  a  very  good  account  of  them- 
selves over  the  next  several  years.  Re- 
member the  tortoise  and  the  hare. 
Slow  and  steady  may  win  the  race 
for  the  next  year  or  so." 

Burning    Out 

Some  even  question  whether  all  the 
young  mouev  managers  have  the  mo- 
tivation to  keep  trying  to  outperform 
the  market.  Sav  s  Richard  Hoesel  Jr., 
chairman  ot  Competitive  Capital 
Fund:  "I  have  interviewed  a  lot  of 
portfolio  managers  and  I  have  come 
to  the  conclusion  that  some1  have  al- 
ready peaked  out.  \  young  fellow  ot 
28  may  make  a  couple  ot  million  dol- 
lars in  five  years.  Mis  whole  outlook 
on  lite  changes.  You  see  him  change 
his  investments.  Instead  of  being  an 
aggressive  accumulator  of  capital,  he 
becomes  a  conservator.  On  the 
other  hand,  you  see  a  guy  like  Mr. 
Price  at  T.R.  Price  [Forbes,  "The  Mon- 
ey Men,"  July  1,]  who  has  achieved 
consistency  over  many  years." 

It  is  wrong,  however,  to  make  a 
blanket  indictment  of  "performance." 
There  has  been  much  that  has  been 
good  in  it  too.  Too  much  money  man- 
agement in  the  past  consisted  simply 
of  sitting  on  assets.  Too  many  man- 
agers drew  too  much  money  for  put- 
ting their  customers  into  the  Dow- 
Jones  industrials. 

It  is  a  question  of  proportion.  It  is 
clear  that  in  the  last  two  years  per- 
formance has  gotten  out  of  hand.  The 
market  is  now  correcting  that.  ■ 


We  seek  growth  opportunities  for  companies. 


TPO  Incorporated 

61  Broadway 

New  York,  N.Y.  10006 

Members:  New  York  and 

American  Stock  Exchanges. 


R.  J.  REYNOLDS 
TOBACCO  COMPANY 

QUARTERLY  DIVIDEND 

A  quarterly  dividend  of  55$  per  share  has  been  de- 
clared on  the  Common  Stock  of  the  Company,  pay- 
able September  5,  1969  to  stockholders  of  record  at 
the  close  of  business  August  8,  1969. 

WILLIAM  R.  LYBROOK, 
Vice  President  and  Secretary 
Winston-Salem,  N.  C. 
July  17,  1969 

Sixty-nine  Consecutive  Years  of  Cash  Dividend  Payments 
R.J.  REYNOLDS  TOBACCO  COMPANY 

AND  SUBSIDIARIES 

TOBACCO  PRODUCTS  •  FOOD  PRODUCTS  •  FRUIT  JUICE  BEVERAGES 

INDUSTRIAL  CORN  PRODUCTS    ■   ALUMINUM  PRODUCTS    •    PACKAGING  MATERIALS 

SEA-LAND  CONTAINERIZED  SHIPPING 


HOW  TO  WRITE 
PUTS  AND  CALLS 

Guide  to  a  Sound   Investment  Practice 

by  LYLE  T.  ALVERSON 

$6.00 

EXPOSITION   PRESS,  JERICHO,  N.Y.  11753 

Order  from   publisher  or  from   Brentano's, 
Doubleday  or  other  stores. 


#1  National  Non-fiction  Bestseller 

H.  Allen  Smith  says  "Mark  Twain 
and  Henry  Mencken  would  have  loved" 

THE  PETER  PRINCIPLE 

Why  Things  Always  Go  Wrong 
Dr.  Laurence  J.  Peter  and  Raymond  Hull 

"*■  $4.95  ■nwBMOARotva» 
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Are  They  Compatible. 

Mutual  Funds,  that  sexy  young  girl,  is 
marrying  Life  Insurance,  a  staid  gentle- 
man. Will  the  marriage  be  a  happy  one? 


As  recently  as  a  decade  ago,  proper 
life  insurance  moguls  still  looked 
upon  mutual  funds  much  as  the  Back 
Bay  Brahmin  once  regarded  the  Irish 
charlady:  clearly  inferior  and  hardly 
worthy  of  notice.  But  today  the  char- 
lady's offspring  are  marrying  the 
Brahmin's  daughters  and  showing 
signs  of  taking  over  his  club. 

Right  and  left,  insurance  com- 
panies are  buying  mutual  fund  man- 
agement and  sales  organizations.  The 
ones  that  aren't  frequently  are  start- 
ing funds  of  their  own.  A  scant  dec- 
ade ago,  most  life  insurance  salesmen 
were  strictly  forbidden  to  deal  in 
mutual  fund  shares;  today  some 
50,000  of  them,  11%  of  the  total  in 
the  U.S.,  have  been  licensed  to  sell 
mutual  funds  by  the  National  Associa- 
tion of  Securities  Dealers. 

What  caused  the  change?  Simply 
the  facts  of  life.  The  insurance  indus- 
try finally  had  to  face  them.  Long  had 
it  proclaimed  that  it  was  selling  secu- 
rity, peace  of  mind;  that  the  mutual 
funds  were  selling  the  stock  market, 
speculation.  But  the  truth  was  that 
the  biggest  part  of  the  U.S.  life  in- 
surance dollar  was  really  a  form  of 
saving;  so  was  the  mutual  fund  dol- 
lar, as  the  mutual  fund  salesman 
tapped  a  wider  and  wider  market.  The 
two  were  competing  for  many  of  the 
same  dollars. 

In   the   competition,    life   insurance 


still  had  the  lead.  The  mutual  funds 
started  the  year  with  $52.7  billion  in 
assets,  the  life  insurance  industry  with 
•$189  billion.  But  the  gap  was  closing: 
A  decade  ago  the  score  was  $13.2 
billion  to  $108  billion.  Increasingly, 
the  public  was  buying  its  protection 
in  the  form  of  term  insurance  and  put- 
ting its  savings  dollars  into  mutual 
funds  and  other  equity  investments. 
With  inflation,  the  switch  made  sense. 

The  number  of  life  insurance  com- 
panies that  have  started  to  sell  mutual 
funds  or  variable  annuities — or  plan 
to — has  swelled  to  over  150,  accord- 
ing to  the  Institute  of  Life  Insurance. 
Before  long,  virtually  every  life  in- 
surance company  will  follow  suit,  if 
only  to  meet  the  competition. 

How  all  this  will  turn  out,  no  man 
yet  can  say.  Many  insurance  men  are 
frankly  worried.  They  are  only  be- 
ginning to  face  the  problems  involved. 
One  thing,  however,  is  clear:  The 
trend  is  almost  certain  to  increase 
the  demand  for  common  stocks. 

U.S.  life  companies  have  a  total  of 
450,000  licensed  insurance  salesmen. 
If  only  half  of  them  end  up  selling 
fund  shares  or  variable  annuities — 
and  in  the  long  run  the  percentage 
may  run  higher  than  that — that  means 
about  225,000  additional  salesmen 
pushing  equities.  Before  the  life  com- 
panies began  their  rush  into  funds, 
the   NASD   had   licensed   onlv   about 


QUICK  AND  EASY 

Many  insurance  companies  took  the  fastest  route  into  mutual  funds— acqui- 
sition. "We  felt  it  gave  us  a  two  year  head  start,"  says  CNA  Financial's 
Howard  C.  Reeder.  But  Connecticut  General's  Henry  R.  Roberts  preferred 
starting  from  scratch:  "We  wanted  funds  only  as  part  of  our  financial 
services;  we  didn't  want  to  be  in  the  fund  business  per  se."  Here  are  some 
of  the  bigger  acquisitions.  Interestingly,  in  two  cases,  Putnam  and  Anchor, 
the  mutual  fund  group's  assets  were  bigger  than  the  insurance  company's. 


Company 


American  General 

CNA  Financial 

Government  Employees  Group 

New  England  Life 

Travelers  Corp. 

USLIFE  Holding  Corp. 

Washington  National 

femliri, 


Insurance  Assets 
(in  millions) 

Fund  Manager 
Acquired 

Fund  Assets  Managed 
(in  millions) 

$1,500 

Channing  Financial 

$    800 

3,200 

Tsai   Management 

380 

500 

Putnam  Management 

1,900 

3,300 

Loomis,  Sayles 

250 

6,200 

Massachusetts  Co. 

280 

4,900 

Distributors  Group 

340 

500 

Anchor  Corp. 

2,200 

60,000  fund  salesmen. 

Says  President  Abram  T.  Collier 
of  New  England  Mutual  Life  Insur- 
ance Co.,  which  began  marketing  the 
NEL  Growth  Fund  and  the  NEL 
Equity  Fund  last  November:  "We  are 
meeting  a  market  that  is  almost  un- 
touched. Ninety  percent  or  more  of 
the » people  would  not  have  been 
reached  by  the  normal  mutual-fund 
channels." 

',  Collier  and  people  like  him  feel 
that  life-insurance  salesmen  have 
been  trained  to  go  after  the  world 
imbued  with  the  idea  that  everybody 
needs  life  insurance,  and  lots  of  it. 
This  philosophy  has  been  successful  to 
the  point  where  78%  of  U.S.  families 
own  at  least  one  life  policy  that  they 
bought  themselves.  Only  8%  or  9%  of 
American  families,  on  the  ether  hand, 
own  mutual  fund  shares. 

Holdouts  No  More 

Some  insurance  companies  are  fol- 
lowing the  lead  of  Collier's  New  Eng- 
land Life  and  buying  their  way  into 
this  wide-open  market  (see  table). 
Others  are  following  Connecticut 
General,  which  formed  its  own  funds. 
Some  are  doing  both.  After  watching 
and  waiting  since  the  early  Sixties, 
Sears,  Roebuck  &  Co.'s  Allstate  Insur- 
ance Co.  is  in  the  process  of  forming 
its  own  fund.  Metropolitan  Life,  a 
last-ditcher  against  common  stocks 
and  mutual  funds,  is  selling  variable 
group  annuities. 

And  where  they  are  not  being 
swallowed  up  by  insurance  com- 
panies, some  of  the  fund  companies 
are  reversing  the  process.  Investors 
Diversified  Services  set  up  Investors 
Syndicate  Life  Insurance  &  Annuity 
Co.  12  years  ago.  Since  then  Waddell 
&  Reed  started  United  Investors  Life: 
the  Keystone  group  formed  Keystone 
Provident  Life;  and  before  they  them- 
selves caught  the  eye  of  insurance 
companies,  Anchor  Corp.  and  Putnam 
Management  had  also  gotten  into  life 
insurance. 

In  a  sense,  what  is  happening  in  in- 
surance and  mutual  funds  is  a  coun- 
terpart to  what  is  happening  through- 
out U.S.  business;  The  old  walls 
are  tumbling  down.  The  old  industry 
categories  are  becoming  blurred  and. 
at  the  same  time,  broadened.  The  in- 
surance companies  have  come  to  see 
that  they  are  really  part  of  money 
management  rather  than  an  industry 
in  their  own  right.  Hence  the  move 
into  mutual  funds.  At  the  same  time, 
they  have  been  going  after  pension 
fund  money  to  be  put  into  common 
stocks;  Prudential  alone  now  manages 
nearly  $1  billion  in  accounts.  Ameri- 
can General  has  moved  into  invest- 
ment counseling.  When  it  bought 
(Continued  on  page  91) 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Debentures. 

The  offer  is  made  only  by  the  Prospectus. 


$150,000,000 

Weyerhaeuser  Company 

7.65%  Sinking  Fund  Debentures  Due  July  15,  1994 

Interest  payable  January  15  and  July  15 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  Stale  from  only  such  of  the 

undersigned  as  may  leoal/y  offer  //use  Debentures  in  compliance 

teilh  the  securities  laics  of  such  State. 


MORGAN  STANLEY  &  CO. 

DILLON,  READ  &  CO.  INC.  THE  FIRST  BOSTON  CORPORATION  KUHN,  LOEB  &  CO. 

BLYTH&  CO.,  INC.   DREXEL  HARRIMAN  RIPLEY  EASTMAN  DILLON,  UNION  SECURITIES  &  CO. 

Incorporated 

GLORE  FORGAN,  WM.  R.  STAATS  INC.     GOLDMAN,  SACHS  &  CO.     HALSEY,  STUART  &  CO.  INC. 
HORNBLOWER  &  WEEKS-HEMPHILL,  NOYES    KIDDER,  PEABODY &  CO.     LAZARD  FRERES  &  CO. 

Incorporated 

LEHMAN  BROTHERS        LOEB,  RHOADES  &  CO.        MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS  SALOMON  BROTHERS  &  HUTZLER 

SMITH,  BARNEY  &  CO.  STONE  &  WEBSTER  SECURITIES  CORPORATION 

Incorporated  • 

WERTHEIM  &  CO.  WHITE,  WELD  &  CO.  DEAN  WITTER  &  CO. 

Incorporated 

July  18,  1969. 


;- 
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We've  always  on  the 
inside, looking  out* 

Millions  of  gals  have  our  detergents  in  hand  without  knowing  it. 

Which  can  be  a  little  frustrating,  because  we're  the  leading 
Droducer  of  the  finest  private-label  detergents. 

But  on  the  other  hand,  it  puts  us  in  the  burgeoning 
billion  dollar  detergent  business. 

We're  something  special  for  other  markets,  too. 

A  few  examples:  Cosmetics.  Plastics.  Agriculture.  Automobiles. 

We  grow  with  growing  markets  because  we  concentrate  on 
specialty  chemicals.  In  1968  our  sales  reached  a  record  $221  million. 

That's  what  makes  everyone  happy.  A  good  clean  record 
oferowth. 

For  a  copy  of  our  1968  Annual  Report,  write  toWitco 
Chemical  Corporation,  Department  F-8, 277  Park  Avenue, 
New  York,  New  York  10017. 


Witco 

Chemical 

can't  help 

but  grow  on 

you 


These  Bonds  are  not  being  offered  to  the  public. 


$500,000,000 

Churchill  Falls  (Labrador)  Corporation 

Limited 

(a  subsidiary  of  British  Newfoundland  Corporation  Limited) 


First  Mortgage  Bonds,  Series  A, 
Due  December  15,  2007 


The  Company  has  arranged  for  the  sale  of  the  above  Bonds 
to  institutions  through  the  undersigned. 


MORGAN  STANLEY  &  CO. 


July  17,  1969. 


(Continued  from  page  86) 
Charming  Financial  Corp.  last  spring 
it  got,  besides  Channing's  mutual 
funds,  its  investment  advisory  sub- 
sidiary, Van  Strum  &  Towne.  Says 
A.G.  President  Benjamin  N  Wood- 
son. "Hundreds  of  thousands  of  indi- 
vidual investors  would  be  well 
advised  to  tum  the  management  of 
their  money  over  to  professionals. 
For  example,  the  doctor  who  should 
be  thinking  about  that  appendectomy 
and  not  about  whether  this  is  a  good 
time  to  buy  General  Motors."  Trans- 
america  Corp.,  the  holding  company 
that  controls  giant  Occidental  Insur- 
ance has  also  gone  into  investment 
counseling  along  with  mutual  funds, 
but  is  concentrating  on  corporate  and 
institutional  accounts. 

The    Bitter    Taste    of    Bear 

This  press  to  get  into  funds  not- 
withstanding, many  insurance  men 
are,  as  we  have  said,  worried. 

Hardly  was  the  trend  well  under 
pay,  when  the  stock  market  broke 
badly  this  year.  Hardly  had  the  insur- 
ance companies  introduced  their  sales- 
men and  customers  to  the  delights  ol 
common-stock  ownership,  when  the 
salesmen  and  customers  began  to 
learn  the  bitter  taste  ot  bear  meat, 
which  tastes  ver)  different  than  the 
bull  meat  the)   had  expected. 

A  recent  Arthur  Lipper  Corp.  fund- 
performance  report  shows  the  net 
asset  value  per  share  of  Connecticut 
General's  CG  Fund  has  slumped 
16.76'(  so  far  this  year.  Travelers 
Equities  is  off  15. ST"  in  the  same 
time,  First  Participating  Fund  (Amer- 
ican General  Insurance)  is  down 
16. 16Y.  John  Hancock  Growth  Fund, 
started  last  Feb.  3,  has  dropped 
21.99?  since. 

The  record  isn't  horrible;  the  aver- 
age decline  for  all  growth  Funds  in 
the  same  period  was  20.28?.  Hut  NEL 
Growth  Fund  had  the  only  year-to- 
date  performance  to  crow  about — and 
it  was  off  9.28%. 

What  effect  the  stock  market  de- 
cline will  have  on  the  trend  is  diffi- 
cult to  say.  But  it  is  certainly  going 
to  unsettle  a  number  of  unsophisticat- 
ed people  who  were  sold  what  they 
thought  was  inflation  protection  and 
were  quite  unprepared  for  the  kind 
of  losses  that  the  stock  market — and 
the  funds — have  taken  this  year. 

In  short,  insurance  salesmen  are 
going  to  bring  in  some  customers  who 
are  considerably  less  sophisticated 
than  the  ordinary  mutual  fund  share- 
holder, who  do  not  understand  that 
even  rising  stock  markets  have  their 
down  moments.  Uncomfortably  aware 
of  this,  a  number  of  smart  companies, 
Massachusetts  Mutual  and  New  York 
Life   prominently    among    them,    are 


not  planning  to  sell  mutual  funds  as 
such.  They  are  moving  in  the  direction 
of  variable  annuities.  This  will  enable 
them  to  offer  an  insurance  package 
whose  value  will  reflect  any  long-term 
rise  in  the  stock  market.  But  the  an- 
nuities aren't  quoted  daily  in  the 
newspapers  and  the  customer  doesn't 
have  quite  the  same  sense  that  he's 
involved  in  the  stock  market. 

There  are  other  problems,  too.  In- 
surance salesmen  are  accustomed  to 
operating  with  considerable  latitude 
in  their  sales  pitches.  Mutual  fund 
salesmen  are  supposed  to  be  more 
guarded.  Fund  selling  is  covered  by 
federal  law,  which  is  strict  about 
what  can  be  said — and  how. 

Training  insurance  agents  to  sell 
mutual  funds  is  not  easy.  The  fund, 
properly  sold,  is  a  more  sophisticated 
product.  "Life  insurance,"  says  Con- 
necticut General's  President,  Henry  R. 
Roberts,  "is  a  set  of  guarantees.  A 
mutual  fund  is  a  hope,  an  expression 
of  confidence."  Outside  of  the  fact 
that  IxUh  the  "hope"  and  the  "guaran- 
tee" represent  savings,  they  have  little 
in  common.  It  is  by  no  means  certain 
that  the  respective  selling  techniques 
are  compatible. 

The  backlog  of  new-fund  registra- 
tions at  the  Securities  &  Exchange 
Commission  in  Washington  hasn't 
helped  the  now  eager  insurers  either. 
The  delays  are  running  into  months. 
"The  joke  is, "  says  S.R.  Hurt,  vice 
president  of  the  Institute  for  Business 
Planning,  "that  they're  pepping  up 
their  sales  people,  but  they  don't 
know  when  they'll  get  registered." 

There's  always  the  danger,  too, 
that  the  life  insurance  customer,  once 
convinced  of  the  value  of  equities, 
may  want  to  buy  more  and  more  low- 
premium  term  insurance  to  give  him 
more  to, invest  in  equities.  It's  rather 
like  Detroit's  problem  with  the  com- 
pacts: They  tended  to  cut  into  the 
more  profitable  sales  of  the  bigger 
cars.  "This  is  a  problem,"  admits 
Travelers  President  Roger  C.  Wilkins. 

This  is  less  of  a  problem  for 
mutual  fund  companies  that  have 
themselves  gone  into  insurance:  They 
have  nothing  to  lose,  because  they  are 
not  diverting  dollars  from  life  insur- 
ance into  funds;  they  are  merely  giv- 
ing their  salesmen  extra  merchandise 
to  handle.  For  example,  IDS'  Inves- 
tors Syndicate  Life:  It  sold  $613  mil- 
lion in  new  insurance  in  1968,  82% 
of  its  term.  For  the  old-line  life  com- 
panies, of  course,  outfits  like  IDS  are 
a  double  threat:  Not  only  do  their 
mutual  funds  compete  with  them,  but 
their  insurance  companies  do  too. 

Which  is  precisely  why  the  two  old 
industries  are  slowly  blending.  It's  not 
so  much  a  love  affair  as  a  marriage 
of  necessity.  ■ 


THE  DIAMOND  OF  HER  DREAMS 

at  Investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  1A  to  Vi 
higher. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  80-PAGE  CATALOG 
I    EMPIRE   DIAMOND   CORP.,   DEPT.  46 
|   Empire  State  Bldg.,  New  York,  N.Y.  10001 

I   NAME 


ADDRESS. 


.ZIP. 


This  announcement  is  neither  an  offer  for  sale 
nor  a  solicitation  of  an  offer  to  buy  these  Se- 
curities. The  offering  is  made  only  by  the 
Prospectus. 


©. 


New  Issue 

Gulf 
Natural 
Resources 
Fund  1969 


$10,000,000  of  limited  partnership  in- 
terests in  an  oil  &  gas  exploration  & 
development  program. 

1,000  UNITS 
PRICE -$10,000  PER  UNIT 

These  securities  are  being  offered  by  the 
Fund.  You  are  invited  to  ask  for  a  Pros- 
pectus describing  the  units  and  the  Fund. 
Copies  may  be  obtained  from  the  under- 
signed in  any  state  in  which  the  under- 
signed may  lawfully  offer  these  Securities. 


© 


Gulf 
Natural 
Resources 


Management  Corporation 

1640  One  Main  Place  •  Dallas,  Texas  75250 
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We  move  large  blocks  so  quietly 

the  loudest  sound  you  hear  is 

the  print  on  the  tape. 


A  feather-touch  is  one  reason  why  our  rate  of  growth  in  block 
transactions  in  the  past  year  was  nearly  double  that  of  the 
N.Y.S.E. 

It's  a  rare  trading  session  when  we  don't  move  several 
blocks  of  10,000  shares  or  more.  And  we  write  between  300  and 
400  institutional  tickets  a  day. 

That's  what  happens  when  our  senior  floor  partner- 
backed  up  by  two  other  institutional  floor  brokers— knows  how 
to  play  it  close  to  the  vest  on  behalf  of  well  over  3,000  institu- 
tional clients. 

The  only  thing  there's  no  hush-hush  about  is  our  willing- 
ness to  commit  the  firm's  capital  to  facilitate  a  trade. 

Next  time  you  are  weighted  down  by  a  large  block,  why 
not  tilt  it  our  way?  Our  shoulders  are  broad.  Our  technique  is 
professional.  Our  discretion  is  measureless.  Call  344-2000  and 
ask  for  Partner  James  J.  Hughes,  Jr. 


S  FRANCIS  I.  duPONT  &  CO. 
Members  New  York  Stock  Exchange 
One  Wall  Street,  New  York,  NY.  10005 
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The  Forbes  Index 


preliminary 


.130.1 

JUNE  131.1 

JULY    132.3 

AUG 133.4 

SEPT 134.0 

OCT 135.5 

NOV 136.0 

DEC 136.8 

JAN 136.8 

FEB 137.4 

MAR 137.1 

APR 138.2 

MAY     138.3 

JUNE  (prel.)  138.5 


Composed  of  the  following. 
Production 

•  How  much  are  we  producing'  (Federal  Re- 
serve Board  Index  ol  Industrial  Production! 

•  What  volume  of  hard  goods  are  we  ordering7 
fDept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building'  lOept.  ol 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Depf.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services'  (Dept.  ol  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


Wait  For  The  Dust  To  Sett/e 


If  voi  feel  that  you  have  not  been 
smart,  and  it  you  are  frustrated,  come 
and  join  the  clubl  There's  lots  of  corn- 
pan)  :    the    "performance"    hoys,    the 

mutual  fund  managers,  the  investment 
services,  the  market  letter  writers,  the 
financial  columnists  (including  this 
one)  and  probabl)   your  neighbor! 

My  ego  is  especially  hurt — because 
I  saw  trouble  coming  and  did  not  do 
enough  about  it.  This  column  ade- 
quately advertised  the  Administra- 
tion's disinflationary  policy,  tight 
money  and  overspeculation,  but  the 
Writer  shied  awaj  horn  his  own  logic. 
I  tried  to  get  a  little  more  for  my 
readers  and  clients  when  I  should 
have  been  satisfied  with  enough. 

Of  course,  the  economy  has  not 
changed  as  much  as  the  stock  market 
has.  But  the  economy  did  not  change 
as  much  as  the  stock  market  when 
stocks  were  going  up.  Fundamentally, 
we  are  passing  through  a  greater  de- 
flation in  optimism  about  stocks  than 
the  deflation  in  earnings  or  the  de- 
flation in  the  prices  for  goods  and 
services.  For  those  who  own  equities 
(as  away  of  life)  it  is  both  unpleasant 
and  unprofitable.  And,  after  the  ex- 
Mr.  Hooper  is  associated  with  the  New  York 
Stock  Exchange  firm  of  W.  E.  Hutton  &  Co. 


perience  of  recent  years,  it  is  shocking! 
We  assumed,  perhaps  subcon- 
sciously, that  overvaluation  and  infla- 
tion could  always  march  along  pari 
passu,  that  we  could  discount  earnings 
a  long  way  ahead  without  making  too 
many  mistakes,  even  in  the  case  of 
new  companies.  We  recognized  that 
there  could  be  "corrections"  in  the 
market,  but  we  refused  to  recognize 
how  far  these  corrections  could  go. 

Disillusionment 

In  late  July,  the  Dow-Jones  indus- 
trials, a  price  index  of  less  specula- 
tive stocks,  were  down  17%  from  their 
May  high;  11  representative  conglom- 
erates were  off  64%;  several  "discov- 
ery" oils  were  at  half  their  April-May 
highs;  Sperry-Rand  was  off  25%  in  a 
week;  and  there  had  been  a  prepon- 
derance of  declines  over  advances  in 
the  New  York  Stock  Exchange  in  40 
of  the  50  sessions  since  the  market 
registered  its  May  top.  There  seemed 
to  be  no  "balm  of  Gilead."  All  signs 
of  a  rally  proved  false.  The  perform- 
ance mutual  funds,  if  they  had  any 
money  to  spend  after  redemptions, 
were  buying  bonds,  or  U.S.  Treasury 
bills  (to  yield  about  7%),  or  bankers' 
acceptances.     The     specialists     were 


loaded  with  stocks  they  wanted  to  sell 
on  a  rally.  So  far  as  the  public  was 
concerned,  there  was  growing  disillu- 
sionment about  equities. 

What  about  the  fundamentals? 
Money  was  as  tight  and  as  expensive 
as  ever.  Additional  funds  were  not  be- 
ing made  available  by  the  Federal 
Reserve.  Residential  building  permits 
had  declined  for  five  consecutive 
months,  and  mortgages  were  costing 
around  9%  net.  The  increase  in  earn- 
ings was  slowing  down,  with  an 
actual  decline  (against  last  year)  in 
profits  indicated  for  the  third  and 
fourth  quarters  of  1969  and  the  first 
quarter  of  1970.  The  cost-of-living 
index  was  still  rising.  About  the  only 
slowdown  in  retail  demand  was  com- 
ing from  people  who  had  been  hurt 
by  the  decline  in  the  prices  for  stocks. 
In  short,  the  deflationary  policies  were 
hurting  the  stock  market  and  residen- 
tial building  worse  than  the  rest  of 
the  economy.  But  other  areas  were 
beginning  to  hurt  a  little  too. 

Well,  what  should  a  common  stock 
investor  do?  Of  course  that  depends, 
to  a  considerable  extent,  on  the  indi- 
vidual common  stock  investor.  Some 
behave  much  better  than  others  under 
pressure,  and  everyone  has  a  different 
capital  gains  tax  problem.  In  general, 
it  seems  to  me  that  it  is  too  late  to  do 
wholesale  selling,  and  too  early  to  do 
much  buying.  I  would  like  to  wait 
for  the  dust  to  settle  before  making 
any  very  vigorous  recommendations. 

My  hunch  is  that  the  final  low  of 
this  bear  market  (and  that  is  what 
it  is)  will  not  be  made  now,  but  will 
come  later  after  some  kind  of  a  rally. 
I  expect  lower  prices  before  the  end 
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INVESTMENT  ADVISORY  SERVICE 

P 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion    changes    on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Report*  Inc. 
Wellesley  Hills,  Mass.  02181,  Dept.  F-285 
Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 

Name __ 


Street*  Nt>._ 


City. 


.State. 


-Zip. 


—    .  -  


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


of  the  year,  perhaps  something  be- 
tween 700  and  750  in  the  DJI.  Re- 
member that  stocks  almost  always  go 
lower  than  you  expect  in  a  bear  mar- 
ket, as  they  usually  go  higher  than 
you  expect  in  a  bull  market. 

I'm  much  more  optimistic  about  the 
economy  than  about  the  stock  market. 
1  expect  at  least  a  moderate  recession, 
but  no  depression.  I  think  that  wages, 
salaries  and  the  cost  of  living  will  con- 
tinue to  rise.  I  feel  confident,  as  I 
have  for  some  time,  that  profit  mar- 
gins in  industry  will  decline,  and  that 
corporations'  earnings  will  b?  shaded. 
I  suspect,  after  the  dust  settles,  that 
price/earnings  ratios  will  be  less  im- 
portant than  other  factors  in  creating 
the  level  of  stock  prices.  I  don't  buy 
the  idea  that  inflation  can  be  "con- 
trolled" more  than  temporarily;  nor 
do  I  buy  the  idea  that  inflation  will 
be  as  good  for  all  stocks  as  it  has 
been  in  the  past. 

One  reason  I  am  unwilling  to  make 
many  assertive,  in-a-hurry  buying 
suggestions  right  now  is  that  I  think 
any  fresh  resumption  of  interest  in 
stocks  will  be  an  entirely  new  ball 
game.  It  is  not  yet  clear  what  the 
favorites  of  the  future  will  be.  We 
don't  know  enough  about  the  new  en- 
vironment. It  could  be  the  "assets'" 
stocks,  wealth  in  the  ground;  or  the 
building  shares,  if  a  way  is  found  to 
provide  mortgage  money  at  a  reason- 
able price;  or  the  real-estate  shares, 
if  you  get  the  right  ones;  or  the  re- 
tail shares,  where  the  value  of  inven- 
tories increases  in  an  inflation;  or  the 
low-labor-load  companies;  or  selected 
technology  issues. 

It  probably  will  not  be  the  con- 
glomerates, unless  a  way  is  found  to 
de-conglomerate  some  of  them  on  the 
basis  of  the  idea  that  the  parts  are 
worth  more  than  the  whole.  That 
would  be  a  far  cry  from  the  whole 
being  worth  more  than  the  parts!  But 
keep  on  ice  my  half-serious  comment 
months  ago  that  the  investment  bank- 
ing community  eventually  may  make 
more  money  taking  these  conglom- 
erates apart  than  it  ever  made  putting 
them  together. 

What  Is  A  Bargain? 

There  are  unsuspected  problems  in 
trying  to  buy  "bargains"  (stocks 
which  formerly  sold  much  higher)  in 
a  market  like  this.  One  difficulty  is 
that  the  vogue  in  the  next  market  may 
not  be  the  same  as  in  the  last  one. 
Another  is  that  even  a  real  bargain 
may  stay  a  bargain  for  a  long  time 
and  tire  you  out.  Still  another  is  that, 
because  of  changed  conditions,  the 
stock  may  not  be  a  bargain  at  all. 
Right  now  it  is  well  to  remember  that 
many  of  the  "performance"  stocks  of 
1968   and   early    1969   were   crudely 


overvalued,  and  that  some  of  them 
will  not  prove  bargains  at  10%,  25% 
or  even  50%  of  their  former  price. 

I  don't  know  how  low  Federal  Na- 
tional Mortgage  will  sell.  This  stock, 
however,  does  intrigue  me.  All  its 
assets  are  mortgages  guaranteed  by 
either  the  Veterans  Administration  or 
the  Federal  Housing  Administration. 
It  'owns  something  like  $8  billion  of 
these  mortgages.  Against  them  it  has 
a  funded  and  short-term  debt  of 
something  like  $7.5  billion,  and  only 
about  1.5  million  shares  of  stock. 
That's  leverage,  big  leverage.  Any 
easing  of  money  rates,  it  seems  to 
me,  would  considerably  increase  earn- 
ing power — and  I  suspect  that  even 
this  year's  net  will  be  at  least  $12 
per  share,  and  it  could  hit  $20. 
The  stock  has  fluctuated  between  140 
and  250  in  the  past  four  months,  so 
stay  out  of  the  kitchen  if  you  can't 
stand  the  heat.  I  wonder  if  some  time 
dining  the  next  year  or  two  this  stock 
might  not  be  split  and  listed.  Private 
management  is  doing  much  for  the 
company  that  more  complete  federal 
control  could  not  and  would  not  do. 

Union  Pacific  Corp.  is  a  great  ag- 
gregation of  railroad  and  natural  re- 
source assets.  So  is  Canadian  Pacific. 
McCulloch  Oil  is  lower  than  it  was 
before  they  found  that  "show  of  oil" 
in  Alaska;  the  real-estate  division  now 
has  Pueblo  Lake  and  Fountain  Hills 
as  well  as  Lake  Havasu;  and  in  Mc- 
Culloch you  have  good  management. 
Ol  course  the  price/earnings  still  is 
not  low  on  the  basis  of  earnings  of 
perhaps  $1.50  a  share  this  year.  .  .  . 
McDonnell  Douglas  earned  $2.39  a 
share  in  the  first  half  as  against  $1.17 
a  year  ago,  and  while  it  was  realizing 
such  earnings,  dropped  from  around 
50.  ...  I  wonder  whether  Anaconda 
is  not  undervalued.  After  all,  the  com- 
pany will  get  something  for  the  Chil- 
ean properties,  and  the  other  mines 
are  far  from  worthless. 

This  is  a  great  country — the  great- 
est in  the  world.  It  is  not  going  down 
the  drain  just  because  too  many,  too 
inexperienced,  too  greedy  people  have 
been  trying  to  make  money  too  fast 
with  too  speculative  stocks  and  have 
done  too  many  foolish  things.  The 
only  overkill  the  Administration  and 
the  credit  authorities  are  likely  to 
accomplish  is  in  the  stock  market  and 
the  bond  market. 

It  will  be  recalled  that  I  have  been 
expecting  lower  business  and  lower 
earnings  in  the  remaining  quarters  of 
the  year.  The  market  has  been  dis- 
counting this.  Probably  it  will  also 
discount  recovery  and  the  easing  of 
credit  tightness  before  they  develop. 
If  precedent  is  followed,  stocks  will 
do  better  when  the  economy  is  get- 
ting worse.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Disinflation 

It  would  be  unfair  as  well  as  incor- 
rect to  put  the  entire  blame  for  the 
destruction  of  investment  values 
solely  on  the  anti-inflation  policies  of 
the  Nixon  Administration  and  the 
Federal  Reserve.  Some  of  the  values 
which  are  now  being  washed  down 
the  drain  with  frightening  speed  were 
synthetic  rather  than  real.  They  were 
created  through  pyramiding  of  cor- 
porate capital  structures,  often  ac- 
companied by  sharp,  but  not  illegal, 
accounting  practices;  through  grossly 
inflated  bids  for  other  companies' 
shares  in  ambitious  efforts  at  cor- 
porate aggrandizement;  and  through 
the  sheer  greed,  fantasy  and  wishful 
thinking  on  the  part  of  the  public. 
The  collapse  of  such  stocks  was  as 
predictable  as  it  was  inevitable. 

The  roots  of  this  bear  market  go 
much  deeper,  however.  The  invest- 
ment community  had  felt  quite  com- 
fortable, if  not  secure,  in  a  market 
where  the  average  stock  sold  at  15  or 
16  times  earnings.  Historically  speak- 
ing, this  was  a  reasonable  multiple. 
Of  course,  it  was  realized  that  stock 
yields  compared  most  unfavorably 
with  bond  yields  which  were  rising 
steadily,  but  stocks  were  bought  pri- 
marily for  their  potential  apprecia- 
tion, not  for  income.  Furthermore,  the 
rise  in  bond  yields  was  raising  havoc 
with  bond  prices.  Anyone  who  bought 
an  AAA-rated  bond  a  couple  of  years 
ago,  carrying  a  coupon  of  5%%  or 
more  (which  was  then  considered 
outrageously  high),  now  has  a  loss  of 
over  202. 

The    Unsoivable    Dilemma 

Investors  were  confronted  with  a 
problem  that  defied  solution.  Basically 
you  have  only  two  alternatives:  either 
invest  in  stocks  or  keep  your  funds  in 
short-term,  money  type  investments. 
In  a  period  where  everybody  talks  in- 
flation and  sees  the  cost-of-living  in- 
dex rise  month  after  month,  any 
portfolio  manager  will  be  most  reluc- 
tant to  hold  more  than  a  modest 
percentage  of  his  assets  in  such  se- 
curities where  you  can  only  lose 
(through  inflation)  and  cannot  pos- 
siblj  gain  (through  appreciation). 
Mutual  funds  have  to  be  more  or 
less  full)    invested  in  common  stocks 

Mr.  Biel  is  a  partner  in  Ihe  New  York  Stock 
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most  of  the  time.  It  would  be  diffi- 
cult to  justify  charging  a  sales  com-" 
mission  of  8.5%  or  9%  if  the  investor's 
money  were  to  be  put  into  Treasury 
Bills.  That  he  can  do  for  himself,  at 
much  less  cost. 

Having  no  practical  alternative  the 
institutional  investor  is  bound  to  take 
the  same  shellacking  as  the  individual 
does  with  his  own  stock  portfolio.  The 
individual,  in  fact,  is  better  off  be- 
cause he  is  more  flexible.  The  holder 
of  a  few  hundred  shares  can  always 
get  out  fast  "at  the  market."  But  if 
you  have  to  think,  and  act,  in  terms 
of  hundreds  of  thousands  of  shares, 
often  you  can  only  get  out  at  very 
substantial  price  concessions.  We 
have  seen  all  too  many  instances  of 
"block  dumping"  in  recent  weeks, 
and  it  seems  a  fair  assumption  that 
the  institutions  would  have  been 
sellers  on  a  far  larger  scale  if  the 
market  had  been  able  to  absorb  such 
liquidation. 

A  Turn  Ahead,  But  When? 

If  the  theory  that  a  bear-market 
bottom  can  be  recognized  by  the 
market's  growing  immunity  to  bad 
news  is  correct,  then  the  time  for  the 
turn  is  not  here  yet.  Individual  stocks 
are  still  extremely  sensitive  to  adverse 
developments.  Pan  Am  and  TWA 
broke  sharply  on  dividend  omissions. 
Air  Reduction,  which  was  already 
selling  at  its  lowest  price  in  15  years, 
gave  up  another  25%  of  its  market 
price  when  the  dividend  rate  was 
reduced  from  $1.50  to  80  cents.  Even 
more  disturbing  is  the  case  of  Sperry 
Rand,  which  reported  a  one-cent 
decline  in  per-share  earnings  for  its 
first  fiscal  quarter  while  an  increase 
had  generally  been  expected.  Prior  to 
this  interim  report  Sperry  Rand  had 
been  an  investment  favorite  and  act- 
ing exceedingly  well  by  comparison 
with  the  rest  of  the  market.  But  then 
all  hell  broke  loose;  in  just  four  trad- 
ing days  the  stock  fell  more  than  a 
dozen  points  with  a  volume  of  673,- 
000  shares.  This  single  one-penny 
drop  in  profits  cost  investors  over 
$400  million — so  far.  That  is  disinfla- 
tion with  a  vengeance! 

Some  people  believe  that  Wall 
Street  is  too  gloomy  with  brokers 
being  depressed  not  only  because 
they      have      suffered      stock-market 


losses,  too,  but  also  by  the  fact  that 
many  firms  now  operate  well  below 
their  break-even  points.  This  is  prob- 
ably true,  and  there  is  a  natural 
tendency  to  project  the  present  trend 
into  an  indefinite  future.  Everyone 
knows,  of  course,  that  some  day  the 
turn  will  come,  but  no  one  wants  to 
be  heroic  until  the  first  glimmer  of  a 
silver  lining  appears  on  the  horizon. 
Sure,  many  stocks  are  cheap  already, 
especially  when  compared  with  recent 
peaks.  But  what  prevents  them  from 
getting  even  cheaper?  It  is  highly 
probable  that  we  will  miss  the  bar- 
gains at  the  bottom,  but  most  of  us 
would  rather  wait  for  the  turn  and 
pay  a  little  more,  to  be  able  to  feel 
more  confident. 

In  the  Meantime  .  .  . 

The  temporary  investment  of  re- 
serve funds  presents  no  problem. 
Some  U.S.  agency  bonds  pay  as  much 
as  8%  for  maturities  of  six  to  nine 
months,  and  slightly  higher  yields  can 
be  earned  on  commercial  papers  and 
the  like.  If  the  investor  wants  tax  ex- 
emption, there  is,  of  course,  a  multi- 
tude of  short-term  municipal  notes 
yielding  up  to  6%. 

However,  investors  who  do  not  ob- 
ject to  taking  a  moderate  risk  may 
want  to  consider  the  purchase  of 
bonds,  maturing  within  the  next  few 
years  and  selling  at  a  substantia! 
discount  from  par.  Take,  for  example, 
the  3%%  debentures  of  Food  Fail 
Stores,  a  medium-grade  bond  rated 
BBB,  maturing  Sept.  1,  1974.  At  a 
recent  price  of  72,  the  current  returr 
is  only  4.7%,  but  in  addition  then 
would  be  a  virtually  assured  capita 
gain  of  almost  40%  in  five  years 
Should  interest  rates  drop  significant!} 
in  the  not-too-far-away  future,  say 
about  a  year  or  so,  these  Food  Fai 
bonds  would  be  selling,  perhaps,  oi 
a  6%  yield-to-maturity  basis,  or  abovi; 
90,  for  a  possible  appreciation  of  25% 

Another  example  out  of  a  multi 
tude  of  such  bonds  are  the  A-rate( 
4M%  debentures  of  Associates  Invest 
ment,  due  in  seven  years.  At  ;  j 
recent  price  of  78,  the  current  retun 
is  about  5.8%.  If  a  year  from  nov ; 
the  maturity  yield  should  also  dro) 
to  6%,  these  bonds,  too,  would  b ; 
worth  about  90. 

A  good  municipal  bond  broker  ca 
often    find    unusual    bargains    amon 
low-coupon   tax-exempts  because  th 
market  for  municipal  bonds  is  present  '■ 
ly   in   a   state   of   virtual   de-rout.   1 . 
should   be   noted,   however,   that  th 
marketability    of   such    bonds    is   nc  t 
good  at  times — that's  why  there  ar 
bargains  right  now — and  that  the  ir 
crease  in   value  from   cost  to  par 
subject    to    capital    gains    taxes;    onl  I 
the  interest  is  tax-exempt.   ■ 
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You  may  not  be  aware  of 
how  much  vital  information 
you  can  find  in  a  one-page 
research  report... 

unless  yon  are  a 
subscriber  to  The  Value  Line  Investment  Survey. 


Investors  who  use  Value  Line  do 
know.  They  receive  every  week  a  full- 
page  research  report  on  each  of  about 
100  or  more  widely-held  common 
stocks.  In  a  3-month  cycle  they  receive 
reports  on  1400  stocks.  The  same 
stocks  are  then  reviewed  again  in  the 
next  13-week  cycle. 

Nowhere  else,  we  believe,  can 
you  obtain  as  much  vital  information 
on  one  page  as  you  will  find  in  a  Value 
Line  report. 

Besides  recent  price,  estimated 
yield,  current  price/earnings  ratio  and 
capital  structure,  every  report  includes 
the  following  data  for  each  of  an  indus- 
trial company's  last  15  years  (if  avail- 
able) : 

o    Sales 

o   Profit  Margin 

•  Working  Capital 

•  Bond  &  Preferred  Capital 
o   Net  Plant  Account 

o  Depreciation  Rate 

o  %  Earned  on  Total  Capital 

o  %  Earned  on  Common  Equity 

o  Book  Value  per  share 

o  Capital  Growth  Ratio 

o  Sales  per  share 

o  Cash  Earnings  per  share 

o  Capital  Spending  per  share 

o  Reported  Earnings  per  share 

o  Dividends  Declared  per  share 

o   Dividend  Payout  Ratio 

•  Average  Annual  PE  Ratio 

o   Average  Annual  Dividend  Yield 
o   5  year  Growth  Rate 

Some  industries  such  as  bank, 
savings  and  loan,  and  insurance  have 
a  different  set  of  vital  statistics,  but 
their  series  also  total  19  different  col- 
umns—just as  the  list  here— for  the 
company's  last  15  years.  Each  report 
also  includes  a  chart  of  the  stock's 
monthly  price  range  since  1952.  In 
addition,  each  report  is  highlighted  by 
a  concise  500-word  analysis  of  the 
company's  business  and  the  latest  de- 


velopments. Each  report  also  contains 
the  quarterly  breakdown— for  the  pre- 
vious 5  years  and  the  current  year— of 
sales,  earnings  per  share  and  dividends 
paid.  At  the  bottom  of  each  report  is 
a  profile  of  what  the  company  does, 
what  it  owns,  how  many  stockholders 
and  employees  it  has,  the  President's 
name  and  the  home  office  address. 

A  unique  feature  of  The  Value 
Line  Investment  Survey  is  the  sys- 
tematic and  objective  way  in  which 
Value  Line  rates  weekly  each  of  1400 
common  stocks,  relative  to  the  others, 
into  one  of  five  groups  on  four  counts: 

1.  The  stock's  probable  market  per- 
formance in  the  next  12  months 

2.  Its  appreciation  potential  3  to  5 
years  hence 

3.  Its  income  (yield)  in  the  next  12 
months 

4.  Its  quality  (i.e.,  its  dependability 
over  the  very  long  term— beyond 
five  years) 

*  Each  stock  is  rated  from  I  (High- 
est) to  V  (Lowest)  for  12-month  per- 
formance, 3-5  year  potential  and  yield. 
Each  stock  is  graded  from  A+  to  C— 


for  quality.  The  1400  stocks  include 
nearly  all  of  the  common  stocks  traded 
on  the  New  York  Stock  Exchange  plus 
about  300  on  the  American  Exchange 
and  the  Over-the-Counter  markets. 

The  up-to-date  ratings  are  pub- 
lished every  seven  days  in  the  24-page 
Weekly  Summary  of  Advices  &  Index. 
Each  week  the  Ratings  &  Reports  sec- 
tion provides  the  full-page  research 
reports  on  about  100  or  more  stocks  in 
several  industries,  so  that  a  full  13- 
week  cycle  covers  all  1400  companies. 
Supplementary  reports  are  issued  be- 
tween quarterly  reports  if  evidence 
requires. 

In  order  to  see  for  yourself  how 
time-saving  and  informative  this  or- 
ganization of  facts  and  their  evaluation 
can  be,  try  Value  Line.  To  do  so,  fill  in 
and  return  the  coupon  below.  If,  for 
any  reason,  Value  Line  should  fail  to 
meet  your  expectations,  return  the 
material  within  30  days  and  your 
money  will  be  refunded  in  full  and  at 
once.  You  may  receive  Value  Line  for 
the  term  you  check— one  year  for  $167, 
three  months  for  $44,  or  four  weeks 
for  $5. 

In  addition  to  the  Ratings  &  Re- 
ports and  Summary-Index  sections, 
you  will  get  each  week  the  8-page  Se- 
lection &  Opinion  editorial  section  .  .  . 
plus  the  monthly  Special  Report  on 
"insider"  transactions  and  the  quar- 
terly Special  Report  on  mutual  fund 
transactions  issued  during  the  term 
of  your  subscription. 

BONUS  o  With  the  annual  or 

three-month  subscription,  Value  Line 

will  ship  to  you  immediately  the  2-vol- 

ume  Investors  Reference  Library, 

which  will  give  you  the  latest  full-page 

reports  on  all   1400  stocks  published 

prior  to  your  subscription. 

In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have 
already  had  such  a  4-week  subscription  with- 
in the  past  six  months. 


I      I  3-MONTH  TRIAL-S  44 


(13  EDITIONS) 


□  ONE  YEAR- $167 
(52  EDITIONS) 

Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  □  Bill  me 


$5 


□  FOUR-WEEK  TRIAL- 
(4  EDITIONS) 


Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 

Name  (please  print) 


Address 


AA 16-40 


City. 


.State. 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

The  Value  Line  Investment  Survey 
Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  East  44th  Street  •  New  York,  N.Y.  10017 

(No  assignment  of  this  agreement  will  be  made' without  subscriber's  consent.) 
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BEFORE  YOU  INVEST 
IN  MUTUAL  FUNDS 

WHY   NOT 
ASK    YOUR    INVESTMENT    DEALER    ABOUT 

KEYSTONE 


Keystone  S-4  is  for  the  invest- 
or who  seeks  higher  than 
average  capital  growth  possi- 
bilities, through  professionally 
selected  speculative  stocks, 
and  who  is  willing  to  assume 
higher  than  average  risks. 

FOR  FREE  PROSPECTUS 

Mail   coupon   below   to   Dept.  G-83 

THE  KEYSTONE  COMPANY 

50  CONGRESS  ST..  BOSTON.  MASS.  02109 
Name_ 


Address. 


How  to  start 

benefiting  from 

investment 

management 

with  as  little  as 

$5,000 


If  you  have  saved  or  acquired  $5,000  to 
$50,000,  you  naturally  want  to  make  your 
capital  grow.  But  you  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growth  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10- year  "performance  record," 
simply  write  Dept.  H-43. 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management    •    Incorporated  1936 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Panic  Valuations 


As  this  column  went  to  press,  in- 
vestors could  look  back — few  of  them 
without  a  deep  shudder  or  two — on 
over  ten  weeks  of  almost  unrelieved 
weakness  in  stock  prices.  The  Dow- 
Jones  industrial  averages  had  given 
up  all  of  the  gain  scored  between  the 
end  of  March  1968,  when  President 
Johnson  moved  toward  peace  nego- 
tiations, and  mid-December,  when 
the  Federal  Reserve  Board  initiated 
its  anti-inflation  campaign;  broader- 
based  price  indices  still  held  mod- 
erately above  their  March  1968  lows 
but,  like  the  Dow,  were  down  almost 
20%  from  last  year's  bull  market  highs. 
At  that,  they  seemed  to  understate 
the  damage  done  to  individual  in- 
vestors' portfolios:  Many  stocks — and 
not  just  junky  ones — had  dropped 
more  than  50%  from  recent  peak 
values,  and  unweighted  averages  sug- 
gested that  a  theoretical  portfolio 
holding  one  share  of  each  stock  listed 
on  the  New  York  Stock  Exchange  was 
worth  some  30%  less  toward  the  end 
of  July  than  it  had  been  only  seven 
months  earlier. 

Against  this  background,  the  ob- 
vious technical  indications  analysts 
usually  count  on  to  foreshadow  an 
imminent  turning  point  in  a  steep 
decline  finally  began  to  appear. 
Selling  became  acutely  climactic  in 
"breadth,"  with  day-to-day  declines 
among  issues  traded  on  the  NYSE 
outnumbering  advances  almost  10 
to  1.  It  was  the  most  severe  selling- 
climax  indication  in  breadth  so  far 
this  year  and,  being  the  sixth  such 
phase  in  the  retreat  from  the  1968 
highs,  stood  a  fair  chance  of  being  the 
last  one  prior  to  a  worthwhile  inter- 
mediate-trend recovery.  Day-to-day 
losses  in  individual  stocks  grew  un- 
usually wide  in  the  absence  of  spec- 
ific bad  news  (on  one  day,  the  aver- 
age drop  for  all  stocks  traded  on  the 
Big  Board  approached  3%),  trading 
volume  tended  to  rise  as  prices  fell, 
and  the  odd-lotters  continued  to  shy 
away  from  buying  more  stock — all 
symptoms  of  a  downtrend  in  its 
panicky  final  stage.  Moreover,  the 
decline  had  begun  to  meet  minimum 
postwar  bear-market  standards,  sug- 
gesting that  the  over-all  price  move- 
ment   should    have    entered    a    zone 

Mr.  Schulz  it  a  partner  in  the  New  York 
Slock   Exchange   firm   ol  Wolfe   &   Co. 


.where  the  base  for  a  new  bull  market 
can  unfold,  though  this  would  pre- 
sumably be  a  slow  and  at  times  un- 
comfortable process. 

Recess/on   Fears 

From  a  nontechnical  standpoint, 
too,  the  extent  and  degree  of  bear- 
ishness  reflected  by  the  violent  col- 
lapse seemed  to  have  become  exces- 
sive. Obviously  in  anticipation  of 
lower  corporate  earnings,  price/earn- 
ings ratios  were  being  marked  down 
steeply.  Near  800,  the  Dow  was 
going  for  about  13/4  times  prob- 
able 1969  earnings  (generally  es- 
timated at  $60-$62  "per  share").  This 
was  the  lowest  multiple  seen  since 
1957,  except  for  1966  when  it  fell  to 
12.9  at  a  time  of  nearly  universal  con- 
viction that  a  severe  recession  was  in 
prospect.  This  year's  markdown  in  the 
average  earnings  multiple  also  reflects 
recession  fears,  compounded  by  ap- 
prehensions over  a  squeeze  on  profit 
margins.  But  it  is  by  no  means  certain 
at  this  time  that  a  recession  will  ma- 
terialize, or  that  the  profit  margin 
squeeze  will  make  a  severe  dent  in 
over-all  corporate  earnings. 

What  is  a  recession?  The  common- 
ly accepted  definition  is  a  quarter-to- 
quarter  decline  in  gross  national  prod- 
uct over  a  period  of  at  least  two 
quarters,  with  a  one-quarter  contrac- 
tion (as  in  1967)  generally  labelled 
"mini-recession."  But  not  many  econ- 
omists envisage  even  a  single  quarter's 
downturn  in  GNP  during  the  next 
12  months.  So  far,  the  worst  that 
seems  to  be  in  the  cards  for  us  is  a 
slowdown,  that  is,  a  slower  rate  of 
expansion.  What's  more,  it  now  looks 
as  though  this  slowdown  will  not  be- 
come apparent  before  the  final  1969 
quarter — at  least  according  to  the 
Commerce  Department,  which  keeps 
official  track  of  the  GNP  statistics 
(and  whose  economists  have  all  along 
tended  to  underestimate  the  econ- 
omy's resilience).  According  to  the 
GNP  data  released  last  month,  the 
economy  grew  at  an  annual  rate  of 
7.2%  in  each  of  the  first  two  quarters 
of  1969  and  will  probably  grow  at  a 
slightly  higher  rate  the  third  quarter, 
with  the  fourth-quarter  maybe  slow- 
ing down  to  between  6%  and  652%. 

It  is  important  to  realize  that  the 
recent  high  growth  rates  reflect  price 
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increases  of  about  5%  and  "real" 
growth  of  only  somewhat  over  2%  per 
annum.  Anti-inflation  policy  presum- 
ably aims  to  slow  the  uptrend  in 
prices  to  23s  or  less,  but  many  ob- 
servers suspect  that  a  reduction  to 
3r<  will  be  difficult  if  not  impossible 
to  achieve  during  the  next  year.  If  so, 
simple  arithmetic  tells  us  that  "real" 
growth  would  have  to  turn  sharply 
negative — and  thereby  neutralize  the 
price  factor — for  GXP  in  current  dol- 
lars to  level  out  at  neither  growth  nor 
contraction.  Or  to  put  it  differently, 
the  standard  symptoms  of  recession — 
quarter-to-quarter  drops  in  GXP — 
probably  could  become  manifest  only 
if  prices  ceased  rising  altogether, 
which  seems  like  a  most  remote  con- 
tingency. And  if  the  uptrend  in  prices 
cannot  be  more  than  partly  sup- 
pressed, then  the  squeeze  on  profit 
margins  ( which  can  be  eased  also  by 
efficiency  gains  may  prove  to  be  less 
acute,  and  its  impact  on  total  earn- 
ings less  damaging,  than  most  in- 
vestors now  seem  to  fear. 

Excessive    Discounting? 

You  ma\  rightly  sa>  that  no  one  can 
tell  for  Mire  what  the  business  and 
profits  outlook  will  be,  say,  si\  months 
from  now.  True,  but  this  argument 
cuts  both  ways,  and  it  is  quite  pos- 
sible that  the  market  has  once  again 
sold  short  the  economy's  vitality  and 
excessively  advance-discounted  some- 
thin"  that  may  not  happen  at  all 
(most  recently  it  did  so  in  1966  and 
in  1962  I .  One  thing  pointing  in  this 
direction  is  the  unmistakable  insis- 
tence among  investors  on  equating 
slowdown  with  downturn  at  a  time 
when  the  extent  and  the  consequences 
of  a  slowdown  are  not  yet  realistically 
assessable  and  a  downturn  is  by  no 
means  a  foregone  conclusion. 

In  any  case,  panic  valuations  were 
so  prevalent  late  last  month  that  even 
a  recession  some  time  next  year  had 
probably  been  largely  discounted,  if 
!not  overdiscounted.  Especially  on 
•the  speculative  sector,  main  valua- 
i  tions  were  so  low  that  they  could  be 
justified  only  on  the  premise  that 
major  areas  of  the  economy  had  com- 
pletely run  out  of  long-term  growth 
potentials.  Even  if  this  premise  were 
[demonstrably  realistic,  earnings  mul- 
tiples for  some  stocks  had  fallen  to 
below -average  levels  that  seemed 
;  practically  irresistible,  given  virtually 
any  foreseeable  conditions.  Among 
the  more  dramatic  examples,  you 
might  investigate  AMK  Corp.,  Lykes- 
Youngstown,  and  Studebaker-Worth- 
'.ington,  for  which  some  analysts  cur- 
rently estimate  fully  dilated  1969  per- 
share  earnings  of  more  than  $3,  $2.50 
and  $4,  respectively.  ■ 
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NO-LOAD 
FUNDS 

(no  broker  fee) 

are  moving  far  in  front? 


Of  these  15  leading  No-Load  Funds  which  3  are 
See  the  current  AGFR  Report  for  the  dramatic 

far  in  front? 
mswer. 

AMER.  INVESTORS 
DREXEL  EQUITY 
ENERGY  FUND 
GIBRALTOR  FUND 
IVY  FUND 

JOHNSTON  FUND 
LOOMIS  SAYLES  CAP. 
MATES  FUND 
MATHERS  FUND 
NEUWIRTH  FUND 

NEW  HORIZONS 
ONE  WILLIAM  ST. 
PENNSYLVANIA 
SCUDDER  SPECIAL 
STEIN  ROE  STOCK 

® 


AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 

NOW  . . . GET  FULL  FUND 
COVERAGE  EVERY  MONTH 

under  the  experienced  supervision  of  Chas.  H. 
Thomas,  the  staff  of  AGFR  informs  you  briefly, 
concisely,  clearly,  exactly  how  to  manage  your 
funds ...  a  complete  profitable  guide  to  mutual 
fund  investment. 

MOST  ATTRACTIVE  FUNDS 

Each  month  the  top  performing  LOAD  and  NO- 
LOAD  funds  are  rated  for  your  immediate  action. 

SUPERVISED  LIST 

Continuing  appraisal  of  funds  pre-selected  for 
maximum  growth. 

NO-LOAD/LOW-LOAD  FUNDS 

Continuing  rating  of  these  dynamic  growth  funds. 

AGGRESSIVE  FUNDS  APPRAISAL 

Individual  funds  analyzed  in  depth  for  growth 
potential. 

MONTHLY  BUY/SELL 

RECOMMENDATIONS 

Specific  funds  are  selected  for  your  portfolio  ad- 
ditions and  deletions. 

PLUS:  Past  Performance  Records  *  Mo-Load 

Fund  Addresses  *  Mutual  Fund  Highlights* 

Current  Market  Comment. 


You  will  receive  all  these  continuing  reports  plus 
special  survey  of  selected  NO-LOAD  FUNDS  show- 
ing which  3  funds  are  far  outpacing  the  market. 


JUST  $1. 


AGFR  is  America's 
first  completely 
unbiased  newsletter 
keeping  you  fully 
informed  on  important 
changes  in  Aggressive 
Growth  Funds 
each  month. 


Chas.  H.  Thomas,  Inc.,  Dept.  F-33-69 
P.O.  Box  667,  Los  Alios,  Calif.  94022 

Gentlemen:    I    enclose    $1.    Please    send 
Current  AGFR  Report  plus  survey  of 
NO-LOAD  Funds. 


I 
I 
I 
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Growth 
industry  ^ 
Shares, 
inc. 


Since  1946 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen  . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  lor  copy  of  prospectus. 


Growth  Industry  Shares, Inc., Room  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


City 


YES... 

every  dollar  you  invest 

is  invested  for  you 

at  net  asset  value  without 

salesmen's  fees 
and  redemption  charge. 


A 


BEACON  HILL 
MUTUAL  FUND 


a  no-load  growth  fund 

75  Federal  St.,  Boston,  Mass.  02110 

Send  Prospectus  and  Data  on  Dividend 
Reinvestment  and  Periodic  Purchase  Plan. 


address  

city  &  state 


D  Sell  employed  retirement  plan  (Keogh).      F 


§ iiiiiiiiiiiiiiiiiiniiiiiiiiiii iiniiiiiiiiiiiii! iiiiiiiiniiiiiiiiiiiiiiiii niiiiiiiiiiniiiiiiiyi 

I  WARRANTS  ! 

g      move  faster  and  further  than  any  other  type  ot     I 
g     security — both  up  and  down.  Thus,  In  previous     § 
=      years,   General  Tire  &   Rubber  Warrants  moved      g 
g      from  4'/2  to  206  and  United  Air  Lines  Warrants      g 
g      from  4'/»    to    126  amid   a   host  of  similar  ex-      g 
g      amples,  white  a   Martin-Marietta  Warrant  skid-      g 
g     ded  from  46%   to  14s/,  with  plenty  of  down-     g 
g     side  company.  Since  the  outstanding  leverage  of 
|      Warrants  is  indisputable,  and  since  the  number 
1      of  actively-trading  Warrants  is  growing  rapidly — 
g      170  current'y  that  you  shou'd  kn-w  about — with 
g      more    top-flight    companies    Issuing    Warrants; 
g      AMK,  Gulf  &  Western,  Llng-Temco,  Loew's  etc. 
=     — you  should  know  what  Warrants  are,   which 
g      Warrants  trade  In  today's  market,  and  the  basic 
rules  for  recognizing  opportunities  In  Warrants 
g      (and  dangers)  when  they  occur. 
§      The  R.H.M.  Warrant  &  Stock  Survey  +  Stocks      I 
Under   10,   is  one  of  the   largest  and   most  re- 
spected   investment   services   covering   the   War- 
rant field,  with  more  than  two  decades  of  ser- 
vice to  investors  under  the  editorship  of  Sidney      g 
g      Fried,  a  name  associated  with  the  Warrants  field      g 
g      in  every  financial  center  of  the  western  world,      g 
g      Let  us  tell  you  how  our  service  approaches  devel- 
oping opportunities  in  Warrants,  in  the  general 
stock  market,  and  in  "Stocks  Under  10".  There 
g      is  no  obligation,  and  there  is  no  cost  for  this 
valuable  information,  yet  it  could  mean  a  great 
deal  to  you  in  the  active  markets  ahead.   For 
your  free  copy,  send  today  to  Warrants,   Dept. 
F  410,    R.H.M.    Associates,    220    Fifth    Avenue. 
New  York.  NY..  10001. 
itiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiniiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiip 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Guidelines 

Tms  has  been  a  most  unusual  period 
in  market  history,  partly  because  the 
chief  culprit  (the  money  and  credit 
background)  seems  to  be  passing  the 
point  of  major  impact  at  the  very 
time  speculative  disillusionment  is 
greatest.  Matter  of  fact,  the  specula- 
tive environment  is  now  quite  remi- 
niscent of  that  which  prevailed  at 
other  critical  times.  And  by  "critical" 
I  mean  the  climactic  periods  common- 
ly associated  with  the  end  of  a  down- 
swing, such  as  September  1957,  June 
1962  and  September  1966.  The  fact 
that  the  fall  of  these  years  proved  to 
be  major  turning  points  leads  me  to 
offer  some  general  guidelines  for  the 
period  ahead. 

•  In  my  opinion  we  have  been  un- 
winding the  1968  speculative  boom, 
which  means  that  many  of  the  market 
casualties  will  be  permanent;  and  that 
there  could  be  additional  upsetting 
news.  Under  the  circumstances,  there 
isn't  much  point  in  trying  to  project 
the  precise  bottom  of  the  averages. 
Apart  from  the  fact  that  the  key  issue 
is  almost  always  stocks  rather  than 
the  stock  market,  waiting  for  positive 
evidence  is  practical  insurance. 

•  Although  the  Federal  Reserve 
Board  industrial  production  index  has 
been  at  a  new  record  high,  I  believe 
the  business  trend  is  cyclically  turning 
down.  Yet  it's  a  reasonable  assump- 
tion that  the  economy  as  a  whole  will 
remain  on  a  plateau  and  be  surpris- 
ingly good  in  coming  months.  The 
1969-70  downturn  probably  will  be 
of  limited  proportions,  and  the  mar- 
ket always  turns  up  months  before 
earnings  turn  up. 

•  This  could  very  well  be  the  peak 
in  the  money  rate  cycle.  Eurodollar 
rates  are  declining,  and  this  was  the 
area  of  greatest  strain.  Also,  there  are 
hints  of  a  less  restrictive  policy  in  the 
near  future. 

•  There  will  be  an  entirely  new 
set  of  faces  on  the  hit  parade  when 
the  next  bull  market  starts.  .  .  .  The 
recovery  pattern  this  time  probably 
will  be  slower  as  well  as  different 
than  in  past  years.  .  .  .  None  of  the 
classic  signs  of  a  major  turn  are  here 
yet.  .  .  .  The  fear  of  European  cur- 
rency revaluation  and  devaluation  is 
probably  misplaced.  The  next  period 

Mr.  Lurle  la  ■  partner  In  tha  New  York  Stock 
Exchange  Arm  of  Josaphthal  *  Co. 


of  stress  won't  come  until  September 
and  it  probably  can  be  surmounted. 
.  '.  .  Peace  in  Vietnam  may  be  closer 
than  Wall  Street  realizes. 

How  does  one  apply  this  back- 
ground to  portfolio  policy?  I  would 
suggest  a  compromise,  which  means 
cash,  bonds  and  well-selected  common 
stocks.  Apropos  of  the  latter,  let  me 
tell  you  why  I  feel  that  Kaiser  Indus- 
tries common  represents  a  major  long- 
term,  capital  gains  speculation. 

The  Reasons  Why 

•  As  I  view  it,  the  Kaiser  In- 
dustries' management  philosophy  is 
unique  for  a  company  that  enjoys 
over  $800  million  of  direct  sales  and 
construction  volume,  plus  an  equity  in 
over  $1.3  billion  in  sales  of  partly 
owned  subsidiaries.  For  example,  few 
managements  would  have  undertaken 
the  development  of  a  major  Austral- 
ian iron  ore  deposit,  an  investment 
which,  incidentally,  recently  had  a 
market  value  of  about  $500  million 
as  against  a  cost  of  only  $22.2  million. 
Interestingly,  each  of  the  operating 
companies  are  guided  rather  than 
dominated  by  the  parent  company. 

•  In  a  sense,  the  Kaiser  group  of 
companies  represents  what  might  be 
termed  a  major  interest  in  the  world's 
natural  resources — witness  the  fact 
that  over  60$  of  last  year's  consoli- 
dated earnings  came  from  activities 
other  than  manufacturing  and  con- 
struction. Equally  interesting,  each  of 
these  natural  resource  operations  ap- 
pears to  have  an  above-average  raw 
material  and/or  competitive  position. 

•  For  years,  Kaiser  Industries  has 
been  what  might  be  termed  a  highly 
leveraged  company,  not  only  as  a  re- 
sult of  heavy  parent  company  debt, 
but  because  of  the  large  senior  secu- 
rity position  ahead  of  the  company's 
equity  ownership  in  the  publicly 
owned  operating  subsidiaries.  The  lat- 
ter condition  is  still  true,  but  the 
parent  company  is  bringing  its  debt 
into  more  manageable  proportions. 
For  example,  by  the  end  of  1969  the 
parent  company's  long-term  debt  and 
revolving  bank  loans  should  be  rough- 
ly $100  million,  as  compared  with 
$164  million  four  years  earlier. 

•  Kaiser  Industries'  reported  earn- 
ings may  be  in  the  area  of  $1.25  per 
share    this    year,    as    compared   with 
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S1.39in  1968  (adjusted  for  a  recent 
2%  stock  dividend).  In  addition,  the 
company's  equity  in  the  undistributed 
earnings  of  Kaiser  Aluminum  and 
Kaiser  Cement  added  about  45  cents 
per  share  to  last  year's  results  and 
should  add  at  least  50  cents  to  1969 
profits.  Thus,  there's  a  comfortable 
relationship  of  price  to  earnings  on  a 
sophisticated  analytical  basis,  partic- 
ularly when  considered  in  light  of  the 
prospect  that  earnings  could  increase 
between  508  and  1003!  during  the 
next  three  years. 

•  There  appears  to  be  growing 
market  recognition  of  the  fundamental 
fact  that  Kaiser  is  a  major  corporate 
enterprise,  not  just  a  family  holding 
company:  witness  the  fact  that  the 
discount  between  net  asset  values 
(taking  the  companv's  stock  invest- 
ment in  the  publicly  owned  com- 
panies at  market,  others  at  book)  and 
Kaiser  Industries'  market  price  has 
narrowed  during  the  past  five  years. 

•  In  my  opinion,  the  multiple  ac- 
corded Kaiser  Industries'  earnings  will 
increase  in  coming  years,  and  the  dis- 
count from  asset  value  should  de- 
crease. All  ot  which  can  translate  into 
a  capital  gains  potential  if  my  assump- 
tion of  a  generally  prosperous  world 
is  correct.  The  growing  sophistication 
ot  the  security-buying  community 
should  lead  to  recognition  of  the  un- 
derlying  pluses  in  the  various  operat- 
ing divisions.  And  the  possibility  ol  an 
earnings  "explosion"  next  year  in 
Kaiser  Steel,  the  most  important  of  all 
the  Facets  <>t  the  business,  should  locus 
attention  on   the  corporate  potential. 

Peace  Beneficiary 

In  the  market,  this  is  the  time  of 
wear  when  new  model  excitement 
Usual!)  begins  to  develop.  Further- 
more, there  is  little  question  but  that 
each  ot  the  automatic  big  Three  has 
the  potential  of  a  new  profits  record 
sometime    in    the   earl)     1970s,    when 

trend  demand"  should  be  some  20% 
higher  than  currently.  Lastly,  with 
each  now  selling  in  the  historically 
low  end  ot  their  multiple  range,  com- 
ing earnings  reports  could  prove  an 
anticlimax.  This  year  was  destined  to 
be  an  off  year  because  of  the  absence 
of  last  xear's  inventory  build-up. 

On  a  long-term  inv  estment  basis,  it 
seems  to  me  that  a  case  can  be  made 
for  interest  in  General  Motors.  Simi- 
larly, the  fact  that  the  European  mar- 
ket has  been  and  will  continue  to 
glow  faster  than  the  domestic  market 
is  a  special  plus  for  Ford.  Incidentally, 
it  seems  to  me  that  the  automobile 
industry  will  be  a  direct  beneficiary 
of  any  change  for  the  better  in  the 
inflation  background.  Besides,  isn't  it 
still  true  that   the  auto  stocks  are  a 

natural''  peace  beneficiary?  ■ 


256th  COMMON  DIVIDEND 

A  regular  dividend  of  Fifty  Cents  (50<)  per 
share  has  been  declared  upon  the  Common 
Stock  of  American  Brands,  Inc.,  payable 
in  cash  on  September  2,  1969,  to  stock- 
holders of  record  at  the  close  of  business 
August  8,  1969.  Checks  will  be  mailed. 

C.  A.  Mehos,  Treasurer 
July  29,  1969 


PRODUCTS  OF 
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ANNOUNCING: 

New  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA  FUND* 

Objective:  Capital  Appreciation.  The  Fund  will  seek  capital  growth 
in  any  industry  but  its  initial  portfolio  consists  largely  of  securities 
of  companies  engaged  in:  Real  Estate  •  Natural  Resources 
Development  •  Scientific  and  Technological  Research  and 
Development  •  Consumer  Services 

No  Sales  Charge 

___  —  -._  —  —Mail  coupon  for  free  prospectus  ••■■—■■■i*«» 


Rowe  Price  New  Era  Fund,  Inc., 
One  Charles  Center,  Depl.  C, 
Baltimore,  Maryland  21201  (301)  539-1992 

Name 


Address. 
•     City 


State Zip  Code. 
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»Mt.  |nvestments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave.,  NYC.  10017    Dept.  C 

Phone:(212)679-2700 

NAME 


ADDRESS. 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
of  10.5%  net   and  higher. 

mexletter 

INVESTMENT  COUNSEL-HAMBURG"  165 
MEXICO  6,  D.F.    TEL.  114306 


COMMODITY    TRADERS! 

Send  $1  for  chart  and  next  5  issues  of 

COMNODEX 

Alert  traders  look  to  COMMODEX  for  needed  dally 
technical  information.  They  know  that  COMMO- 
DEX is  the  only  service  that  airmails  trend  and 
daily  indices  of  fast-moving  futures  markets  after 
each  day's  close.  COMMODEX  gives  early  "buy" 
and  "sell"  signals  in  grains,  sugar,  fats  and  oils, 
cocoa,  copper,  silver,  bellies,  etc.,  with  amazing 
accuracy.  COMMODEX  3-color  charts  help  you 
time  your  trades  with  greater  confidence  and 
success.    Send   $1  today  for  5-day   trial. 


MANAGED  ACCOUNTS— Personal  manage- 
ment under  limited  power  of  attorney  Is  avail- 
able for  accounts,  trading  in  commodity  fu- 
tures. The  solicitation  of  clients  Is  made  only 
through  the  offering  circular,  copies  of  which 
may  be  obtained  from  the  undersigned  except 
in  those  states  wherein  the  undersigned  is  not 
legally  qualified. 

COMMODITY  FUTURES  FORECAST 

90  W.  B'woy,  New  York  7,  BA  7-6484 


COMMODEX 

90  West  Broadway,  New  York  7,  BArclay  7-6730 


STOCK  TRENDS 

By  Martin  T.  Sosnoff 


Requiem  For  The  Performanceniks 


If  you  expect  to  find  suggestions 
for  a  half-dozen  stocks  to  buy  in  this 
column,  you  can  forget  it.  All  you're 
going  to  get  is  the  scenario  for  the 
next  few  months.  You  can  still  enjoy 
the  summer;  it  will  take  one  phone 
call  to  your  broker.  If  you  own  any- 
thing gamier  than  the  big  T,  cut 
back.  Sell  out  all  your  ragamuffins 
even  if  the  closest  bid  is  10%  down. 
If  your  broker  tries  to  talk  you  out 
of  selling,  tell  him  you  are  going  to 
bury  him  if  the  order  isn't  executed 
in  exactly  four  minutes.  If  all  you 
own  is  Telephone,  don't  be  so  smug, 
either.  They  are  going  to  mark  you 
down,  too.  You  will  see  why  later,  but 
at  least  you  will  be  around  for  the 
ball  game  when  it  starts  again. 

A  Market  Panic? 

The  reasons  they  give  you  for  the 
market  break  are  so  much  hot  air. 
Interest  rates  at  historic  highs;  cor- 
porate earnings  for  industrials  headed 
down;  the  war  dragging  on.  The 
causes  are  even  more  fundamental.  If 
you're  a  bull  and  you  think  the  Re- 
publicans and  the  Fed  are  going  to 
bail  you  out  when  the  blacks'  unem- 
ployment rate  rises  a  point  or  two,  you 
are  in  trouble.  Surely  the  war  will 
peter  out  in  a  year  or  so  and  the  bond 
market  will  rally,  but  the  stock  mar- 
ket follows  its  own  music.  The  music 
is  likely  to  be  a  dirge  and  Trinity 
Church  undoubtedly  will  have  a 
memorial  service  for  all  the  money 
managers  still  caught  up  in  the  bull- 
market  psychosis  that  has  stretched 
benevolently  over  most  of  the  Sixties 
like  a  silken  shawl.  The  sermon  will 
be  the  punch  line  from  Shelley's 
"Ozymandias":  "Look  on  my  works, 
Ye  Mighty,  and  despair." 

There  will  be  an  endless  stream  of 
portfolio  managers  flushed  out  into 
New  York  Bay,  mumbling  about 
higher  wood  product  prices,  thou- 
sands of  nursing  homes  and  a  flotilla 
of  Boeing  747s  carrying  millions  of 
tourists  to  Hawaii  via  United  Air 
Lines.  As  the  tide  carries  our  boys 
through  the  Narrows,  you  will  hear 
the  young  bobbing  heads  calling  to 
each  other  such  names  as  Computer 
Technology,  Fanny  Mae,  Four  Sea- 
sons, Parvin/Dohrmann. 


A  guest  columnist,  Mr.  Sosnoff  is  a  general  partner 
with  Atalanta  Partners. 
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What  am  I  saying?  Simply  that 
the  professionally  managed  money  is 
a  letdown.  Somewhere  between  $50 
billion  and  $100  billion.  What  is  go- 
ing to  happen?  That  white-haired 
farmer  working  12  hours  a  day  in 
Nebraska  raising  feed  stock  is  going 
to  open  the  Sunday  paper  soon  and 
see  the  fund  he  has  been  putting  his 
savings  into  is  down  30%.  When  the 
life  insurance  salesman  who  sold  him 
the  fund  makes  another  call,  he  is 
going  to  get  his  teeth  kicked  in.  New 
fund  sales  for  the  mutual  fund  in- 
dustry are  going  to  dry  up  and  the 
ratio  of  redemptions  to  assets  under 
management,  already  rising,  is  going 
to  boom.  I  realize  that  sales  are  al- 
ready down,  but  we  haven't  seen 
anything  yet.  The  industry  that  rarely 
has  a  cash  reserve  of  more  than  7% 
is  going  to  be  caught  short.  Fund 
managers  are  going  to  get  a  crisp 
note  from  the  head  man:  "Raise  your 
cash  reserves  by  10%  effective  imme- 
diately. No  exceptions." 

The  Polite  Buyers 

This,  then  is  the  score  for  the 
market  panic  I  see  coming.  It  may 
not  come  for  sure,  but  I  think  the 
odds  are  even  money.  The  perform- 
anceniks aren't  going  to  be  able  to 
sell  the  land  companies,  the  hospital 
stocks,  the  crazy  franchisers.  All  the 
great  plays  of  the  last  cycle  are  over. 
The  airlines  were  finished  two  years 
ago  and  the  building  group  is  through 
for  a  time,  too.  Forget  about  capital 
goods  stocks  and  all  the  industrials. 
It's  still  too  early  for  the  utilities.  I 
can't  see  consumer  demand  holding 
up,  so  there  is  no  case  for  the  big 
daddies — the  chemicals,  steels,  autos. 

There  aren't  going  to  be  any  block 
buyers  for  the  hot  merchandise  of 
yestermonth,  so  the  boys  are  going 
to  have  to  sell  the  real  goods,  the 
good  stocks,  $5  billion  to  $10  billion 
worth,  to  the  polite  buyers — the 
banks,  insurance  companies  and  pen- 
sion funds.  Which  means  that  big 
growth  stocks  are  going  to  be  distrib- 
uted, including  even  American 
Telephone  and  Xerox,  Polaroid  and 
IBM,  too.  The  fund  manager  is  not 
going  to  care  what  it  costs  to  get  out 
of  his  mistakes.  He  won't  have  much 
choice  when  he  needs  liquidity,  and 
need  it  he  will:    Not  only  has   the 
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majority  of  funds  untie/performed  the 
averages  this  year,  but  the  managers 
are  unruffled  in  the  belief  that  the 
brokers,  r.long  with  the  fund  distrib- 
utors, are  going  to  keep  on  selling 
their  goods  for  those  tremendous 
reciprocal  commissions.  I  am  betting 
on  my  Nebraska  fanner.  After  punch- 
ing that  life  insurance  salesman  in  the 
nose,  he  is  going  to  keep  his  hands 
in  his  pockets. 

Meanwhile,  the  polite  accumulators 
of  equities  stand  by  in  their  crash 
helmets.  After  sleeping  like  Rip  Van 
Winkle,  the  pension  funds,  banks  and 
insurance  companies  are  rubbing 
their  eyes.  They  have  been  marked 
down  20'?  or  more  on  fixed-income 
portfolios  while  the  stock  market  ex- 
ploded upward  in  growth  stocks. 
Now  rallying  around  the  Ford  Foun- 
dation's cry  for  informed  speculation, 
they  are  demonstrating  all  the  cau- 
tious audacity  they  can  muster  by  in- 
creasing equity  ratios  above  50%  for 
the  first  time  this  century-.  They  buy 
growth  stocks. 

No    Immunity 

Only  the  growth  stocks  aren't  going 
to  be  immune,  either.  They  can  have 
their  surprises  and  they  do.  Remem- 
ber a  few  years  ago  when  the  Wat- 
sons were  sweating  out  their  total  bet 
on  the  360  Series?  Wall  Street  was 
sleeping  then,  and  it  may  be  sleeping 
now,  this  time  a  euphoric  rather  than 
a  troubled  sleep.  Earnings  estimates 
for  IBM  are  as  far  apart  as  20%  for 
next  year,  ranging  from  $9  to  $11 
a  sb-.ire,  and  that  leaves  plenty  of 
room  for  bad  news  as  well  as  for  good 
news.  Remember  this:  When  you  are 
talking  about  IBM  you  are  talking 
about  a  capital  goods  stock.  Capital 
goods  stocks  don't  move  on  what  their 
companies  are  doing  now.  They  move 
on  what  they  will  be  doing  next  year 
— on  their  order  books,  that  is.  What 
do  IBM's  order  books  look  like?  The 
company  isn't  saying  except  in  the 
most  general  terms.  Will  somebody 
please  tell  me  what  kind  of  immunity 
that  will  buy  in  a  general  bear  mar- 
ket? And  if  IBM  doesn't  have  it,  who 
does? 

And,  so,  with  their  growth  stocks, 
the  chances  are  the  pension  and  in- 
surance boys  will  lose  20%  off  the 
top  on  equities  this  round  while  the 
bond  market  plays  counterpoint  and 
booms.  Everyone  is  buying  IBM,  but 
I  am  reading  Sidney  Homer's  great 
book,  The  History  of  Interest  Rates. 
All  I  did  was  call  up  Salomon 
Brothers.  I'm  a  customer  and  they  sent 
me  a  free  copy.  It  tells  you  about  the 
panics  in  the  world  over  a  couple  of 
thousand  years,  how  inevitable  they 
are — and  how  interest  rates  never 
stay  high  in  the  sky.  ■ 


INVESTMENT 
MANAGEMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks  -  the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -  we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and' 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 

Sf%  AR  &STAFRINC 

Investment  Management  Division    Dept.  MF-815 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ , 


Name. 


Address. 


.  State. 


Zip. 


■Amrriran  JlmirBttira  JFituft,  jlnr. 

American  Investors  Fund,  Inc. 

Find  out  about — 

A  diversified  mutual  fund  with  growth  possibilities 
as  its  primary  objective. 

No  Sales  Charge— 

100%  °f  your  money  is  invested — none  goes  to  pay 
salesmen. 

No  Redemption  Charge. 

Investment  diversification  and  professional  manage- 
ment for  your  investment  dollars.  Send  for  the  free 
Prospectus. 


AMERICAN    INVESTORS   FUND 

P.O.  Box  2500 

Greenwich,  Connecticut  06830 

Name 


XF-17 


Street 
City  .  . 


State. 


.Zip. 
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ARE  NO-LOAD 
FUNDS  A  BARGAIN? 

Let  FundScope's  exclusive  report  show  you 

Of  314  mutual  funds  surveyed,  53  charge  no  sales  commission,  while  the  rest  make  a 
sales  charge  of  1%  to  8.85%.  From  the  standpoint  of  getting  your  dollar's  worth, 
FundScope  compares  BUYING  COST  (sales  commission)  with  PERFORMANCE  RESULTS 
and  comes  up  with  some  very  significant  information.  It  shows  that  for  our  latest 
tabulated  12  month  period,  among  the  TOP  25  funds,  8  are  No-Load  funds  ...  for  the 
latest  5  year  period,  20  of  the  TOP  25  are  Load  funds  and  5  are  No-Load  funds.  FUND- 
SCOPE  NAMES  THESE  FUNDS.  In  addition,  you'll  see  exactly  how  the  5  top  No-Load  funds 
compare  with  the  5  top  Load  funds  in  10  year  growth  performance  results ...  and  how 
the  "Go-Go"  performance  No-Load  funds  compare  with  "Go-Go"  Load  funds. 

You'll  see  for  yourself  how  No-Load  funds  and  Load  funds  compare  for  GROWTH  .  .  . 
for  INCOME  ...  for  STABILITY  in  both  rising  market  periods  and  declining  market 
periods. 

Packed  with  factual  data,  FundScope's  exclusive  report  reveals  which  No-Load  funds 
are  a  "bargain"  and  which  are  expensive.  Learn  how  to  avoid  "hidden  costs"  and  make 
a  purchase  of  mutual  funds  a  bargain  ...  not  false  economy. 

Why  should  a  New  York  Stock  Exchange  broker  sell  you  a  No-Load  fund  that  will  pay 
him  no  commission?  What  should  investors  look  for  regarding  "redemption  fees"?  Are 
expense  ratios  significant  to  investors?  Is  the  type  of  fund  you  choose  important? 
Which  funds  have  a  "Keogh  Plan"?  FundScope  answers  these  and  many  other  questions 
designed  to  help  you  avoid  the  pitfalls  that  trap  so  many  uninformed  investors. 

If  your  goal  is  successful  performance  from  mutual  funds,  let  FundScope  provide  you 
with  these  facts.  NO  OTHER  PUBLICATION  IS  LIKE  FUNDSCOPE.  IT  PRESENTS  INFORMA- 
TION NOT  AVAILABLE  ANYWHERE  ELSE-AT  ANY  PRICE.  Before  you  make  any  important 
decisions  regarding  mutual  funds,  you  owe  it  to  yourself  to  see  why  each  month  over 
25,000  investors,  brokers  and  money  managers  from  every  state  and  48  foreign  nations 
read  FundScope.  Now  in  its  11th  year,  this  independent  mutual  fund  bible  helps  point 
the  way  toward  more  intelligent  investing.  FUNDSCOPE  COVERS  375  MUTUAL  FUNDS. 
THIS  IS  BY  FAR  THE  MOST  COMPREHENSIVE  REGULAR  COVERAGE  AVAILABLE  TO  THE 
PUBLIC.  Whether  you  want  to  see  exactly  how  your  fund  performed  as  compared  with 
others,  or  you  want  more  facts  before  you  consider  buying,  selling  or  switching  any 
funds,  you'll  find  exclusive  unbiased  material. 

SPECIAL  OFFER  (New  trial  subscribers  only) 
Send  just  $14  for  a  3-month  trial  subscription  to  FundScope  including: 

A.  The  August  issue  which  brings  you  right  up  to  date  on  mutual  fund  performance  for 
the  first  half  of  '69  and  the  past  12  months.  Highlights  "Go-Go"  funds,  and  features 
a  special  article  "ARE  MUTUAL  FUNDS  SAFE  FROM  LARCENY?" 

B.  The  September  issue  featuring  results  of  Systematic  Investing  (Dollar  Cost-Averag- 
ing). Shows  "HOW  TO  USE  A  MARKET  DECLINE  TO  MAKE  MONEY  WITH  MUTUAL 
FUNDS."  This  exclusive  issue  thoroughly  examines  the  advantages  and  the  dis- 
advantages of  Systematic  Investing  in  both  "bull"  and  "bear"  markets. 

C.  The  dynamic  October  issue  that  shows  the  top  performers,  above-average  and  below- 
average  performers  for  each  successive  5-year  period  in  the  past  20  years  (a  total 
of  16  periods).  Enables  you  to  see  the  relatively  consistent  top  performers. 

PLUS  4  BIG  BONUSES 

1.  ARE  NO-LOAD  FUNDS  A  BARGAIN?  A  special  32  page  reprint  from  FundScope's 
famous  January  issue  comparing  No-Load  Funds  with  Load  Funds. 

2.  1969  MUTUAL  FUND  GUIDE.  Published  each  April,  this  indispensable  book  contains 
308  pages  of  vital  data  on  375  funds.  Included  are  their  addresses  and  valuable 
performance  and  statistical  information.  (This  Guide  alone  sells  for  $10.) 

3.  COMBINING  MUTUAL  FUNDS  AND  LIFE  INSURANCE  FOR  FINANCIAL  SECURITY.  A 
special  reprint  that  shows  the  workings  of  these  combination  packages. 

4.  KEOGH  IS  FOR  YOU.  An  in-depth  8  page  reprint  that  thoroughly  covers  the  plan's 
35  main  points  as  well  as  advantages  and  disadvantages. 

ACT  NOW:  Mail  your  $14  today,  or  if  you  prefer  the  above  offer  with  a  full  14-month 
subscription,  send  $39.00  (10  day  returnable  guarantee).  Include  ZIP. 

ClinnCrnilC    DePt-    F-97,     Gateway  East 
rUIIUulfUrC    century  City,  Los  Angeles, Cal  90067 


READERS  SAY 


(Continued  from  page  19) 

sanitation.  Disraeli  wearied.  He  changed  - 
the    Latin    phrase.    "Vanitas    vanitatum. 
omnia  vanitas"  ( vanity  of  vanities,  all  is 
vanity)    to    "Sanitas    sanitatum,    omnia 
sanitas." 

Whereupon  one  enterprising  London 
manufacturer  of  disinfectants  named  his 
product  "Sanitas."  a  personal  antiseptic 
still  on  the  market  today. 

— Arthur  Jones 
London.  England 

Sir:  Amen!  I  have  pounded  this  drum 
for  years  maintaining  the  absorption  of 
French,  Spanish  or  even  German  would 
be  far  more  useful  in  today's  mobile 
world.  The  exception  being  in  language 
research.  However,  I  fully  expect  you 
will  get  your  ears  verbally  "boxed"  for 
this  opinion  from  the  Ivory  Tower  dwel- 
lers. I  have. 

— Richard  G.  Ericsen 
Modesto.  Calif. 

Setting  a  Poor  Example 

Sir:  I  refer  to  your  item  on  p.  59  of 
the  June  1  issue  regarding  possible  new 
legislation  covering  one-bank  holding 
companies,  in  which  you  cite  S&H  as  an 
example  of  the  kind  of  company  that  is 
the  primary  target  of  these  proposals.  We 
feel  your  choice  is  a  poor  one.  By  all  the 
standards  we  know,  The  State  National 
Bank  of  Conn.,  our  subsidiary,  is  a 
"small"  bank.  It  hardly  compares,  with 
its  total  assets  of  $339  million,  to  the 
"big"  banks  whose  assets  often  run  into 
the  billions. 

Ownership  of  such  relatively  small 
banks  by  large  corporations  has  been 
part  of  America's  financial  system  for 
years.  It  has  been  scrutinized  before  by 
Congress,  which  has  always  found  no 
need  for  further  regulation. 

— Peter  J.  Reynolds 

Public  Information  Representative 

The  Sperry  &  Hutchinson  Co. 

New  York,  N.  Y. 

Something   Missing? 

Sir:  If  Art  Linkletter  (Forbes,  July 
15)  "has  built  himself  a  personal  for- 
tune of  close  to  $20  million"  and  "places 
about  $15  million  in  new  money  into 
investments  every  year,"  didn't  Forbes 
omit  either  a  digit  or  a  decimal  point? 
— Buell  R.  Snydih 
Beachwood.   N.J. 

The  $15  million  includes  a  large  dollop 
of  other  people's  new  money — Ed. 

Spread  the  Risk 

Sir:  The  point  that  never  seems  to  be 
considered  is  that  giving  the  right  to 
vote  at  age  18  ( Fact  6  Comment. 
July  15)  doesn't  mean  that  even  25S 
of  them  will  get  to  cast  their  first 
vote  at  18 — simply  because  there  are  no 
annual  elections.   If  enough   attention  is 
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civen  to  the  "spread  of  the  risk'"  over  the 
tour  years  involved  [from  age  18  to  age 
21].  then  it  won't  seem  to  he  such  an 
undesirable  class  of  insurance  for  our 
country's  future  leaders. 

— Cliff   Boatman 
Corinth.  Miss. 

Sik:  To  bear  arms  for  his  country  and 
perhaps  die  for  it  is  one  of  the  high  ex- 
pressions of  citizenship,  even  though  11 
may  not  require  much  judgment,  or 
even  a  sufficient  sense  of  values  to  war- 
rant the  privilege  of  voting  for  one's 
commander-in-chief.  Our  founding  fa- 
thers took  quite  a  dim  view  of  "taxation 
without  representation"  and  I  don't 
really  l>elieve  they  placed  more  value  on 
their  treasure  than  their  lives. 

— Richabd  C.  Brown 
Owosso.  Mich. 

Sin:  .  .  I  have  very  definite  feelings  that 
instead  of  the  voting  age  being  lowered 
it  should  be  raised,  and  that  there  is  no 
substitute  for  experience  particularly  in 
business  and  paying  taxes. 

— 7a  non  C.  Hansen 
Chairman 

Mack    Trucks    Inc. 
Allentown     Pa. 

Seeing  Things 

Sin:  \nd  it  must  have  been  the  uisce 
bcathu  he  was  sipping  that  had  your 
editor  imagine  he  s.iw  corn  and  torn. dues 

growing  in  Ireland   i  N«/<    Lines,  An. 

Neither  would  flourish  in  the  sainted  isle 
until  strains  have  been  developed  that 
require  more  rain  than  sunshine. 

—A.  J.  O'Brien 

Middlesex       N.J. 

Perhaps  they  will  grow  if  watered  with 
nisi  e  beatha. — Ed. 

The  Site  of  North  Dakota 

Sir:  "Forbes  announces  a  new  circu- 
lation rate  base  of  625,000."  The  U.S. 
Census  announced  an  estimate  of  popu- 
lation of  North  Dakota  at  625,000.  Your 
circulation  is  equivalent  to  the  popula- 
tion of  the  whole  state  of  North  Dakota. 
— Bruce  L.  Bartch 
Director, 
North  Dakota  Business  &  Industrial 
Development  Department 
Bismarck,  N.D. 

After  the  3-for-2 

Sir:  Crown  Zellerbach's  earnings  per 
share  in  1967  were  $3.16,  not  $2.11  as 
you  report  in  your  July  15  issue.  This 
was  8%  lower  than  the  $3.44  earned  in 
1966.  Earnings  for  1968  were  $3.83  a 
share,  up  21%  from  1967. 

— Donald  L.  Winks 

Assistant  Director  of 

Corporate  Communications, 

Crown  Zellerbach  Corp. 

San  Francisco,  Calif. 

Forbes  followed  its  usual  practice  of 
restating  the  earnings  figures  to  reflect  a 
[subsequent  3-for-2  stock  split — Ed. 


What  is  your 

investment  goal? 

If  it's  growth  possibilities, 

If  it's  growth  possibilities  and 

consider .  .  . 

income,  look  into  .  . . 

Hj    Fidelity  Trend  Fund 

Fidelity  Fund 

\Z\     Fidelity  Capital  Fund 

Everest  Fund 

■                     Dow  Theory 

If  it's  income,  think  about . . . 

Investment  Fund 

Puritan  Fund 

Ask  your  investment  dealer 

or  a  free  prospectus,  or  check  fund(s) 

that  might  interest  you  and 

send  this  coupon  to:  Dept.  FO                   ! 

THE  CROSBY  CORPORATION 

225  Franklin  St..  Boston,  Ma 

ss.  02110                                                        J 

\  W1F 

J            ADDRFSS 

CITY 

STATE                             ZIP  CODE 

Th^ J 

Fidelity  Group 
ofMutual  Funds 


13  II  h  IHtitlenil 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 

Consecutively  Paul 

For  102  Years 

A  quarterly  dividend  of  sev- 
enty cents  (70*)  a  share  will 
be  paid  on  September  12, 
1969,  to  stockholders  of  rec- 
ord August  15,  1969. 

W.  IRVING  OSBORNE,  JR. 
Chairman  and  President 

Divisions 
Transportation  Equipment 
Pullman-Standard 
Trailmobile 
Transport  Leasing 
Engineering/Construction 
The  M.  W.  Ke//ogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 

The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico! 
Unimaiion,  Inc. 
Berry  Metal  Company 


T.  ROW E  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FOND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I   T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Dept.B 
Baltimore,  Md.  21201 

I 
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She's  being  punished... 
She  has  to  go  out  and  play 


Photo  contributed  by  Daniel  Ransohol 

Many  children  in  our  cities'  slums  have  nowhere  to  play  but  filthy  alleys  and  littered  streets.  Your  United  Wa 
gift  helps  support  organizations  that  provide  recreation  and  guidance  for  thousands  of  deprived  children.  Please  hel| 
make  play  time  fun  for  them,  not  punishment.Your  fair  share  gift  works  many  wonders  >/  THE  UNITED  WA) 

28.4  million  families  benefit  from  child  care,  family  service,  youth  guidance,  health  programs,  disaster  relief  and  services  for  the  Armed  Forces  through  31,500  United  Way  agencies.  § 


Trends 

&  Tangents 


(Continued  from   page  14) 

don.  are  selling  in  more  than  1,500 
stores  in  and  around  Los  Angeles, 
and  East  Coast  marketing  of  the 
product  is  beginning  now.  "The 
success  of  Fancy  Pants  versus  the 
failure  of  other  consumer  paper 
apparel  is  that  this  item  serves  a 
function  and  the  others  were  just 
fads."  says  a  spokesman  tor  Stev- 
ens-Bolt. "The  nonwoven  industry 
should  be  a  half-billion-dollar  in- 
dustry in  three  years,  including 
hospital  and  industrial  garments." 

Hardly  Horsing  Around 

The  horse  may  never  regain  the 

ground  it  lost  to  the  horseless 
carriage,  but  current  figures  for 
suppliers  to  the  horse  industry  sug- 
gest a  comeback.  Compared  with 
the  $32.3-billion  automotive  indus- 
try, it  may  seem  paltry,  but  an) 
•S5.5-billion  industry  is  more  than 
just  horsing  around.  Breeding  and 
racing  still  comprise  the  greatest 
percentage  of  horse-related  goods 
and  services,  according  to  Noon's 
Guide  to  tin  Equine  Market,  1969- 
70.  Hut  American  affluence  and  in- 
creased leisure  time  must  be  given 
credit,  too.  According  to  author 
Peter  Noon.  "The  whole  market  in 
the  past  2<>  years  lias  shitted  from  a 
business  industry  to  a  pleasure  in- 
dustry. Horses  are  pets  lor  more 
and  more  people." 

Beware   the   Backlash 

U.S.  oil  companies  are  muttering 
that  it  Congress  wn-s  through  with 
its  threat  to  trim  the  oil  depletion 
allowances  and  other  industr)  tax 
breaks.  the\  may  be  forced  to  raise 
gasoline  prices  once  again,  after 
years  of  such  increases,  tint  such  a 
move  could  also  backfire.  It  could 
cause  New  England  congressmen 
to  press  all  the  harder  for  lower- 
ing the  bars  against  the  importa- 
tion of  more  low-priced  foreign  oil, 
now  kept  out  by  the  ten-year-old 
U.S.  quota  system. 

Two-Price  Policy 

Publishers  of  scientific  journals 
are  managing  to  swell  their  rev- 
enues by  jacking  subscription 
prices  to  the  growing  number  of 
U.S.  libraries.  For  example,  a  sub- 
scription to  the  organic  chemistry 
journal  Tetra  Hedron  costs  a  li- 
brary $225,  an  individual  only  $20. 
The  American  Chemical  Society 
charges    libraries     $1,050    for    its 


What  is  Your 
Investment  Objective? 


SUPERVISED  INVESTORS 
SUMMIT  FUND,  INC. 

Designed  for  the  person  seek- 
ing an  aggressive  approach  to 
investing  and  willing  to  accept 
the  greater  risks  that  accompany 
the  possibilities  of  greater  gain. 


BALANCED  INCOME 
FUND,  INC. 

A  Mutual  Fund  that  seeks  cur- 
rent income  and  capital  growth 
possibilities. 


TECHNOLOGY 
FUND,  INC. 

Seeks  to  make  your  money  grow 
by  investing  in  companies  which 
management  believes  will  ben- 
efit from  new  technologies. 


SUPERVISED 

INVESTORS 

GROWTH  FUND,  INC. 

A  Mutual  Fund  that  invests  in 
securities  selected  for  capital 
growth  possibilities. 


MAIL  THIS  COUPON  OR  PHONE  FOR  PROSPECTUSES  AND  COMPLETE  INFORMATION 


SUPERVISED  INVESTORS  SERVICES,  INC. 

120  S.  La  Salle  St.,  Chicago.  III.  60603- Fl  6-3223 
115  Broadway,  New  York,  N.Y.10006-RE  2-8356  F 

1901  Ave.  of  the  Stars,  Los  Angeles,  Cal.  90067-277-8344 

Please  send  me  the  Prospectuses  and  Complete 
Information  on  the  Mutual  Funds  checked  at  the  left. 
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SUPERVISED 
INVESTORS 
SUMMIT  FUN0,  INC. 

SUPERVISED 


□    »urtnvi>tu 
INVESTORS  GROWTH 
FUND.  INC. 
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□ 

D 


TECHNOLOGY 
FUND,  INC. 

BALANCED  INCOME 
FUND,  INC. 
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Invest  in 
Over-The-Counter 
Securities  Through 
A  Mutual  Fund 


OVER-THE-COUNTER 
SECURITIES  FUND,  Inc. 


Founded   1955 

is  the  first  Mutual  Fund  in- 
vesting exclusively  in  over- 
the-counter  securities.  The 
primary  objective  is  pos- 
sible CAPITAL  GROWTH. 

Free  Prospectus  and  Fact 
Folder  (Keogh  Plan  available) 

Review  Management  Corp. 

Manager!  and  Distributors 
Oreland        •        Pennsylvania 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  122 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
September  12,  1969  to  stockholders 
of  record  at  the  close  of  busi- 
ness on  August  29, 1969. 


PETER   C.    SMITH 

Vice  President  and  Secretary 

Dated:  July  25,  1969 


S 


The  Board  of  Directors  on  July  17, 
1969  declared  a  quarterly  dividend  of 
37' :  cents  per  share  payable  Septem- 
ber 2,  1969  to  stockholders  of  record 


Trends 

&  Tangents 

Chemical  Abstracts,  including  an 
index,  while  ACS  members  can  get 
the  same  material  sans  index  for 
$175.  The  abstracts  are  useless  to 
the  library  without  an  index. 

Bury  It 

President  Lawrence  Yont  of 
National  Storage  Co.  has  contrived 
a  way  to  bury  the  growing  paper 
problem  of  U.S.  business.  In  1956 
Yont  purchased  an  abandoned 
limestone  mine  in  Boxers,  Pa.  and 
began  carving  out  a  fail-safe  stor- 
age facility  for  those  miles  of  cor- 
porate records.  They  are  stored  in 
vault-like  enclaves  at  prices  rang- 
ing from  50  cents  a  year  for  an 
open  shelf  to  $250  a  square  foot 
for  an  entire  building  equipped 
with  plumbing,  electricity,  de- 
humidification  and  a  complimentary 
paint  job.  As  an  added  precaution, 
some  companies  have  set  up  ad- 
joining living  quarters.  A  secret 
code  gives  ready  access  to  stored 
material.  "I  think  we  have  the 
answer  to  security,  especially  in 
view  of  today's  civil  commotion," 
su\  s  Yont.  "Why,  the  cost  of  re- 
constructing computer  tape  data 
would  be  prohibitive." 

Caught  in  a  Draft? 

If  education  doesn't  seem  to  be 
opening  the  doors  it  should  these 
days,  it  may  be  that  industry  is 
feeling  a  draft.  The  latest  survey 
by  the  College  Placement  Council 
reports  that  job  otters  by  company 
recruiters  to  male  students  dropped 
43%  to  47;r  below  the  levels  of  two 
years  ago  for  holders  of  M.A.  and 
Ph.D.  degrees.  The  reasons,  the 
Council  says,  could  be  the  draft, 
which  limits  available  candidates, 
and  the  salary  jumps  that  cause 
employers  to  offer  fewer  jobs. 

Wages    Up,    Profits    Up 

Unlike  most  businesses,  compa- 
nies that  make  labor-saving  equip- 
ment consider  rising  wage  costs  good 
news.  For  example.  Pako  Corp.. 
the  largest  producer  of  automated 
photographic  development  equip- 
ment, languished  for  years  because 
low  labor  costs  limited  the  appeal 
oi  its  mechanized  processes.  But 
since  1960  sales  have  nearly  tripled 
from  s>S.6  million  to  $25.2  million. 
"We  used  to  figure  one  of  our 
machines  could  pay  for  itself  in 
three  years,"  says  Pako  President 
F.  Clenn  Hamilton,  "but  now  it's 
not  uncommon  for  a  machine  to 
pa}    lor  itself  within  one  year."* 


Consecutive  dividend 
payments  since  1937 

Panhandle 
Eastern 

Pipe  Line  Company 
Houston,  Texas 

Quarterly  Dividend 
400  per  Common  Share 

Payable  September  15, 1969 
Record  August  29, 1969 
Declared  July  23, 1969 

Cyril  J.  Smith 
Secretary 
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DIVIDEND  NOTICE 

More  than  770,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  90^  per  share  declared 
July  31,  1969  and  payable  Sep- 
tember 10,  1969  to  shareholders 
of  record  August  12,  1969. 

1969  is  the  87th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(New  Jerseyj 


QUARTERLY  DIV,DEi\DS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22'  2c  per  share 
on  the  outstanding  Common  Stock, 
payable  on  September  2.  1969.  to 
stockholders  of  record  on  August  11. 
1969.  The  transfer  books  will  not  close. 
July  24,  1969. 
RAMSEY  E.  JOSLIN.  Treasurer 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
125  Maiden  Lane.   N.  Y.   10038 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


In  the  morning  let  this  thought  be 

present:  I  am  rising  to  a  man's  work. 

— Marcus  Aubelius 


Morality  is  character  and  conduct 
such  as  is  required  by  the  circle  or 
community  in  which  the  man's  life 
happens  to  be  placed.  It  shows  how 
much  good  men  require  of  us. 

— Henry  Ward  Beecher 


As  labor  is  the  common  burden  of 
our  race,  so  the  effort  of  some  to  shift 
their  share  of  the  burden  onto  the 
shoulders  of  others  is  the  great  dur- 
able curse  of  the  race. 

— Abraham  Lincoln 


Man  can  have  but  what  he  strives 
for.  — Arab  Proverb 


.     Every    bright   boy    asks    for   more 
than  he  expects  to  get. 

— William  Feather 


The  men  who  start  out  with  the 
notion  that  the  world  owes  them  a 
living  generally  find  that  the  world 
pays  its  debt  in  the  penitentiary  or 
the  poorhouse. 

— William  Graham  Sumner 


Every  profession  does  imply  a  trust 
for  the  service  of  the  public. 

— Benjamin  Whichcote 


Businesses  planned  for  service  are 
apt  to  succeed;  businesses  planned  for 
profit  are  apt  to  fail. 

— Nicholas  Murray  Butler 


A  man  is  not  a  slave  in  being  com- 
pelled to  work  against  his  will,  but  in 
being  compelled  to  work  without 
hope  and  without  reward. 

— W.  Winwood  Beade 


I  believe  in  the  dignity  of  labor, 
whether  with  head  or  hand;  that  the 
world  owes  no  man  a  living  but  that 
it  owes  every  man  an  opportunity  to 
make  a  living. 

— John  D.  Bockefeller  jr. 


To  be  what  we  are,  and  to  become 
what  we  are  capable  of  becoming,  is 
the  only  end  of  life. 

— Bobert  Louis  Stevenson 


b.  c.  fobbes 

You  cannot  permanently  take 
out  of  the  works,  or  out  of  the 
world,  more  than  you  put  into 
it.  Men  have  tried  it  in  all  ages, 
but  accounts  were  squared  even- 
tually. It  still  remains  true  that 
man  must  earn  his  daily  bread 
by  the  sweat  of  his  brow. 
Drones,  you  may  remember,  do 
not  live  Ion". 


One  half  of  the  world  must  sweat 
and   groan   that   the  other   half  may 
dream. 
— Henry  Wadsworth  Loncfellow 


The  life  of  every  man  is  a  diary  in 
which  he  means  to  write  one  story, 
and  writes  another;  and  his  humblest 
hour  is  when  he  compares  the  volume 
as  it  is  with  what  he  hoped  to  make  it. 
— James  M.   Barbie 


Life  resembles  the  banquet  of 
Damocles;  the  sword  is  ever  suspend- 
ed. — Voltaire 


It  is  a  great  ability  to  be  able  to 
conceal  one's  ability. 

— La  Bochefoucauld 


To   live   well   is   to   work   well,   to 
show  a  good  activity. 

— Thomas  Aquinas 


Every  one  of  us,  whatever  our 
speculative  opinions,  knows  better 
than  he  practices,  and  recognizes  a 
better  law  than  he  obeys. 

— James  A.  Froude 


It's  more  difficult  getting  up  early 
in  the  morning  when  you're  wearing 
silk  pajamas.  — Eddie  Arcaro 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  State,  from  3C<  to  6',;  New 
York  City.  6S   I 


The  art  of  living  easily  is  to  pitch 
your  scale  of  living  one  degree  below 
your  means.  — H.  Taylor 


Short  as  life  is,  some  find  it  long 
enough    to    outlive    their    characters, 
their  constitutions  and  their  estates. 
— Caleb  Colton 


A  Text . . . 


Sent  in  by  Karl  F.  Burg- 
stahler,  Decatur,  III.  What's 
your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is 
presented  to  senders  of  texts 
used. 


Masters,  give  unto  your  servants  that 
which  is  just  and  equal;  knowing  that 
ye  also  have  a  Master  in  heaven. 

— Colossi ans  4:1 
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46  Monarchs,  161  Heads  of  State, 
and  27  Academy  Award  Winners 
have  stayed  at  the  Waldorf  Astoria. 

But  it's  you  we're  after. 


We've  worked  a  lot  of  years  to  build  a  world-wide 

reputation  for  sheer  quality  and  unbending  stand- 

ards.  So  hard,  in  fact,  21%  of  our  guests  live  with 

us  permanently.  And  that  21%  represents  the  best 

of  our  world's  society. 

But  if  you  think  that  the  Waldorf  belongs  only 
to  a  pampered  few,  then  you  haven't  stayed  at  the 
Waldorf  lately.  And  that  would  be  a  shame. 

Because  the  Waldorf  is  everyone's  idea  of  what  a  superb 
hotel  should  be.  From  doorman  to  elevator  man,  from 
Breast  of  Chicken  Empire  and  Fried  Ice  Cream  in  Peacock 
Alley,  to  Aylesbury  duckling  at  the  Bull  and  Bear  to  a  razor 
trim  at  our  barber  shop,  the  Waldorf  Astoria  is  more  than  a 
hotel.  It  is  a  complete  living  and  entertainment  center 
in  the  choicest  part  of  the  most  exciting  city  in  the  world. 
But  that's  how  it  is  all  over  the  Hilton  world.  Important 
travelers  to  Buffalo  choose  the  Statler  Hilton.  In  Cincinnati, 
it's  the  Netherland  Hilton  or  the  Terrace  Hilton.  In 
innkeeping,  the  name  of  the  game  ^ 

is  service,  and  the  name  in  service 
is  Hilton. 

We'd  be  delighted  to  show 
you  how  much  fun 
stay  in  a  real  hotel 
the  old  school.  Our 
prices  will  please 
you.  That's 
a  promise. 

Next  time 
you're  planning 
to  be  in  town,  find 
out  what  being  in  town 
really  means.  Be  with 
us  at  the  Waldorf. 

Call  the  Hilton  Reservation  Service  in  your  city  or  your  travel  agent. 


friendly  world  of 

Hilton 
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Why  nobody  wins  a  strike 


all  the  speeches  in  the  world  can't  argue 
j£\^  with  the  facts  of  that  chart.  When 
increased  wages  are  not  earned  by  increased 
production  to  pay  them  —  i.e.,  when  the 
wage  cost  of  what  a  man  makes  goes  up  — 
the  price  of  what  he  makes  has  to  go  up . . . 
there  is  no  other  place  for  that  higher  wage 
to  come  from. 


And  that  is  why  we  are  having  inflation 
today  —  the  inevitable  result  of  strikes  and 
threats  of  strikes  which  "won"  unearned 
wage  increases.  The  workers  didn't  benefit 
for  long  with  their  increases,  and  all  the 
rest  of  the  nation  suffered. 

Where  s  the  victory  in  that? 


Big  new  Hopto®  hydraulic  backboe 
offers  a  new  concept  in  digging, 
through  its  exclusive  Selectomatic° 
shift. 


WARNER 
SWASEY 

Cleveland 

PRODUCTIVITY 

EQUIPMENT 

&  SYSTEMS 


YOU   CAN   PRODUCE  IT  BETTER,   FASTER,   FOR   LESS   WITH  WARNER   &  SWASEY   MACHINE   TOOLS,   TEXTILE   MACHINERY,   CONSTRUCTION    EQUIPMENT 
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Our  desk, 

the  computer. 


If  you  had  a  desk  that  was 
a  computer,  you  could  have  your 
secretary  manage  the  books  for 
your  entire  field  sales  force. 

Or  tell  your  big  computer 
what  to  do,  and  tell  you  what 
your  big  computer  is  doing. 

Or  control  the  inventory  for 
a  whole  chain  of,  say,  sporting 
goods  stores,  or  bakeries,  or 
dress  shops. 

That's  the  kind  of  thing  our 
desk,  the  Cal  Systems  Computer, 
does.  We  built  it  into  a  desk  so 
that  it  looks  right  in  your  office. 
Because  we  think  that's  where 
a  computer  belongs. 

Your  secretary  won't  have 


to  learn  any  special  computer 
language  in  order  to  tell  the  Cal 
Systems  Computer  what  to  do. 
It  speaks  English. 

Your  secretary  can  program 
our  computer  simply  by  inserting 
a  tape  cassette  similar  to  those 
used  in  auto  stereo  sets.  She  can 
program  it  for  practically  any 
office  routine,  such  as  accounts 
receivable,  or  job  costing, 
or  billing.  She  can  change 
programs  just  by  changing 
cassettes. 

She  can  do  it  all  after 
about  two  hours  training, 
and  use  the  same  forms  and 
office  procedures  your  company 
uses  right  now. 

In  its  own  small  way,  our 
desk,  the  computer,  may  be 
revolutionary.  It  means  that  now 
your  company  can  automate  most 


of  its  operations  with  no  new 
languages,  no  new  procedures,  no 
new  forms,  no  new  skills,  and 
no  new  technicians. 

That's  what's  so  new  about  it. 

For  full  information,  write 
California  Office  Systems 
Corporation,  One  Maritime  Plaza, 
San  Francisco,  California  94111. 

The 
Cal  Systems 
Computer. 
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I  don't  know  how  much  you  mean  yet,  but  Forbes  says: 
"Forbes  readers  don't  just  own  American  business. 
They  run  it."  That's  me  in  my  business. 

And  by  "run''  I  don't  just  mean  the  day-to-day  operation, 
but  the  long-range  planning  for  changing  times 
and  markets. 

Besides  having  the  power  to  plan  for  change,  my  mind 
is  wide  open  to  it.  For  example,  I  would  gladly  change  our 
thinking  about  conventional  warehouses  and  inventories 
...  if  somebody  could  show  us  a  better  way  to 
distribute  our  goods. 

Specifically,  if  TWA  MarketAir  could  show  me  how 
marketing  by  air  (rather  than  merely  shipping  by  air) 
could  reduce  costs  and  capital  expenditures  without 
affecting  our  customer  service  standards,  I'm  change- 
oriented  enough  to  give  TWA  MarketAir  a  try. 

4  YES  answers  and  you  are  indeed  a  bona  fide  Forbes  reader. 
You  also  should  be  putting  in  a  bona  fide  collect  phone  call  to 
TWA  MarketAirman  Ross  Angier  (21 2-557-381 6. . .or  write  him 
at  605  Third  Avenue,  New  York  10016).  He'll  explore  with  you 
the  relationship  of  all  your  distribution  functions  and  explain 
howmarketing  byairmay  increaseyourdistributionefficiency. 


YES 

NO 

□ 

□ 

YES 

NO 

□ 

□ 

YES 

NO 

□ 

□ 

YES 

NO 

□ 

□ 

TWA  MARKETAIR 

•TWA's  registered  service  mark  for  its  world-wide  cargo  services. 
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Side  Lines 


Howard  Rudnitsky 


The  Beard  Behind  the  Figures 

The  beard  portrayed  on  this  page  bears  no  relation  to  the  hairy 
gallery  on  page  14,  but  belongs  to  Forbes'  Howard  Rudnitsky.  The 
beard  aside,  Howard,  aged  34,  is  an  unusual  guy:  He  is  the  only 
case  we  know  of  a  man  who  started  his  career  as  a  statistician  and 
ended  up  as  a  first-class  journalist.  Take  it  from  us,  this  is  unusual; 
you  just  don't  normally  think  of  words  and  numbers  as  going  together. 

When  he  joined  Forbes  in  1960  he  did  so  as  the  first  member  of 
our  brand-new  statistical  department.  A  1959 
graduate  of  the  City  College  of  New  York,  Brook- 
lyn-born Howard  Rudnitsky  started  his  career  as 
a  statistical  research  analyst  at  Moody's  Investors 
Service.  As  Forbes'  statistical  services  grew,  so 
did  Howard.  He  became  head  of  the  department. 
Important  man  around  the  shop.  Head  of  a  large 
and  growing  staff. 

But  one  day  Howard  walked  into  the  editor's 
office.  "If  I'm  going  to  be  in  journalism,"  he  an- 
nounced in  his  diffident  but  determined  manner, 
"I  dlink  I'd  better  become  a  writer."  He  was 
resigning  as  statistical  editor.  Could  we  take  him 
on  as  a  reporter? 

We  told  him  he  was  crazy.  Giving  up  a  good 
job.  Starting  at  the  bottom.  But  if  he  was  crazy 
enough  to  try  we'd  be  crazy  enough  to  let  him. 

We're  glad  he  did  and  we  did.  Howard  suffered  plenty  of  dis- 
couragement, but  didn't  give  up.  He  became  a  first-class  reporter.  He 
was  promoted  to  associate  editor  last  May.  He  used  his  nose  for 
statistics  to  dig  up  unusual  situations.  Then  he  ran  them  to  earth. 
A  major  part  of  the  reporting  on  our  July  15  cover,  "New  Issues: 
Golden  Eggs  or  Lemons?"  was  Howard's.  Not  many  other  reporters 
could  have  unraveled  as  he  did  the  complicated  details  of  new-issue 
financing. 

Howard's  contribution  to  this  issue  is  the  lead  story:  "The  Dramatic 
Rise  and  Fall  of  MAI"  (p.  19).  It  took  a  lot  of  digging.  It  took  a  lot 
of  financial  savvy.  We  think  Howard  Rudnitsky  is  one  of  the  few 
people  who  could  have  done  it.  The  beard?  It's  something  new. 
Howard  says  he  didn't  feel  like  shaving  when  he  was  on  vacation  this 
summer;  his  wife  Shana  admired  the  embryonic  beard,  and  so  he 
let  it  grow.  His  two-year-old  daughter,  Jennifer,  likes  it  too.  Howard 
says  she's  constantly  tweaking  it. 

You  Might  Be  Interested  To  Know. . . 

While  we're  talking  about  statistics,  we'd  like  to  mention  one  set  of 
numbers  that  particularly  pleases  us.  We  think  you  might  be  interested 
in  them  because — well,  because  they  reflect  what  you,  the  reading 
public,  thinks  of  Forbes.  We  are  speaking,  as  you  may  have  guessed, 
about  the  magazine's  circulation  growth.  It's  been  rather  spectacular. 
At  the  start  of  the  present  decade — Jan.  1,  1960 — our  circulation 
stood  at  318,000.  Five  years  later,  at  the  start  of  1965,  it  was  up  to 
398,000.  Then  it  took  off,  climbing  to  565,000  by  the  beginning  of 
this  year.  And  there  apparently  is  no  end  in  sight:  As  of  next  Jan.  1 
Forbes'  circulation  base  will  be  625,000.  Need  we  say  more?  Except 
thank  you.  ■ 


Middle  South 
plots  and  plans 


The  Middle  South  has  a 

plot  to  fit  your  plans. 

Fully  developed,  or  ready- 

to-develop  industrial  plots. 

In  the  dynamic  Middle 

South  area  of  Arkansas, 

Louisiana  and  Mississippi 

there  are  plots  in  parks 

and  plots  in  ports— ports 

on  a  14,000  mile  network 

on  inland  waterways. 

So  plot  your  future  in  this 

bustling  three-state  area. 

We'll  provide  the  industrial 

elbow  grease,  along  with 

the  elbow  room. 

Write:  Middle  South, 

Box  61000.  New  Orleans, 

La.  70160. 
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WASHINGTON 


Simpler  Days 

Federal  officials  trying  to  curb 
overruns  in  federal  projects  might 
take  a  leaf  from  the  past.  A  classi- 
cist at  the  American  Institute  of 
Public  Accounting,  the  CPA's  rule- 
setting  body,  has  discovered  that 
the  ancient  Greeks  discouraged  prof- 
iteering by  contractors  for  govern- 
ment buildings  by  requiring  some 
chiseling.  Specifically,  the  contrac- 
tors were  required  to  chisel  their 
original  appropriation  and  their 
final  costs  on  a  stone  which  was  set 
in  a  wall  of  the  building.  That  way 
all  citizens  could  evaluate  the  final 
product  vs.  the  contractor's  cut. 

New  Wave-Lengths 

Although  new  AM  radio  fre- 
quencies are  no  longer  being  au- 
thorized by  the  Federal  Commu- 
nications Commission,  it  is  still 
possible  to  get  in  on  the  booming 
FM  market.  But  you'd  better  hurry. 
The  number  of  authorized  stations 
has  doubled  to  over  2,000  since 
1961,  and  the  FCC  already  has 
received  a  record  number  of  re- 
quests during  the  first  six  months 
of  1969.  But  prices  of  stations  have 
escalated  too,  doubling  and  tripling 
in  some  areas.  "You  can  pay  as 
much  as  $750,000  for  stations  that 
are  losing  money,"  says  Philadel- 
phian  Joseph  Field,  whose  Enter- 
tainment Communications  ( EN- 
TRAC)  Co.  owns  six  stations.  "If 
you  can  find  me  one  in  New  York 
for  a  million  and  a  half,  I'll  buy  it 
and  pay  you  a  finder's  fee." 


FOREIGN 


Channel 

Premier  Georges  Pompidou  of 
France  is  expected  to  give  a  big 
push  to  the  Channel  Tunnel  scheme 
— the  estimated  $750-million  proj- 
ect to  link  England  and  France  with 
a  road/rail  tunnel.  The  "Chunnel," 
as  it's  called  by  financiers  who  have 
been  impatient  to  swing  into  action 
for  the  past  three  years,  was  en- 
dorsed long  ago  in  principle  by 
both  the  British  and  French  gov- 
ernments. The  holdup  is  the  polit- 
ical apprehension  over  private 
financing  and  control.  But  the  issue 


may  be  decided  soon.  The  two  in- 
ternational private  consortia  pro- 
posing to  bid  on  the  project  both 
have  cooked  up  schemes  to  mix 
public  and  private  control  that  they 
say  will  overcome  all  objections. 
Whose  is  likely  to  win  the  bidding? 
The  Rothschild  interests  are  in- 
volved in  one  of  the  consortia,  and 
Premier  Pompidou  is  an  ex-Roths- 
.child  partner. 


BUSINESS 


What   MBA's  Like 

By  the  time  students  have  fin- 
ished their  MBA,  according  to  mar- 
keting research  company  Daniel 
Starch  &  Staff,  eighty-five  percent 
have  a  good  idea  of  the  type 
of  job  they  want.  A  decade  ago 
marketing  was  the  big  choice;  to- 
day that  field  ranks  well  down  the 
list.  Most  shy  away  from  operating 
jobs,  preferring  financial  (26% 
preference)  and  management  con- 
sulting positions  (15%).  Only  12% 
now  choose  marketing.  Manage- 
ment administration  ranks  a  low 
5%,  and  accounting  4%.  The  most 
unpopular  industries  are  petroleum 
and  real  estate.  ■ 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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READERS  SAY 


About    Clinton    Oil 

Sir:  The  entire  article  on  Clinton  Oil 
(  Forbes.  Aug.  I )  is  deliberately  slanted 
to  make  it  appear  that  a  participant  in 
Clinton  Oil  units  is  beinu  milked  for  all 
he's  worth.  The  fact  is  that  participants 
in  all  previous  programs  lia\  e  done  quite 
well  financially,  as  the  article  does  of 
necessity  state. 

— Arnold  Citomer 
Bayside.  N.Y. 

Sir:  I  predict  tlie  salad  oil  scandal  will 
be  peanuts  compared  to  what  is  in  store 
for  the  oil  funds. 

— Thomas  <■    Wainwbkht 
Dallas.  Tex. 

Sir:    Among   man)    other   things,   the 

author  was  so  thorough  that  lie  forgot 
to  mention  both  past  and  projected  earn- 
ings growth. 

— Morris  J.  Len i  Jr. 
Charlottesville    Va. 

Will  the  Real  Mr.  Connolly  .  .   . 

Sir:  I  am  delighted  to  know  the  quo- 
tation attributed  to  me  [in  Fad  &  Com- 
ment June  15  p.  2t>|  is  actually  attribut- 
able to  Senator  Tom  ConnalK  .  Frankly, 
I  was  a  little  bit  at  a  loss  because  I 
didn't  remember  cotton  being  any  great 
issue  when  I  was  seeking  office,  howt  \  ei . 

1  surer)  got  a  lot  of  other  questions  on  a 
lot  of  other  subjects  which  I  am  now 
delighted  someone  else  is  fielding. 

— John   B.  Cow  all.  \ 
Houston.  Tex. 

Commodities  in  Their  Futures? 

Sir:  I  read  with  interest  in  your  Aug. 
1    issue    the    comments    put    forth    by 

Adrian    C.     Israel.     While     I     respect    liis 

mum  years  in  the  business,  1  find  it  diffi- 
cult to  concur  with  Ins  ideas  concerning 
the  COmmodit)    futures   market. 

There  are  present!)  1.25  million  per- 
sons trading  commodities  in  the  market 
on  a  percentage  basis  greater  than  that 
in  the  securities  market.  I  believe  rebut- 
tal time  should  be  given  someone  in  the 
intlustiA  who  has  considerably  different 
views  than  those  of  Mr.  Israels. 

— Jac  k    W.    Savage 

National  Sales  Manager, 

The  Siege!  Trading  Co. 

Chicago,  111. 

Sir:  No  doubt,  the  brokerage  firms 
that  earn  tremendous  commissions  in  the 
commodity  field  take  exception  to  the 
honest  and  frank  opinions  so  well  pre- 
sented. Every  firm  would  do  well  to 
Study  the  article  carefully  and  recon- 
sider whether  it  is  adequately  staffed  to 
trade  in  commodities. 

— Matthew    Seltzer 

President, 

Pennsylvania  Commodity  Fund  Inc. 

Pittsburgh.  Pa. 


NOW 

ROBBINS  &  MYERS 


IS  GEARED 


FOR  EVEN 

GREATER 

SALES 


(:'$>'. 


*.* 


*-i 


IN  THE 

ELECTRIC 

MOTOR 

GROWTH 

MARKETS 


To  its  complete  range  of  fractional  and  subfractional  motors, 
Robbins  &  Myers  recently  added  gearmotors  from  1/450  through  1/3 
horsepower,  and  speed  reducers.  Geared  products  will  further  in- 
crease the  Electric  Motor  Division's  penetration  of  such  dynamic 
growth  markets  as  office  and  business  equipment,  computers,  com- 
munications, vending  machines,  small  conveyors  and  processing 
equipment.  Other  R&M  divisions  manufacture  hoists  and  cranes, 
industrial  pumps,  fans,  portable  and  built-in  electric  heating  units, 
and  waste  reduction  equipment.  Write  for  R&M  Annual  Report. 


ROBBINS  &  MYERS,  INC. 

1234  Lagonda  Ave.,  Springfield,  Ohio  45501 
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Ill 
III 

III 


Where  are 

you  going  to 

be  when  you 

grow  up? 

Will  you  still  be  stuck  up  there 
in  the  loft?  With  high-rise  living 
cramping  your  production.  Orwill 
you  be  down  here  with  us?  Where 
you  can  breathe,  expand,  and 
grow — profitably. 

We've  got  lots  of  rail-served  sites 
just  waiting  for  the  small  business 
that's  rarin'  to  bust  out.  And  an 
Industrial  Development  Department 
that'll  be  glad  to  lend  a  hand.  Get 
growing.  Call  our  local  salesman. 
Or,  for  our  Distribution  Services 
Brochure,  write:  C.  R.  Zarfoss, 
Vice  President,  Merchandise  Freight 
Group,  One  Charles  Center, 
Baltimore,  Md.  21201. 

THE  C&O/B&O  railroads 

Cleveland  44101    •    Baltimore  21201 


If  she's 
not  going  to 
parade  them 
...why  don't  you 
trade  them. 


Don't  try  to  understand  her,  just  spoil  her  a  little.  Sell  her  "old" 
jewelry  at  auction.  Buy  her  "new"  jewelry  the  same  way.  Our 
Miss  Hartley  will  be  glad  to  help.  The  number  is  (212)  TR  9-8300. 


980  MADISON  AVE..  NEW  YORK  10021 
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The  Better  Side 

Sir:  Re  the  unpleasant  "Loss  of  In- 
nocence" story  (Fact  6-  Comment,  Aug. 
1),  which  I  hope  was  offset  by  the 
tycoon  remembering  about  the  quarter, 
here  is  one  which  is  a  bit  cheerier.  I 
was  walking  to  the  subway  at  Wall  and 
William  Streets  in  a  gusty  wind.  Sud- 
denly I  was  surrounded  by  a  flight  of 
green  bills— $1,  $5,  $10,  maybe  higher 
which  had  blown  out  of  a  young  run- 
ner's hand.  Everybody  in  the  vicinity 
made  a  dive  for  whatever  they  could 
reach  and  returned  the  bills  to  the  lad. 
Did  not  see  anyone  try  to  pocket  one 
or  slip  away  after  picking  one  up  and 
there  were  a  lot.  It  was  a  pleasant  thing 
to  see  and  helped  our  faith  in  human 
nature. 

— Henry  W.  Putnam 
New  York,  N.Y. 

Women  of  the  World,   Unite 

Sir:  Thank  you  for  printing  the  "As  I 
See  It"  interview  with  psychologist  Dr. 
Richard  E.  Farson  (Forbes.  Aug.  1). 
There  have  been  few  spokesmen  willing 
to  recognize  and  speak  out  on  the  op- 
pression that  exists. 

— Anne  T.  Lonc 
Glen  Rock,  N.J. 

Sir:  Women  are  universally  accepted 
in  business  and  industry  as  clerical 
workers  and  secretaries  (man's  help- 
mate). It  is  when  a  woman  attempts  to 
cross  the  executive  line  that  opposition 
arises.  We  women  are  so  tradition  bound 
and  brainwashed  that  there  are  few  who 
even  attempt  this. 

— Joanne   Mayes 
San  Diego,  Calif. 

Sir:  Not  only  do  I  heartily  agree  with 
Dr.  Farson,  but  I  should  like  to  point 
out  a  glaring  example,  only  six  pages 
from  the  article,  by  Forbes  itself.  On 
page  52.  the  full-page  advertisement  is 
addressed  to  the  "Forbes  Man"  concept. 
Yet  you  must  know  the  proportion  of 
women  shareholders  to  men  and  the  fact 
that  many  women  manage  their  own 
investment  portfolios  in  a  competent 
manner. 

— Elizabeth  H.  Berc 
Madera.  Calif. 

Sin:  Keep  it  up — this  type  of  problem 
identification  is  exactly  what  business 
and  the  nation  must  have  if  we  are  to 
become  aware  of — and  solve — our  prob- 
lems. 

— Robert  G.  Bowdler 
Pittsburgh.  Pa. 

FORBES'  Little  Dividend 

Sir:  I  hasten  to  express  to  you  my 
profound  compliments  and  gratitude  for 
your  unexpected  remarkable  "dividend" 
to  your  subscribers — the  most  fascinating, 
absorbing  and  revealing  interview  with 
Dr.  Harold  Clayton  Urey  in  your  July 
15  issue. 

— Morris  H.  Robin 
Chicago,  111. 
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he  Michelin  story 

L895.  Michelin  invented  the  first  pneumatic  tire  for  automobiles. 

tiay,  for  modern  driving  Michelin  offers  you  the  REAL  Radial  — 
chelin  Xf  the  steel-cord  belted  Radial  tire  that  gives  you  all 
se  high-performance  features:  shock  cushioning  abilities,  full  grip 
ill  weather,  far  fewer  punctures,  long  tread  life  (at  least  twice  that 
•egular  bias-ply  tires) .  Plus  gasoline  economy  (up  to  10%) . 


S£ 


Ask  your  Michelin  Tire  Dealer 

(you'll  find  him  in 

the  yellow  pages)  or  write  to: 

MICHELIN  TIRE  CORPORATION 

2500  Marcus  Avenue 

Lake  Success,  New  York  11040 
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Transco, 
the  gas  transmission  c 


We  started  20  years  ago  as  one  company  with  one  service.  Nat- 
ural gas  transmission.  We  are  still  one  company  with  one  service. 
Natural  gas  transmission. 

But  we're  now: 

•  A  $  1-billion-plus  company  (with  a  new  plant  investment  ap- 
proaching half  a  billion  dollars  in  three  years). 

•  A  corporation  with  59,000  shareowners. 

•  A  pipeline  system  that  totals  more  than  8,500  miles.  From 
Texas  through  the  mushrooming  Southeast  along  the  Atlantic  sea- 
board and  up  through  the  Northeast  megalopolis. 

By  pioneering  the  use  of  large-diameter  pipe,  we've  been  able 
to  deliver  gas  at  the  lowest  rates  in  Transco's  marketing  areas:  The 
densest  population  area  in  the  U.S.,  with  the  lowest  saturation  in 
the  use  of  gas. 

A  built-in  growth  potential.  For  Transco.  And  for  Transco's 
major  customers,  some  of  the  highest  rated  utility  companies  in 
the  country. 

Our  profitability  and  growth  records  are  among  the  best  in  the 
industry.  In  1968,  earnings  from  operations  rose  for  the  16th 
straight  year.  An  average  increase  of  12%  a  year  strictly  from  pipe- 
line operations. 

Will  we  continue  to  grow  without  acquisitions  or  mergers? 

Transco's  President,  James  B.  Henderson: 


"Our  decisions  not  to  diversify  are  based  on  the  principle  that  we 
put  our  funds  to  work  where  they  will  do  the  most  good  for  our  stock- 
holders. If  we  see  an  opportunity  to  do  better  than  we  have  been 
able  to  do  in  the  transportation  of  natural  gas,  we  will  consider  that 
proposal  seriously  and  without  prejudice." 

Transco,  the  gas  transmission  company  that  performs. 

Transcontinental  Gas  Pipe  Line  Corporation,  Houston,  Texas. 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


WHERE 

Are  you  not  surprised  and  pleased  and  proud  of  our 
country's  reaction  to  the  incredible  feat  of  landing  men 
on  the  moon? 

Instead  of  beating  our  chests  and  chanting  "On  to 
Mars,"  people  and  Congress  have  reacted  with  a  mixture 
of  great  joy  and  sensible  cool. 

With  near  unanimity,  American  voices  have  made  the 
point  that  if  we  can  so  soar  in  space,  it's  high  time  we 
brought  the  same  sort  of  concentration  of  brains  and  pelf 
to  our  dire  problems  here  on  earth — pollution,  poverty, 


TO   NOW? 

transportation,  education,  health,  inflation,  etc. 

Sure,  say  most  polled  citizens,  keep  on  with  the  spa<_e 
program — but  if  we  can  learn  virtually  as  much  by  un- 
manned space  shots  around  and  to  Mars  and  other  planets 
years  away  at  a  fraction  of  the  cost  of  manned  ones,  why 
do  the  latter? 

Truly,  I  think  it  is  a  wonderful  thing  that  our  moon 
achievement  hasn't  made  us  simply  starry-eyed,  but  has 
served  to  renew  our  determination  to  deal  more  effectively 
with  some  pretty  earthy,  very  present  problems. 


GETTING  THE 

Bringing  Home  The  Boys  has  been  a  top  objective  of 
Americans  ever  since  we  first  sent  some  of  them  overseas 
decades  ago.  At  the  close  of  World  War  I  the  phrase 
flowered,  although  I'll  bet  it  was  used  in  connection  with 
the  Spanish  American  War.  Probably  even  Before  that, 
when  Americans  stormed  the  forts  outside  Mexico  City 
in  1847. 

Thank  God  we're  doing  so  again  from  Vietnam. 

But  the  Betum  of  Americans  shouldn't  be  confined  to 
battle  zones. 

We  are  no  longer  wanted  nor  needed,  nor  need  we 
be  in  large  numbers  in  such  places  as  Germany,  Korea, 
Thailand,  Okinawa,  Japan,  the  Philippines,  Turkey,  Spain 
and  so  on  ad  nauseam. 

These  friendly  intended  occupations  by  U.S.  civilians 


'ELL  OUT 

and  soldiers  not  only  cost  us  a  mintful  of  gold.  All  too 
often  these  forces  abroad  cost  us  the  friendship  and  good 
will    of    the    communities    and    the    countries    involved. 

Understandably. 

Wouldn't  you  and  I  react  in  exactly  the  same  way 
if,  in  our  home  town  or  all  about  the  suburban  areas  of 
our  principal  cities,  there  were  great  caches  of  Friendly 
Foreigners,  in  uniform  and  out?  No  matter  what  the 
motives,  in  time  they'd  become  a  large  pain  in  the  neck. 

Being  occupiers  is  not  our  thing. 

We  don't  any  longer  have  the  arguable  "necessity  of 
security"  to  warrant  it.  In  fact  the  sooner  we  get  the  'ell 
out  of  most  overseas  places  that  we  have  been  too  long 
in,  the  greater  will  be  our  influence  and  the  firmer  will 
be  our  ties  with  those  people  and  their  lands. 


Arnold  J.  Toynbee,  British  histo- 
rian and  philosopher:  "The  Ameri- 
cans believe  in  this  monolithic' 
Communism,  to  them  Ho  Chi 
Minh  is  a  Communist  and  Mao  is 


A  TIMELY  QUOTE 

a  Communist,  and  therefore,  Ho 
Chi  Minh  and  Mao  must  be  solid 
with  each  other  and  must  be  one 
person,  so  to  speak.  But  the  truth 
is  that  Ho  Chi  Minh  is  a  Vietnam- 


ese and  Mao  is  a  Chinese.  The 
Vietnamese  for  2,000  years  have 
been  resisting  being  absorbed  by 
the  Chinese,  and  they  will  do 
it  again." 
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SO,   WHAT 

With  all  the  evils  that  need  exorcizing  round  about 
here  and  everywhere,  I  get  exercised  a  bit  at  the  people 
who  get  exercised  over  hair  on  the  face. 

You  know,  lots  of  people,  including  the  young,  look 
better  for  beards  or  whiskers  or  sideburns.  As  a  matter  of 
fact,  my  second-oldest  son  has  grown  a  beard  for  the 
last  two  summers — since  he's  a  member  of  Naval  R.O.T.C. 
at  college,  he  can't  be  whiskered  from  the  first  drill  in  the 
fall  till  the  last  one  in  the  spring.  He  looks  okay  in  the 
beard  or  out  of  it,  and.  believe  it  or  not,  his  mother  thinks 
he  looks  best  with  it.  (On  the  other  hand,  his  grandmother 


ELSE  IS  NEW? 

blows  her  gasket  every  time  she  sees  his  beard.) 

If  being  hirsute  is  fun  and  With  It  for  the  current 
generation,  where  or  what's  the  harm? 

Without  the  hackneyed  references  to  the  bearded 
Christ  or  a  bearded  Lincoln,  I  thought  you  would  enjoy 
this  gallery  of  Princeton  members  of  the  Class  of  1S72. 
Some  of  them  are  quite  sciony — hairy  heirs,  you  might 
say. 

Or,  heiry  hairs. 

In  short,  no  more  than  clothes  make  a  man,  does  a  beard 
make  a  bum. 


Tyree 


M.  C.  Caslin  Du  Val  Magie 

Photos  from   Princeton   University   Archives 
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GLAD  TIDINGS 


The  agreement  finally  reached  creating  paper  gold  as 
an  additional  Free  World  currency  reserve  is  a  significant 
achievement.  It  didn't  get  the  headlines  that  currency 
crises  engender,  but  it  will  insure  fewer  such  crises. 


Now  if  some  degree  of  exchange  rate  flexibility  can  be 
worked  out,  the  past  too-frequent  shaking  of  pound,  franc, 
mark  and  dollar  will  be  avoided.  Official  currency  parities 
should  to  some  degree  reflect  free  market  forces. 


NOW  THERE'S  AN  IDEA 


Since  the  price  of  scrap  metal  has  plummeted,  over- 
flowing junkyards  no  longer  want  abandoned  cars.  Now 
these  abandoned  heaps  pile  up  on  highways  and  byways 
in  every  part  of  our  laden  land. 

Someone  has  suggested  that  state  laws  be  changed  to 
require  proof  that  one's  previous  car  has  been  properly 
disposed  of  before  any  new  registration  can  be  issued. 
Without  such  proof  a  penalty  fee  would  have  to  be  paid 


to  cover  disposal  costs  for  an  abandoned  vehicle. 

Not  such  a  bad  idea,  having  the  derelict  pay  for  his 
dereliction,  don't  you  agree? 

NO,  NEVER 

I've  learned   never   to  use  the   word  never,   because 
there's  no  such  thing. 


—Malcolm  S.  Forbes, 

Editor-in-Chief 


We  have  more  people 
just  in  our  Creative  Department 
than  most  incentive  companies  have 
in  their  entire  organization. 


Professional  incentive  service  requires  far 
more  than  just  a  sales  force  out  peddling 
merchandise.  Incentive  service  today  is  a 
science  requiring  the  skills  and  expertise  of 
full  time  specialists  in  many  fields. 

Naturally,  salesmen  are  needed.  But  they 
must  be  marketing  men  too,  capable  of  ad- 
vising and  working  with  clients  to  isolate 
marketing  problems  and  suggest  solutions. 
E.  F.  MacDonald  has  that  sales  force. 

Staff  specialists  in  marketing  are  needed 
to  supplement  salesmen  in  analyzing  prob- 
lems and  charting  exact  courses  of  action. 
E.  F.  MacDonald  has  them. 

A  creative  staff  of  copywriters,  idea  men, 
artists  and  designers  is  highly  important. 
E.  F.  MacDonald  has  that  staff. 

Printing  production  specialists  play  a  big 
rols  in  preparation  of  promotional  mate- 


rial in  large  quantities.  E.  F.  MacDonald 
has  these  specialists. 

Photography  plays  an  important  part  in 
the  implementation  of  incentive  services. 
E.  F.  MacDonald  operates  its  own  fully 
equipped  and  staffed  studio. 

The  logistics  of  incentive  merchandising 
is  a  huge  task  with  a  need  for  experts  in  the 
field  of  transportation  and  warehousing. 
E.  F.  MacDonald  has  these  experts. 

An  incentive  company  purchasing  de- 
partment must  not  only  examine  thousands 
of  items  but  select  them  with  a  skill  ori- 
ented to  incentive  use.  E.  F.  MacDonald 
has  career  purchasing  men  with  this  ability. 

And  overall,  must  be  experienced  ad- 
ministrative specialists  capable  of  making 
the  program  click.  E.  F.  MacDonald  has 
these  people,  too. 


Yes,  incentive  service  today  is  a  science 
requiring  a  team  of  qualified  specialists. 
E.  F.  MacDonald  has  those  specialists  . . . 
the  industry's  largest  staff  of  career  men 
and  women.  And  more  important  than 
size,  ours  is  a  staff  that  devotes  its  full  time 
to  incentive  service  exclusively. 

We  know  what  is  needed  to  accomplish 
a  job  in  the  face  of  the  toughest  obstacles. 
We've  been  at  it  a  long  time  and  not  only 
in  this  country  but  in  nine  European  coun- 
tries, Australia  and  Mexico. 

We're  the  incentive  pros.  After  all,  we 
invented  the  whole  idea  back  in  1922.  We 
have  served  more  clients  and  served  them 
better  every  year  since  then  than  anyone 
else  in  the  business. 

If  you  have  a  problem  incentives  will 
solve,  call  E.  F.  MacDonald. 


The  E.  F.  MacDonald  Company 

Performance  oriented  companies  throughout  the  world. 


The  E.  F.  MacDonald  Incentive  Co. 

Pioneer  and  industry  leader  in  the 
creation  of  incentive  programs  to  in- 
crease individual  productivity. 

The  E.  F.  MacDonald  Stamp  Company 

Originators  of  Plaid  trading  stamps. 
Distributed  by  thousands  of  retailers 
throughout  the  country. 


The  E.  F.  MacDonald  Travel  Company 

Largest  incentive  company  specializing 
in  complete  programs  featuring  travel 
awards. 

E.  F.  MacDonald  International,  Inc. 

Completely  staffed  incentive  offices  in 
nine  European  countries,  Australia 
and  Mexico. 

Breck's  of  Boston 

151  year  old  mail  order  operation 
featuring  Holland  bulbs  and  giftware. 


Dayton,  Ohio 


E.  F.  MacDonald  Shopping 
Bag  Food  Stores,  Inc. 

Over  65  modern  supermarkets  in  Los 
Angeles  and  other  Southern  California 
communities. 

Hotel  MacDonald  SA 

Ultra  modern  1 1  story  luxury  hotel  in 
the  heart  of  Brussels  catering  to  the 
international  traveler. 
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lb  meet  your  needs 
we've  ordered 

$156,000,000 
worth  of  equipment 

in  two  years! 


That's  $11/2  million  a  week! 

To  improve  your  service,  we've  bought  75  new; 
locomotives.  Plus  5,300  new  cars  (over  half  a 
them  boxcars,  the  rest  specialized,  high-capacity 
types).  Plus  7,900  cars  —  mostly  boxcars  —  re 
manufactured  to  meet  modern  requirements 
Plus  650  new  rail-highway  containers  anc 
trailers. 

This  brings  our  fleet  to  nearly  72,000  versatile 
freight-carrying  units.  It's  one  of  the  most  mod 
ern  fleets  in  the  country. 

Our  goal:  the  right  equipment  when  you  neec 
it.  To  move  your  shipments  swiftly  and  economi 
cally  .  .  .  and  help  you  squeeze  more 
waste  out  of  distribution.  Southern 
Railway  System,  Washington,  D.  C. 
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There's  more  to 
changing  on 
airplane  lire  than 
putting  on  a  new 
one. 


We've  been  changing  airplane  tires  for 
the  better  ever  since  1909.  That's  when 
Glenn  Curtis  put  B.F.Goodrich  tires 
on  his  bi-plane  and  won  a  speed  trophy 
at  the  first  International  Flying  Meet. 

Since  then,  we've  come  up  with 
more  innovations  in  airplane  tires  than 
any  other  manufacturer.  The  first 
tubeless  tire,  the  first  supersonic  tire, 
the  first  foldable  tire,  as  well  as  the 
tires  for  the  world's  biggest  and  the 
world's  fastest  planes. 

That's  how  we've  become  the  largest 
manufacturer  of  airplane  tires.  By 
keeping  ahead  of  the  reguirements  of 
advanced  aircraft  design. 

And  by  our  total  tire  capability. 

We  don't  just  design,  test  and  sell 
tires.  We  service  them. 

And  our  service  includes 
factory-trained  tire  experts,  elaborate 
service  and  supply  facilities,  and 
convenient  locations  near  major 
airports,  here  and  abroad. 

All  this  saves  airlines  money.  Saves 
you  flight  delays  and  cancellations. 
And  helps  make  flying  the  world's 
safest  way  to  travel. 


BFGoodrich 


We  improve 
them. 


Forbes 


The  Dramatic  Rise  and  Fall  of  MAI 

Not  so  long  ago  Management  Assistance  Inc.  was  a  "new  concept"  stock,  selling  at  60 
times  earnings.  Funny  thing:  The  concept  was  new.  Only  it  had  some  big  holes  in  it. 


There's  nothing  that  excites  investors 
so  much  as  a  new  concept  in  a  new 
industry  that  is  growing  like  Jack  s 
beanstalk.  And  rightb  so.  lor,  il 
everything  works  out  well,  win  you're 
rich,  man,  rich. 

Alas,  an  occasional  Xerox  or  Po- 
laroid aside,  it  turns  out  to  be  Fool's 
gold.  The  concept  is  brilliant,  daz- 
zling, but  it  has  a  flaw — and  a  ratal 
one.  Investors  don't  realize  this.  The) 
rush  into  the  market  to  blow  up  the 
stock  of  the  companies  that  have  em- 
braced the  concept  to  (it).  70,  100 
times  earnings.  Then,  suddenly  but 
inevitably,  because  ol  that  small,  fatal 
Haw.  the  balloon  bursts. 

This  is  the  story  ol  the  computer- 
leasing  industry,  when  a  stock  that 
sold  at  1  :'i  went  almost  overnight  to 
5734,  while  another  stock  that  sold 
at  1  went  to  673S.  That  5734  stock  is 
now  down  531  to  27;  the  67JS  slock 
is  down  61'.  to  263c  I  Ii  i  Itihli  .  p 
21  .  The  investors  who  bet  on  what 
seemed  like  a  sure  thing  have  lost 
hundreds  of  millions  ol  dollars. 

To  understand  how  and  why,  one 
should  examine  tin-  rise  and  fall  ot 
Management  Assistance  Inc.  MAI  is 
a  case  stud)  for  investors,  a  perfect 
example  ol  how  a  concept  that,  at 
Inst  glance,  seems  sure-fire,  can  ac- 
tually be  riddled  with  fallacies. 

MAI  is  the  company  that  invented 
the  concept  of  data  processing  leasing. 
It  quickly  became  Wall  Street's  favor- 
ite baby.  The  stock  zoomed  from  1J* 
in  the  early  60s  to  45%.  It's  now  down 
to  4'-.  The  market  value  has  sunk 
from  $181  million  to  under  S25  mil- 
lion. Main  people  who  bought  the 
stock  didn't  get  rich.  They  got  poor. 

The  company  has  lost  money  for 
the  past  2li  years.  It  has  a  retained 
earnings  deficit  of  $19  million  and 
its  debt  burden  is  enormous-:  $150 
million  against  total  assets  of  $168 
million.  Thirty-nine  million  dollars  of 
this  debt  must  be  paid  over  the  next 
two  years. 
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Last  Chance.  "It  fakes  giants 
fo  fighf  IBM,"  says  Walter  R. 
Oreamuno  (above),  explain- 
ing his  failure  at  MAI.  Can  his 
successor,  Luther  A.  Schwalm 
(below),    prove    he's    wrong? 


No  other  computer-leasing  com- 
pany has  fared  quite  as  badly  as 
MAI  because,  since  MAI  was  the 
pioneer,  the  others  were  able  to  learn 
a  lew  things  from  its  mistakes. 

IBM    and   the    Fed 

What  were  the  flaws  in  the  concept 
of  computer  leasing?  There  were  two. 
First,  since  IBM  makes  most  of  the 
computers,  anything  IBM  does  can't 
help  but  change  the  whole  arithmetic 
ol  the  computer-leasing  industry.  Sec- 
ond, a  leasing  company — and  this 
goes  lor  all  of  them — is  essentially  a 
finance  company.  It  must  constantly 
borrow  vast  sums  of  money.  Con- 
sequently, anything  the  Federal  Re- 
serve does  about  interest  rates  also 
will  change  the  arithmetic. 

MAI  was  started  by  Waller  R. 
Oreamuno,  a  cherubic-looking,  vol- 
uble, 53-year-old  native  Costa  Rican. 
Oreamuno  is  a  man  with  a  math- 
ematical bent  of  mind.  He  won  a 
contest  in  problem-solving  sponsored 
b\  IBM  and.  as  a  result,  got  a  job 
in  the  I'.S.  with  Point  IV.  That 
eventually  led  to  a  job  installing 
punch-card  equipment  in  Wall 
Street.  "At  that  time,  in  the  mid- 
Fifties,  automation  of  any  kind  was 
virtuall)  unheard  of,"  Oreamuno  says. 
"Only  Merrill  Lynch  and  Bachc 
were  just  beginning  to  toy  with  the 
idea." 

In  the  mid-Fifties,  there  was  no 
computer-leasing  industry.  IBM  made 
the  machines  and  IBM  leased  them, 
and  that  was  that.  Then,  in  1956,  un- 
der attack  by  the  Justice  Depart- 
ment, IBM  agreed  to  sell  its  com- 
puters as  well  as  lease  them.  Or- 
eamuno was  the  first  man  to  realize 
what  that  could  mean.  With  his  asso- 
ciate, Jorge  M.  Gonzalez,  he  formed 
MAI.  They  went  to  companies  that 
were  using  IBM  equipment  and  made 
them  an  offer:  Buy  the  equipment. 
We'll  buy  it  right  back  from  you. 
Then,    we'll   lease   the   equipment    to 
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Some  Do;  An  Increasing  Number  Don't.  Some  com- 
panies still  find  it  profitable  to  use  MAI's  punch-card 
equipment.  On  the  left  are  machines  being  shipped  out 


to  such  lessees.  More  and  more  companies,  however, 
consider  the  equipment  obsolete.  They  prefer  the 
360.    On   the   right   are   machines   they   have    returned. 


you  at  less  than  you're  paying  IBM. 
And  MAI  would  service  like  IBM. 

The  arithmetic  was  perfect.  IBM 
was  depreciating  its  equipment  at 
such  a  rapid  rate  that  MAI  could 
buy  used  IBM  punch-card  equipment 
for  as  little  as  25%  of  the  original 
price.  It  could  then  lease  them  at  far 
less  than  IBM  was  charging.  IBM 
charged  just  as  much  for  ten-year-old 
equipment  as  it  did  for  two-year-old. 

The  arithmetic  was  perfect,  but 
....  Suppose  IBM  decided  to  change 
its  methods  of  depreciating  equip- 
ment. Suppose  that  meant  that  IBM 
would  raise  the  price  of  its  used 
computers  or  make  them  obsolete. 
Then  what?  Obviously,  this  would 
make  hash  of  the  arithmetic. 

The  flaw  was  no  bigger  than  a 
pin  prick  and  it  didn't  seem  likely 
then.  Meanwhile,  MAI  had  to  face 
another  problem,  the  problem  of  every 
leasing  company:  financing.  Before  a 
leasing  company  can  lease  equipment, 
it  has  to  bin-  the  equipment — for 
mone>  on  the  barrelhead.  It  has  to 
borrow  the  money.  Sooner  or  later, 
if  everything  goes  well,  it  will  be  able 
to  repa\  the  loan  from  its  rental:;. 
Then  it  will  own  the  equipment  free- 
and-clear.  II  everything  goes  well. 

Oreamuno  and  Gonzalez  managed 
to  borrow  s^ne  money  from  private 
investors.  In  1961  they  also  were 
able  to  raise  S300,000  in  a  public 
offering  ol  stoi  I  through  New  York's 
Fedennan,  Stonc-lu'll.  However  this 
wasn't  nearly  enough.  In  selling  to  in- 
stitutions, MAI  made  contacts  at 
Bessemer  Securities  who  had  stock 
intere  I  in  Chicago's  Pullman  Bank- 
ing group.  Donald  O'Toule,  a  MAI 
directoi  nid  head  ol  Pullman,  which 
was  also  partly  controlled  by  Finan- 
cial Genei  '  Washington, 
D.C.,  got  MAI  an  $8-million  loan, 
two-thirds  of  which  was  supplied  by 


the  Chase  Manhattan  and  the  Chem- 
ical New  York  banks. 

They  charged  a  stiff  price  for  the 
loans,  an  average  of  9.2%  at  a  time 
when  the  prime  rate  was  half  that 
much.  Even  so,  MAI  was  able  to 
make  a  nice  profit.  On  paper  this 
profit  was  boosted  by  several  account- 
ing assumptions  that  MAI  made.  IBM 
depreciated  its  new  equipment  over 
five  years.  MAI  depreciated  its  used 
equipment  over  ten  years.  MAI  capi- 
talized interest  costs.  Certain  other 
costs  like  lease  acquisition  costs,  it 
deferred. 

Armed  with  financing,  liberal  ac- 
counting and  an  expanding  sales  and 
service  force,  which  today  is  second 
or  third  only  to  IBM's,  MAI  was  on 
its  way.  However,  by  late  1963,  the 
company  again  needed  financing. 

Into   the   Big    Time 

A  West  Coast  investment  counsel- 
ing firm,  Julian  Weiss  &  Co.,  had 
already  provided  $500,000  privately 
in  1962  when  the  market  for  new 
and  unseasoned  issues  collapsed.  This 
was  intended  to  keep  MAI  in  good 
shape  until  it  could  get  more  equity 
financing.  According  to  David  Weiss, 
head  of  his  late  father's  firm  ( now  Cre- 
ative Capital ) ,  "It  was  mv  father  who 
brought  MAI  in  1964  to  White  Weld 
&  Co.  in  Chicago.  He  liked  MAI's 
approach  and  felt  they  were  ready  for 
big-time  investment  bankers." 

With  both  O'Toole  and  White  V.  eld, 
whose  underwriting  successes  include 
Control  Data  and  Leasco,  interested, 
such  institutions  as  Allstate  Insurance, 
Massachusetts  Mutual,  and  several 
trust  funds  took  MAI  notes  with 
warrants,  debentures  and  preferred 
stock.  They  were  also  influential  in 
getting  prestigious  Continental  Illi- 
nois Bank  to  enter  into  a  credit  agree- 
ment  for   a   $35-million    loan   in    late 


1964.  No  longer  would  MAI  have  to 
pay  twice  the  prime  rate;  although  it 
still  paid  1.5%  over  prime  plus  a 
0.5%  service  fee  and  a  0.5%  commit- 
ment fee. 

Bulging  with  cash,  Oreamuno 
bought  every  piece  of  IBM  punch- 
card  equipment  he  could.  In  a  few 
years  revenues  soared  from  $4  million 
to  over  $40  million,  earnings  went 
from  a  deficit  to  a  $2.1-million  profit. 
By  the  time  White  Weld  brought  out 
a  stock  offering  in  early  1965  and 
again  in  1966  MAI  stock  had  soared 
to  $36  from  $4  in  1963.  Insiders  and 
institutions  began  to  take  profits.  Two- 
thirds  of  the  1965  $14.5-million  un- 
derwriting went  to  officers,  directors, 
institutions  and  private  investors. 

The  financier  who  started  MAI 
down  the  gravy  trail,  Hyman  L. 
Fedennan,  then  an  MAI  director,  had 
options  to  purchase  8,000  shares  of 
MAI  common.  These  had  been 
granted  in  1963  at  $2.75.  Fedennan 
exercised  them  in  January  1966  when 
MAI  stock  reached  the  mid-30s.  In 
June  1964  MAI  had  also  granted  a 
warrant  to  purchase  40,000  shares  to 
another  then  director,  Norman  Mesi- 
row,  in  a  partnership  "for  certain 
services  performed  in  connection  with 
the  sale  of  certain  securities  of  MAI." 
The  warrants  were  exercisable  at  $5; 
by  1966  Mesirow  had  sold  30,000 
shares,  also  in  the  mid-30s. 

B.  Sherrard  Elliot  Jr.,  then  a  MAI 
director,  was  an  officer  of  Financial 
General  Coip.'s  financing  subsidiary, 
Intermediate  Credit  Corp.  ICC  had 
entered  into  a  1963  agreement  to 
make  loans  to  MAI  totaling  $8  million 
at  9%  interest.  ICC  also  purchased 
606,000  shares  of  common  at  $2.75 
a  share  and  5,000  shares  of  con- 
vertible   preferred    stock,    in    March 

1965,  ICC  was  able  to  sell  400,000 
common  shares  at  $16.75.  One  year 
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later,  it  sold  the  remaining  306,000 
at  $36.50.  Allstate,  which  had  ac- 
quired 112,000  shares  through  war- 
rants at  a  cost  of  S10,  also  largely  sold 
out.  making  a  230fc  profit. 

By  late  1965  chinks  in  MAI  were 
beginning  to  show  up.  For  one  thing, 
IBM  raised  the  cost  to  MAI  of  pur- 
chasing used  equipment.  Another  chink 
proved  even  more  serious.  MAI  rented 
nearly  all  of  its  equipment  under  2 
year  leases  with  month-to-month  can- 
cellation privileges.  If  new  or  better 
equipment  was  developed,  the  leases 
could  quickly  be  terminated.  That 
year  IBM  brought  out  its  third-gen- 
eration 360.  Oreamuno  felt  that  the 
new  generation  of  computers  was  s,> 
sophisticated  and  costly  that  it  would 
not  harm  MAI  much  because  the  mar- 
kets weren't  the  same.  He  also  felt 
MAI  could  always  find  a  market 
abroad  where  the  sophistication  in 
computers  was  considerably  behind 
the  I    - 

Pursuing   a   Mistake 

MAI  continued  buying  more  punch- 
card  equipment  and  raised  its  bor- 
rowings under  the  credit  agreement 
with  Continental  to  $65  million.  Says 
one  lormer  MAI  employee:  "There 
were  a  number  of  people,  including 
myself,  warning  them  to  stop  buying 
and  wait  and  see  what  impact  the 
360s  would  have.  They  tended  to  re- 
gard me  as  a  traitor,  an  idiot,  or 
both." 

By  L967,  MAI's  practice  of  depre- 
ciating equipment  over  ten  years  be- 
came more  untenable.  The  success  ol 
the  IBM  360  was  obsoleting  the 
equipment. 

In  1967  Oreamuno  and  Gonzalez, 
under  pressure  From  the  institutions 
and  bankers,  decided  that  MAI  would 
he  belter  off  as  part  of  a  larger  com- 
pany. They  entered  into  talks  with 
Transamerica  Corp.,  the  San  Francisco- 
based  giant  financial  multicompanv, 
on  July  28.  The  plan  called  for  $70 
million  in  TA  stock.  However,  TA 
abruptly  canceled  the  merger  plan  in 
early  August.  One  day  later,  MAI 
reported  a  $1.4-million  loss  for  the 
nine  months  ended  June  30,  com- 
pared   with   a   profit   of   S2.2   million 


the  year  before.  Walter  Oreamuno 
stepped  down  as  chief  executive  and 
Luther  A.  Schwalm,  who  had  recently- 
been  brought  in  after  37  years  with 
IBM,  was  named  to  succeed  him. 

If  that  wasn't  bad  enough,  the  air 
already  had  been  poisoned  by  news 
that  Oreamuno  and  Gonzalez  in  late 
1966  had  disposed  of  56,000  shares 
less  than  two  months  before  MAI  was 
to  report  its  sharp  decline  in  earnings. 
Oreamuno  denied  that  there  was  any 
connection;  he  insisted  he  was  forced 
to  sell  the  shares  because  the  Con- 
tinental Illinois  bank  had  asked  him 
to  pay  oft  his  Sl.S-million  loan.  A 
suit  still  in  the  courts  was  filed  by  a 
stockholder  to  make  him  pay  back  any 
profits  he  made  as  an  insider. 

Hands  Full 

In  this  setting.  Schwalm  set  about 
to  try  and  pull  the  chestnuts  out  of 
the  fire.  It  has  proved  to  be  im- 
mensely difficult.  One  of  the  first 
things  he  did  was  to  stop  all  pur- 
i  liases  of  punch-card  equipment  to 
halt  the  chain  on  MAI's  depleted  re- 
sources. He  also  made  the  decision  to 
move  MAI  into  the  leasing  of  periph- 
eral equipment,  such  as  disk  drives 
and  tapes.  He  subsequently  set  this 
activity  up  as  a  separate  company 
and  raised  fresh  money  on  it. 

I. ate  last  year  Schwalm  had  to 
administer  the  strongest  pill  of  all.  a 
S17-million  write-down,  largely  on  ob- 
solete punch-card  equipment.  In 
effect,  this  was  the  long-delayed  ad- 
mission   thai    \l  \l  s    depreciation   had 

Ik  en  grosslj   understated  in  the  past. 

His  most  immediate  problem  was 
that,  as  a  result  ol  2%  years  ol  losses 
and  the  heavy  write-off,  MAI  had  a 
negative  cash  How  and  its  debt-he. i\  \ 
financial  structure  was  beginning  to 
totter. 

Schwalm  got  the  banks  to  refinance. 
They  agreed  to  cut  MAI's  repayment 
schedule  for  1969  from  $44  million 
to  SIT  million.  But  first  MAI  had  to 
go  out  and  raise  $7.7  million  in  Fresh 
equity  capital.  For  this  it  had  to  pay  a 
stiff  price  in  dilution.  The  new  stock- 
holders included  a  number  ol  well- 
known  hedge  funds  and  the  Continen- 
tal Bank's  Trust  department.  For  their 


Computer  Leasers: 

Rise  and  Decline 

Stock  Prices 

Percent 

Peak  Market 

Company 

Low 

High 

Recent 

Decline 

Value-Mil.  $ 

Management  Assistance  Inc. 

IV. 

45V4 

4V« 

90% 

$181 

Boothe  Computer 

18 

65 

25 

62 

108 

Data  Processing  F&G 

5'/2 

92 

27 

71 

150 

Dearborn  Comp.  &  Marine 

15'/2 

63 

36V2 

42 

25 

Granite  Mgmt.  Services 

43A 

58  Vs 

18Vs 

68 

81 

Greyhound  Computer 

7V2 

43V4 

14 

68 

187 

Leasco  Data  Processing 

l«/4 

57'A 

27 

53 

509 

Levin-Townsend   Computer 

1 

67V* 

26Vs 

61 

193 

Randolph  Computer 

5 

64 

26V2 

59 

155 

•ST. 7  million,  they  get  almost  25%  of 
the  total  common  stock;  a  few  years 
ago  that  25%  would  have  been  worth 
STT  million. 

This  refinancing  has  alleviated 
MAI's  problems.  It  hasn't  so'ved 
them.  MAI  owns  $140  million  worth 
of  punch-card  equipment.  What  this 
is  really  worth  is  uncertain  but  no- 
body thinks  it  would  bring  as  much 
as  $140  million  in  the  open  market. 
Moreover,  customers  are  letting  leases 
expire  faster  than  new  ones  are  be- 
ing written.  Thus  MAI's  percent- 
age of  id'  equipment  was  17%  at 
the  end  of  May,  up  from  12%  a  year 
earlier. 

Then  there  is  IBM's  new  line  of 
small  computers,  System  3,  largely 
geared  to  the  same  market  than  MAI 
serves  with  its  older  equipment. 

Ominous   Analogy? 

A  few  years  ago,  everything  that 
MAI  did  came  up  roses.  Now  every- 
thing it  does  shrivels  on  the  vine. 
Will  the  newer  computer-leasing  com- 
panies meet  a  similar  fate?  In  an 
article  in  July  1968,  Forbes  suggested 
that  many  of  them  could  well  do  so. 
Wall  Street  already  has  had  second 
thoughts  about  them. 

Tine,  they  lease  far  more  modern 
equipment  than  MAI.  True,  their 
third-generalion  IBM  360  computers 
.ue  not  likely  to  be  completely  ob- 
soleted  by  a  new  computer  line.  But 
The  Street  now  understands  that  these 
are  not  so  much  technology  com- 
panies as  a  kind  of  money-lending 
operation;  a  business  which  adds  a 
minimum  of  value  to  what  it  sells  and 
is  open  to  price  cutting.  MAI  and  the 
computer-leasing  companies  at  their 
highs  sold  for  as  much  as  60,  TO 
times  earnings.  They  did  so  because 
many  people  had  a  misunderstanding 
of  the  nature  of  their  business. 

The  sad  thing  is  that  it  is  the  gen- 
eral public,  the  small  stockholder,  who 
pays  the  price.  The  insiders  and 
the  principals  may  have  paper  losses 
in  the  sense  that  their  stocks  are  way 
down  from  what  they  once  sold  at. 
But  in  almost  every  case,  the  stocks 
still  sell  way,  way  over  what  the  in- 
siders paid.  In  the  meantime,  some 
of  the  shrewder  computer-leasing  com- 
panies were  able  to  use  their  tem- 
porarily high-priced  stocks  to  buy 
solid  assets  in  the  merger  markets: 
Leasco  bought  Reliance  Insurance  and 
Levin-Townsend  bought  a  gambling 
casino. 

It's  easy  enough  to  say  that  the 
people  who  bought  stocks  like  MAI 
at  the  top  get  what  they  deserved. 
Maybe  so,  but  who  can  deny  that 
they  got  a  good  deal  of  encourage- 
ment from  the  investment  fraternity 
and  from  the  companies  themselves.  ■ 
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Strange  Romance? 


Movies  and  tires?  Rock  'n'  roll  and  chemicals?  Akron  and  Hollywood? 
But  Firestone  and  MCA  may  not  be  as  incompatible  as  they  sound. 


In  the  old  Hollywood  movie,  Papa 
wanted  his  son  to  come  into  the  fam- 
ily business,  but  the  youngster  wanted 
to  run  away  and  become  an  artist  or 
a  movie  actor.  They  don't  make 
movies  like  that  anymore,  but  it's 
surprising  how  many  big  businesses 
are  acting  like  the  old  movie  heroes. 

For  example,  Gulf  &  Western  now 
owns  Paramount  Pictures;  Trans- 
america  owns  United  Artists;  Avco 
Corp.  owns  Embassy  Pictures;  Kin- 
ney National  owns  Warner  Bros.- 
Seven  Arts. 

And  now  it's  staid  Firestone  Tire 
&  Rubber  that  is  talking  merger  with 
Hollywood's  MCA,  Inc. 

Has  Firestone  gotten  stars  in  its 
eyes?  Nothing  like  that,  insists  Leon- 
ard K.  Firestone,  son  of  the  founder, 
head  of  Firestone's  West-Coast  opera- 
tions, and  the  man  who  first  proposed 
the  merger  to  his  younger  brother, 
Chairman  Raymond  Firestone. 

"We  were  looking  from  the  stand- 
point of  our  own  organization,"  Fire- 
stone says.  "With  the  merger,  there 
will  be  more  opportunities  for  people 
in  our  own  company."  Firestone, 
though  it  does  $2  billion  in  business, 
remains  basically  a  tire  company,  and 
a  family  tire  company  at  that,  with  all 
the  limitations  that  implies.  MCA, 
though  only  one-eighth  as  big,  is  all 
over  the  place.  Besides  movies  and  TV 
(Universal),  it  is  big  in  phonograph 
records  (Decca  &  Kapp),  in  real  estate 


(Universal  City),  and  in  savings  & 
loan  financial  services  (Colorado's  Co- 
lumbia Savings  &  Loan  Co.).  If  the 
merger  goes  through,  Firestone  will 
become,  in  one  swoop,  a  kind  of  con- 
glomerate with  enough  opportunities 
to  keep  its  people  busy. 

Firestone  is  in  a  good  position  to 
utilize  these  opportunities.  "Fire- 
stone," says  President  Lew  R.  Was- 
serman,  the  tall,  lean,  exacting  chief 
executive  of  MCA,  "will  bring  us  the 
financial  flexibility  we  need."  That's 
putting  it  mildly.  Firestone  has  a  huge 
$1  billion  in  stockholders'  equity 
against  just  over  $400  million  in  debt. 
MCA,  on  the  other  hand,  has  some 
$100  million  in  debt  against  $150 
million  in  equity.  Some  $49  million  of 
MCA's  debt  is  short-term  bank  credit, 
another  $50  million  consists  of  two 
notes  due  in  March  1971.  Firestone 
had  earnings  of  $127  million  last  year, 
cash  flow  of  $200  million.  MCA  earn- 
ings, periled  by  the  seesaws  of  the 
movie  business,  came  in  last  year  at 
$13.5  million,  a  hairbreadth  below 
those  of  six  years  ago.  Only  MCA's 
extraordinary  success  in  TV — it's  far 
and  away  the  leading  producer  of  TV 
films — saved  it  from  trouble. 

Needed:  More  Money 

Meanwhile,  MCA  has  had  increased 
capital  demands  to  finance  its  inven- 
tories, to  develop  its  400-acre  Uni- 
versal City,  and  a  planned  venture  in 


entertainment  tapes.  MCA  inventories 
consist  of  taped  television  shows, 
films  for  TV  and  18  completed  but 
unreleased  movies.  These  may  be 
more  exotic  than  Firestone's  rubber 
and  chemical  inventories,  but  they 
are  inventories  nevertheless  and  must 
be  financed.  In  fact,  MCA's  very  suc- 
cess in  television  is  partly  responsible 
for  its  financial  bind  and  for  Wasser- 
man's  engaging  MCA  first  to  Westing- 
house — a  union  blocked  by  the  Jus- 
tice Department  last  April — and  now 
to  Firestone. 

Last  year  MCA  pioneered  the  two- 
hour  feature  film  made  originally  for 
television  and  sold  eight  such  films  to 
the  National  Broadcasting  Co.  This 
year,  the  three  networks  have  con- 
tracted for  20  two-hour  films.  This  is 
in  addition  to  the  nine  hours  of  series 
MCA  makes  for  TV,  a  total  of  just 
under  300  hours  of  tape  and  film  for 
the  medium  from  its  Universal  Stu- 
dios in  Los  Angeles's  San  Fernando 
Valley.  How  can  this  be  a  problem? 
Wasserman  explains: 

"In  the  half-hour  television  series 
format,  each  program  takes  three  days 
to  manufacture.  There  is  fairly  rapid 
turnover.  But  if  you  have  an  hour- 
and-a-half  show,  it  takes  nine  days. 
Yet  you  run  one  a  week.  Add  two- 
hour  shows  and  you've  got  to  get  tre- 
mendous backlog,  so  you  keep  add- 
ing lead  time.  More  lead  time  means 
more  investment." 

MCA's  conservative  bookkeeping 
methods  compound  the  problem.  Un- 
like other  filmmakers,  it  does  not  re- 
cord revenues  from  TV  until  it  has  the 
check  in  hand.  Until  then,  TV  con- 
tracts represent  an  investment  that 
will  not  pay  off  until  later.  MCA  has 


Miracles  Take  Longer 

Jack  Fontaine  isn't  proclaiming  a  "turnaround" at  Bendix. 
Not  yet  But  the  figures  show  that  he's  getting  there. 


How  quickly  should  the  new  chief 
executive  of  a  lagging  company  be 
expected  to  produce  a  turnaround? 
One  year?  Two?  Five,  or  perhaps 
longer?  The  answer  is:  It  all  depends. 
It  depends  on  how  good  the  man 
happens  to  be.  It  also  depends  on 
how  the  company  was  run  before  the 
new  man  took  over. 

At  Detroit's  Bendix  Corp.,  Chair- 
man A.  P.  (Jack)  Fontaine  was 
handed  the  heim  in  1965,  after  five 
years  as  executi\<  ,m  president.  At 
that  point  Bendix'  profits  had  been 
slipping  downhill  foi  about  a  half- 
dozen  years.  Its  sales,  which  mainly 
came  from  aviation  parts,  followed 
by    automotive    and    space    products, 
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were  showing  only  spotty  growth. 
Fontaine  made  some  promises:  that 
by  1968  sales  would  exceed  $1  billion 
(from  $757  million  in  1964);  that 
only  half  Bendix'  business  would  come 
from  the  Government  (as  opposed  to 
62%)  and  that  it  would  make  5? 
after  taxes  (instead  of  just  3%). 

Fontaine  has  lived  up  to  the  first 
two  promises  and  very  nearly  the 
third.  Thanks  to  a  dozen  or  so  small 
acquisitions,  plus  some  internal 
growth,  Bendix'  1968  revenues  totaled 
$1.4  billion.  Barely  over  half  of  that 
was  from  government  work.  And  its 
net  on  sales,  while  not  up  to  the  pre- 
dicted level,  nevertheless  had  im- 
proved  to  just  over  4%.  In  fiscal  1969, 


which  will  end  this  month,  Bendix' 
sales  and  earnings  both  should  be  at 
record  levels;  nine-month  figures  were 
$1.1  billion  in  sales,  and  earnings 
per  share  of  $2.67,  up  from  $2.03  in 
the  nine  months  of  1968. 

A  commendable  job,  certainly.  But 
Jack  Fontaine  is  not  ready  to  declare 
that  the  turnabout  is  at  hand.  And 
with  good  reason:  The  first  signs  of 
earnings  improvement  have  only  be- 
come evident  during  the  past  year 
and  Fontaine  knows  well  that  a  one- 
year  bulge  does  not  necessarily  make 
a  lasting  turnaround.  "This  turn- 
around business  can  be  gawdawlul 
slow,'-  he  says,  "We're  still  in  the 
early  innings." 

Fontaine  argues,  in  his  amiable  easy- 
going  way,  that  it  has  taken  him 
quite  a  while  just  to  cure  the  com- 
pany's problems  of  earlier  years.  Now, 
however,  he  says  some  of  the  big- 
ger ones   are   solved.   Through    1968, 
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Romance  In  Tires.  Did  Har- 
vey Firestone  Sr,  ever  dream 
that  some  day  the  busi- 
ness he  created  would  pro- 
duce a  movie  called  "The 
Loves  of  Isadora"  star- 
ring       Vanessa       Redgrave? 


other  such  investments — hundreds  of 
episodes  of  successful  TV  series,  such 
as  "The  Virginian,"  that  are  still  run- 
ning in  prime  network  time.  Someday 
Wassermarj  will  be  able  to  sell  those 
episodes  to  local  stations,  but  for  now 
they're  inventories." 

Far    less    certain     than     television 
films,  where  "we  do  nothing  on  specu- 


lation," says  Wasserman,  are  motion 
pictures  for  theaters.  These  can  be 
spectacularly  unsuccessful,  plummet- 
ing earnings  in  any  one  year.  Last 
year,  flops  like  "Thoroughly  Modern 
Millie"  and  "Boom,"  starring  those 
high-cost  properties,  E.  Taylor  and 
R.  Burton,  dropped  MCA's  profits 
19%;  this  year  "Sweet  Charity"  is 
proving  disappointing.  Yet  MCA  now 
has  18  motion  pictures  on  inventory. 
Wasserman  foresaw  last  October  that 
MCA's  TV  business  would  be  so  great 
there  would  be  no  room  at  Universal 
Studios  to  make  feature  films  after 
June.  Therefore  the  company  pushed 
production  schedules  and  completed 
the  18  movies. 

Getting   to  Know   You 

Why  make  movies  at  all  when  TV 
is  die  more  certain  business?  Wasser- 
man's  answer  is  at  least  unusual  for 
the  movie  industry.  "We  have  a  pro- 
duction facility,  the  studio,  and  we 
can  control  costs  because  we  don't  go 
outside  to  film,"  explains  the  president 
of  MCA.  "We  make  full  use  of  our 
facilities."  A  thoroughly  businesslike 
approach  and  one  that  owners  of  tire 
assembly  lines  would  understand,  as 
they  seem  to. 

For  Wasserman  and  for  Jules  C. 
Stein,  chairman  of  MCA,  the  merger 
with  Firestone  is  a  very  good  thing 
personally.  Although  the  details 
haven't  yet  been  worked  out,  the 
general  plan  calls  for  MCA  stockhold- 
ers to  receive  Firestone  convertible 
debt  securities  having  a  face  value  of 
$40  and  paying  &A%.  The  securities 
can  each  be  converted  into  one-half 
a  share  of  Firestone  common. 

On  the  basis  of  the  $40  face  value 


of  the  securities,  Firestone  will  be 
paying  $320  million  for  MCA.  Wasser- 
man owns  12%  of  the  present  MCA 
stock  and  Stein  24%;  Wasserman's  se- 
curities will,  therefore,  be  worth  $38 
million,  and  Stein's  $76.3  million.  Con- 
version woud  give  Wasserman  \A% 
of  Firestone  common,  and  Stein  2.8%. 
The  Firestone  family,  by  contrast, 
controls  25%. 

How  did  the  deal  come  about? 
Says  Leonard  Firestone:  "When 
MCA's  merger  with  Westinghouse 
fell  through,  I  called  [MCA  Vice 
President]  Taft  Schreiber,  a  good 
friend  for  many  years,  to  say  I  was 
sorry.  It  occurred  to  me  to  ask,  'Why 
don't  we  talk?'  I  sent  their  annual 
statement  to  my  brother  with  a  note 
saying  we  ought  to  take  a  look  at  this 
and  he  showed  it  to  people  there." 

Wall  Street  may  be  bemused  by  the 
link-up  of  conservative  Firestone  with 
glamorous  MCA,  but  Leonard  Fire- 
stone sees  things  differently. 

"We're  both  conservative  in  the 
sense  of  being  sound  financially.  But 
we're  not  conservative  when  it  comes 
to  new  ideas  in  merchandising,"  he 
says,  seeing  possibilities  to  apply  MCA 
showmanship  to  Firestone's  market- 
ing. "My  father,  you  know,  started  the 
idea  of  one-stop  stores  for  auto  sup- 
plies. He  pioneered  that.  It  doesn't 
seem  so  wild  now  but  it  was  in  the 
early  Twenties." 

So,  maybe  the  idea  of  Hollywood 
and  Akron,  celluloid  and  rubber,  show 
biz  and  the  tire  biz  aren't  so  far  apart 
as  they  look  at  first  sight.  The  Justice 
Department  willing,  and  if  the  two 
parties  continue  to  like  the  looks  of 
each  other's  books,  an  interesting  new 
multicompany  may  come  into  being.  ■ 


he  points  out,  the  company  was  still 
fulfilling  contracts  made  by  the  old 
management,  contracts  which  lacked 
escalation  clauses  to  protect  against 
rising  prices.  "We  no  longer  take  con- 
tracts and  hope  that  later  on  we'll  find 
some  way  to  cut  down  on  the  costs," 
states  Fontaine.  "That  is  not  permit- 
ted at  any  level." 

He  also  feels  that  in  the  past  the 
company  was  too  stingy  with  capital 
funds  for  new  plants  and  moderniza- 
tion of  older  ones,  thus  causing  Ben- 
dix'  production  costs  to  be  unneces- 
sarily high.  In  the  last  three  years  he 
has  spent  $123  million  on  capital  ex- 
penditures, more  than  Bendix  had 
spent  in  the  previous  six  years.  Most 
or  the  money  went  for  plant  renewal. 
Fontaine  sees  no  chance  for  a  letup: 
"Next  we've  got  to  start  building 
some  new  plants." 

Finally,  Fontaine  feels  the  com- 
pany's former  management  structure 


was  inadequate.  "Bendix  was  orga- 
nized haphazardly,"  he  says.  "You 
would  have  a  group  executive  who 
had  to  be  an  expert  in  five  different 
businesses.  Then  you'd  have  another 
group  executive  responsible  for  those 
same  businesses  in  another  region.  It's 
taken  a  long  time  to  get  the  executive 
structure  grouped  not  by  geographic 
but  by  marketing  considerations."  He 
has  organized  the  company  into  three 
main  subsidiaries — international,  au- 
tomotive and  automation,  and  aero- 
space and  electronics.  And  he  has  not 
exactly  been  gentle  in  the  process. 
Only  three  of  the  top  20  executives 
in  office  when  Fontaine  took  over 
still  remain. 

"We  used  to  pick  people  by  ex- 
pedience," he  says.  "We'd  take  a 
guy  who  happened  to  be  a  hell 
of  a  good  sales  manager  and  make 
him  a  general  manager.  Quite  often 
he'd  be   about   as  well  qualified   for 


the  job  as  that  guy  mowing  the  lawn 
out  there." 

"At  the  end  of  this  fiscal  year,"  he 
adds,  "I  will  have  in  my  office  a  book 
which  will  list  two  candidates  for 
every  major  job  in  this  company." 

With  past  problems  submitting  to 
remedy,  Fontaine  is  now  casting  his 
eye  more  to  the  future.  He  sees  some 
big  growth  ahead  in  the  broad  field 
of  automation:  machine  tools,  gages, 
numerical  control  systems.  Another 
growth  area  for  the  company,  says 
Fontaine,  is  scientific  instruments. 
Both  areas  currently  make  up  small 
percentages  of  Bendix'  sales.  He  has 
his  work  cut  out  for  him. 

But  Fontaine  has  lived  up  to  his 
earlier  promises.  To  his  credit  is 
his  refusal  to  proclaim,  in  spite  of 
this  year's  bulge  in  earnings,  that  a 
turnabout  is  at  hand.  That  is  one  of 
the  most  hopeful  signs  that  a  real 
one  may  be  in  the  making.  ■ 


FORBES,  SEPTEMBER  1,  1969 


23 


Casualty  List 


Some  of  this  year's  stock  market  casualties  are  hardly  surprising.  But  there 
are  also  some  substantial  names  among  the  ruins  of  yesterday's  hot  tips. 


From  its  twin  peaks  of  December 
1968  and  February  1966,  the  Dow- 
Jones  industrial  average  has  declined 
19%  and  25%,  respectively.  But  this 
isn't  the  whole  story:  No  fewer  than 
90  stocks  on  the  New  York  Stock  Ex- 
change are  down  60%  to  82%  from 
their  1966-69  highs. 

The  roster  breaks  down  into   four 


distinct,  though  sometimes  overlapping 
categories.  Some  are  there  because 
their  industries  are  out-of-favor,  such 
as  the  conglomerates,  for  example, 
Gulf  &  Western  and  Ling-Temco- 
Vought,  and  airlines  such  as  Trans 
World  Airlines. 

Then  there  are  companies  that  in- 
dividually have  performed  worse  than 

The  Big  Decliners 


competitors  in  their  industries:  Ad- 
miral Corp.;  Babcock  &  Wilcox;  Gen- 
eral Dynamics;  Metromedia;  Time 
Inc.  Tjieir  rivals,  such  as  Zenith,  Com- 
bustion Engineering,  North  American 
Rockwell,  Columbia  Broadcasting  Sys- 
tem, McGraw-Hill,  have  not  fallen 
anywhere  near  as  much. 

Next  came  technology  stocks  that 


Latest  12-Month 

Price/E 

arnings 

1966-69 

Recent 

Earnings 

Ratio 

Indicated 

C'irrent 

Company 

Industry 

High 

Price 

Decline 

Per  Share 

At  High 

Current 

Dividend 

Yield 

Adams-Millis 

Textiles 

43% 

13% 

69.90/0 

$0.83 

55 

16 

$0.20 

1.5% 

Admiral  Corp. 

Electronics 

673/g 

15% 

77.6 

0.84 

34 

18 

none 

— 

AMK 

Conglomerate 

583/8 

22% 

61.2 

2.15 

40 

11 

0.30 

1.3 

Associated  Brewing 

Branded  Goods 

283/4 

10 

65.2 

0.48 

92 

21 

none 

— 

"Automatic"  Sprinkler 

Conglomerate 

74 

13% 

81.9 

0.40 

33 

0.11 

0.8 

Avco 

Conglomerate 

653/8 

25% 

61.6 

3.48 

18 

7 

1.20 

4.8 

Avnet 

Electronics 

43% 

14 

67.8 

1.04 

24 

13 

0.40 

2.9 

Babcock  &  Wilcox 

Energy 

58% 

231/4 

60.3 

0.93 

22 

25 

1.36 

5.9 

Bangor  Punta 

Conglomerate 

61 '/8 

231/4 

62.0 

2.62 

26 

9 

0.60 

2.6 

Bates  Manufacturing 

Textiles 

273/4 

10% 

61.7 

d 

— 

— 

none 

— 

Belco  Petroleum 

Energy 

61 

23% 

61.5 

1.73 

37 

14 

0.50 

2.1 

Berkey  Photo 

Leisure 

46% 

153/4 

65.9 

0.91 

40 

16 

stock 

— 

Bermec  Corp. 

Leasing 

30% 

10% 

66.1 

0.68 

49 

15 

none 

— 

Bobbie  Brooks 

Textiles 

39% 

15% 

60.4 

0.23 

— 

67 

none 

— 

Boeing 

Space  &  Defense 

112% 

30% 

72.5 

2.75 

27 

11 

1.20 

3.9 

Braniff  Airways 

Travel 

32% 

12% 

61.5 

0.57 

32 

22 

0.50 

4.0 

Chi.  Mil.  St.  Paul  &  Pac. 

Transportation 

743/4 

25% 

65.9 

d  1.64 

29 

— 

none 

— 

Collins  Radio 

Electronics 

114% 

40 

65.2 

3.52 

26 

11 

0.80 

2.0 

Commercial  Solvents 

Chemicals 

79% 

16% 

79.2 

0.42 

39 

39 

0.40 

2.4 

Computer  Sciences 

Info.  Process. 

75% 

21% 

72.2 

0.50 

42 

0.04 

0.2 

Continental  Air  Lines 

Travel 

37% 

12% 

66.5 

0.13 

22 

97 

0.50 

4.0 

Continental  Copper 

Metals 

37% 

11 

70.7 

0.04 

14 

0.30 

2.7 

CTS  Corp. 

Electronics 

43 

16% 

60.8 

1.41 

20 

12 

0.40 

2.4 

Dennison  Manufacturing 

Info.  Process 

80 

27 

66.3 

2.17 

36 

12 

0.60 

2.2 

Diners  Club 

Finance 

58% 

203/4 

64.5 

0.44 

47 

0.50 

2.4 

Dorr-Oliver 

Machinery 

35% 

14 

60.7 

d0.60 





none 



Eastern  Air  Lines 

Travel 

61% 

I6V4 

73.6 

d  1.48 

39 

— 

0.50 

3.1 

Fan  steel 

Metals 

69% 

18% 

73.9 

d0.80 

35 

— 

none 

— 

Foote  Mineral 

Metals 

37% 

14% 

62.7 

d 

— 

— 

none 

— 

Foxboro 

Electronics 

77 

29% 

61.2 

0.61 

34 

49 

0.60 

2.0 

Freeport  Sulphur 

Mining 

78 

253/4 

67.0 

2.40 

37 

11 

1.60 

6.2 

General  Cable 

Metals 

553/4 

19 

65.9 

0.99 

26 

19 

1.20 

6.3 

General  Dynamics 

Space  &  Defense 

79 

233/4 

69.9 

2.35 

16 

10 

1.00 

4.2 

G'obe-Union 

Electronics 

46 

163/4 

63.6 

1.23 

61 

14 

0.80 

4.8 

Gulf  Resources 

Mining 

40% 

12% 

69.1 

0.30 

40 

42 

none 

— 

Gulf  &  Western 

Conglomerate 

641/4 

211/4 

66.9 

3.55 

20 

6 

0.40 

1.9 

Gulton  Industries 

Electronics 

67 

181/4 

72.8 

0.92 

44 

20 

none 

— 

Harvey  Aluminum 

Metals 

58% 

21% 

63.3 

1.61 

25 

13 

1.20 

5.6 

Hat  Corp. 

Textiles 

231/4 

9 

61.3 

0.29 

32 

31 

0.40 

4.4 

High  Voltage  Engineering 

Electronics 

45% 

18 

60.3 

0.57 

78 

32 

none 

— 

Hoffman  Electronics 

Electronics 

28% 

10% 

62.6 

0.36 

79 

30 

none 



International  Minerals 

Chemicals 

57% 

14 

75.7 

0.09 

22 

none 

— 

International  Rectifier 

Electronics 

343/4 

13 

62.6 

d0.48 

35 

— 

none 

— 

Itek 

Space  &  Defense 

172% 

49% 

71.3 

1.41 

71 

35 

none 

— 

KLM  Royal  Dutch 

Travel 

1553/4 

52% 

66.5 

7.06 

16 

7 

1.11 

2.1 

Keller  Industries 

Building  Materials 

70 

22% 

67.9 

2.15 

27 

10 

1.00 

4.4 

Ling-Temco-Vought 

Conglomerate 

169% 

33% 

80.5 

2.74 

24 

12 

1.33 

4.0 

Litton  Industries 

Conglomerate 

115% 

42% 

63.4 

2.30 

43 

18 

stock 

— 

Lockheed  Aircraft 

Space  &  Defense 

73% 

24% 

67.3 

3.31 

15 

7 

2.20 

9.1 

Londontown  Mfg. 

Textiles 

43% 

17 

60.9 

1.89 

19 

9 

0.30 

1.8 

Metromedi. 

Leisure 

57% 

19% 

66.5 

1.28 

31 

15 

0.50 

2.6 

Microdot 

Conglomerate 

58V4 

20% 

65.0 

1.73 

43 

12 

0.40 

2.0 

Mid-Con  Inc 

Conglomerate 

38 

11% 

70.1 

1.08 

20 

11 

0.40 

3.5 

Minnesota  Enterprises 

Transportation 

35 

12% 

64.3 

0.34 

37 

none 

— 

Monogram  Industries 

Conglomerate 

813/4 

26% 

67.6 

1.68 

44 

16 

none 

— 

E — Estimate,     d — Deficit.     °  Over  100  times  earnings. 
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sold  on  dreams  which  have  yet  to 
materialize.  Many  of  them  have  taken 
a  severe  beating — Collins  Radio  and 
Sanders  Associates.  In  contrast,  top- 
performing  technology  stocks  such  as 
Xerox  and  Control  Data  are  down  less 
than  the  DJI,  and  Burroughs  is  near 
its  all-time  high. 

Finally,  comes  the  most  bedraggled 
group  of  all:  the  hot  little  stocks  that 
ran  up  for  no  very  sound  reasons  in 
the  supercharged  market  atmosphere 
of  1967-68.  Take,  for  example,  an  ob- 
scure little  midwestern  conglomerate 
called  Mid-Con  Inc.,  an  agglomera- 
tion of  electrical  equipment,  road  ma- 
chine]), lawnmowers  and  caskets. 
For  no  discernible  reason,  its  stock 
ran  up  from  7  in  1967  to  38  last  year. 
It  got  its  comeuppance  this  year.  Now 
in  the  process  of  merging  with  another 
conglomerate,  "Automatic"  Sprinkler. 
Mid-Con  currently  sells  around  12, 
clown  70!?.  Other  examples:  Perfect 
Film  &  Chemical,  which  sold  as  high 
as  31  times  earnings  during  its  heyday 
last  year,  now  is  down  81%. 

All  of  which  shows  that  a  good 
many  investors  are  taking  a  worse 
htatmg  than  the  DJI  figures  suggest. 
They  are  paying  the  inevitable  price 
for  a  market  that  often  lost  touch 
with  reality.  ■ 


THE  TRACK 
OF  THE  BEAR 

As  of  mid-August,  the  current  bear 

has  yet  to  equal  the  percentage   deel 

some  of  its  recent  predecessors.  But 

ready  has  wiped  out  over  $100  billion  in        ^^ /^/ 


market    ^^^"A'i 
dine  of  wLt 

ut  it  al-  J«J' 


stock  values  and  dropped  the  Dow  Jones 
Industrial  Average  back  to  its  1964  level. 


25%  30% 


The  Dow  Jones  Industrial  Average 


Company 


Industry 


1966-69 
High 


Recent 
Price 


Decline 


Latest  12-Month      Price/Earnings 

Earnings  Ratio  Dividend  Current 

Per  Share        At  High     Current  Indicated  Yield 


National  General 
National  Industries 
Northwest  Airlines 
Northwest  Industries 
Oak  Electro/ Netics 


Leisure 

Conglomerate 

Travel 

Conglomerate 

Electronics 


60>/2 
29% 
67»/2 
60% 

48% 


217/8 

10 

24% 

17 

15% 


63.8% 

66.0 

63.5 

72.0 

68.5 


$2.36 
0.89 
2.49 
0.58 
0.78 


40 
28 
21 
22 
39 


12 
11 
10 
29 
20 


$0.20 
stock 
0.45 
1.40 
0.64 


0-9% 

1.8 
8.2 
4.2 


Ogden 

Conglomerate 

52 

20% 

60.8 

1.78 

27 

11 

0.80 

3.9 

Pacific  Southwest  Air. 

Travel 

49V4 

17% 

64.7 

1.09 

34 

16 

0.60 

3.5 

Pan  American  Sulphur 

Mining 

46% 

17 

63.3 

0.77 

27 

22 

0.80 

4.7 

Pan  American  W.A. 

Travel 

39% 

15% 

61.2 

0.90 

17 

17 

none 

— 

Perfeci  Rim 

Leisure 

.  88% 

163/4 

81.1 

1.80  E 

31 

9 

none 

— 

Products  Research 

Chemicals 

47 

173/4 

62.2 

1.37 

31 

13 

0.28 

1.6 

Rapid-American 

Distribution 

52% 

20% 

60.2 

2.28 

23 

9 

0.75 

3.6 

Republic  Corp. 

Conglomerate 

61% 

21% 

64.4 

1.72 

39 

13 

none 

— 

Riegel  Textile 

Textiles 

49% 

18% 

62.7 

0.57 

28 

32 

1.20 

6.5 

Rucker 

Electronics 

66 

161/4 

75.4 

0.64 

80 

25 

none 

— 

SCM 

Conglomerate 

86% 

30 

65.4 

2.39 

29 

13 

0.60 

2.0 

Sanders  Associates 

Space  &  Defense 

77V4 

25 

67.6 

0.43 

63 

58 

0.30 

1.2 

Sangamo  Electric 

Electronics 

62% 

22 

64.7 

0.63 

76 

35 

0.40 

1.8 

Scientific  Resources 

Conglomerate 

38 

13 

65.8 

d  1.44 

— 

— 

none 

— 

Sei'on 

Conglomerate 

27% 

10 

63.6 

d  0.18 

— 

— 

stock 

— 

Simmcnds  Precision 

Electronics 

45% 

11% 

74.8 

0.77 

35 

15 

0.20 

1.7 

Sprague  Electric 

Electronics 

58% 

2OV4 

65.3 

d  1.09 

60 

— 

0.40 

2.0 

Standard  Kollsman 

Space  &  Defense 

43 

14% 

66.6 

d0.04 

27 

— 

none 

— 

Stoke'y-Van  Camp. 

Branded  Goods 

603/4 

23% 

60.7 

1.46 

31 

16 

1.00 

4.2 

Sundstrand 

Machinery 

91 

32% 

64.7 

2.66 

31 

12 

0.80 

2.5 

TSC  Industries 

Distribution 

341/4 

13 

62.0 

1.43 

21 

9 

0.60 

4.6 

Time  Inc. 

Leisure 

115 

42% 

62.7 

2.99 

26 

14 

1.90 

4.4 

Transition  Electronic 

Electronics 

223/4 

8 

64.8 

dl.01 

100 



none 



Trans  World  Airlines 

Travel 

101 

24% 

75.9 

1.83 

29 

13 

1.00 

4.1 

UAL,  Incf 

Travel 

87% 

28% 

67.4 

2.24 

21 

13 

1.00 

3.5 

United  Nuclear 

Mining 

52% 

18% 

65.2 

0.66 

69 

27 

stock 



Villager  Industries 

Textiles 

48% 

12% 

73.7 

1.31 

29 

10 

0.50 

3.9 

Watkins-Johnson 

Electronics 

69 

15% 

77.2 

0.92 

61 

17 

none 



Western  Air  Lines 

Travel 

59 

23% 

60.8 

d0.48 

24 



1.00 

4.3 

World  Airways 

Travel 

41% 

14% 

65.1 

1.22 

29 

12 

none 

— 

E — Estimate,     d — Deficit,     t — Formerly  United  Air  Lines 
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Closing  the  Gap 

Finally,  Kimberly-Clark  may  have  the  right  product 
mix  to  narrow  the  lead  of  archrival  Scott  Paper. 


For  years  Kimberly-Clark  has  chafed 
under  the  label  of  second-best  to 
archrival  Scott  Paper.  They  compete 
in  supermarkets  with  nearly  identical 
product  lines:  facial  and  bathroom  tis- 
sues, paper  napkins  and  towels,  sani- 
tary napkins  and  disposable  diapers. 
But  Scott  has  usually  hit  harder  and 
faster,  especially  in  high-growth  areas 
like  paper  towels  and  plastic  bags. 

The  figures  tell  the  story:  Scott's 
five-year  average  return  on  equity  is 
12.3%  vs.  only  9.7%  for  K-C.  Scott's 
operating  profit  margin  has  never 
dropped  below  20%  in  ten  years,  while 
K-C's  only  once  exceeded  17%. 

Now  President  Guy  M.  Minard, 
the  quiet,  62-year-old  Canadian  who 
became  chief  executive  last  year  and 
a  United  States  citizen  last  month, 
thinks  that  Kimberly-Clark  is  finally 
ready  to  make  some  significant  gains. 
As  evidence,  he  points  to  his  com- 
pany's first-half  1969  results.  Scott's 
sales  were  up  7%  to  $364  million,  but 
K-C's  were  up  16%  to  $419  million. 
Scott's  earnings  advanced  9.9%  to 
$29.4  million,  but  K-C's  advanced 
17%  to  $25.8  million.  Why?  New 
products  that  have  clicked,  says  Min- 
ard. He  claims  that  the  results  could 
be  even  better  if  the  company  had 
more  production  capacity. 

"We've  been  innovating  more  ra- 
pidly than  our  competitors,"  he  says. 
"Our  new  Kleenex  Boutique  tissue 
line  and  Teri  towels  are  two  examples. 
We  are  selling  all  we  can  make,  but 
we  won't  have  national  distribution 
until  late  next  year.  The  problem  is 
one  of  production  capacity." 

Kimberly-Clark  has  a  wide  line  of 
forestry  products — everything  from 
newsprint  and  Christmas  trees  to  cig- 
arette paper  and  dimensional  lumber. 
But  branded  consumer  goods  are  the 
heart  of  its  business,  accounting  for 
41%  of  sales  and  an  even  larger  54% 
of  operating  profits.  In  years  gone  by, 
its  two  big  products  were  Kleenex 
facial  tissues  and  Kotex  sanitary  nap- 
kins, both  of  which  once  had  about 
60%  of  their  markets.  Although  Kotex 
has  slightly  increased  its  share, 
Kleenex  declined  to  35%,  largely  be- 
cause   of    private-label     competition. 

In  1965  President  John  R.  Kim- 
berly  (now  chairman)  called  back  to 
the  U.S.  Harry  Sheerin,  then  manag- 
ing director  of  K-C's  Australian  sub- 
sidiary. Kimberly  made  Sheerin  gen- 
eral manager  of  the  consumer  pro- 
ducts division.  His  assignment:  get 
K-C  back  on  the  offensive. 
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Trading  Up.  To  make  more 
money  in  branded  goods, 
you  have  fo  convince  the  cus- 
tomer to  pay  more  for  up- 
graded products.  This  Kim- 
berly-Clark has  done.  Its  teri 
towels— nylon  reinforced  pa- 
per toweling— are  in  short 
supply  despite  premium  prices. 


Sheerin  set  out  to  make  up  for  lost 
time.  Tampons  had  become  a  fast- 
growing  market  and  sanitary  napkins 
a  static  one,  but  K-C  did  not  have  a 
tampon  product  in  national  distribu- 
tion. In  1965  Sheerin  introduced  one 
and  now  K-C's  Kotex  tampons  are 
second — a  distant  second — to  first- 
place  Tampax  Inc. 

In  bathroom  tissue,  where  Scott 
holds  a  commanding  lead,  Sheerin 
decided  that  K-C's  Delsey  brand 
didn't  have  enough  market  pull.  So 
he  introduced  a  new  premium  line 
of  bathroom  tissue  under  the  well- 
known  Kleenex  name  to  compete  with 
the  Lady  Scott  line. 

Then  last  year  K-C  got  the  jump 
on  its  competitors  with  a  line  of  deep, 
bright  colors  for  bathroom  and  facial 
tissues  and  paper  towels  and  napkins. 
This  may  seem  an  inconsequential 
matter,  but  of  such  things  are  mar- 
keting coups  made.  Tagged  "Bou- 
tique," the  new  line  caught  on  despite 
higher  prices.  Moreover,  it  took  few 
sales  from  the  standard  Kleenex  lines: 
Most  Boutique  buyers  had  been  pri- 
vate-label users  who  wouldn't  pay 
more  for  a  standard  name-brand  tis- 
sue but  would  pay  more  for  Boutique 
colors  and  packaging. 

The   BIG   Market 

Teri  towels,  a  line  of  nylon-rein- 
forced paper  toweling,  are  another 
successful  new  K-C  product.  They  are 
a  "nonwoven"  product  designed  to  re- 
place cloth  rags  and  towels.  One  sheet 
will  do  the  job  of  three  or  four  or- 
dinary paper  towels.  "The  paper-towel 
market  is  the  fastest-growing  market 
in  consumer  paper  products,"  says 
Sheerin,  "and  the  Teri  towel  is  the 
first  of  its  kind.  No  one  else  has  any- 
thing like  it  even  in  test  market." 

President  Minard  sees  a  big  future  in 
nonwovens:  "The  big  market  is  in  hos- 
pital garments,  work  clothes  and  prod- 
ucts for  the  travel  market — drapes  and 
sheets  for  motels  and  hotels,  for  exam- 
ple. In  ten  years'  time,  we  should  have 
a  nonwoven  business  equal  to  our  pres- 
ent consumer  products  division — about 
$300  million  a  year." 

For  such  reasons,  Minard  now  talks 
about  a  15%  yearly  sales  growth  in  his 
consumer  products.  Is  it  enough  to 
catch  Scott,  which  also  has  been 
growing  fast?  Minard,  soft-spoken  and 
conservative,  isn't  making  any  rash 
predictions.  But  he  says  with  a  con- 
fident smile:  "We  have  plenty  of  ex- 
pansion potential."  ■ 


26 


FORBES,  SEPTEMBER  1,  1969 


His  highway  safety  record 
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is  no  accident. 

Motor  freight  carriers  demand  safety,  and  they 
work  at  it.  Hard. 

Result  .  .  .  the  American  truck  driver  owns  the 
world's  safest  driving  reputation. 

The  over-the-road  driver  gives  his  rig  as  thor- 
ough an  inspection  as  an  airline  preflight  check. 
He  drives  defensively  .  .  .  alert  to  the  driving 
errors  of  others,  watchful  for  quick  changes  in 
road  conditions,  traffic,  and  weather.  Uppermost 
in  his  mind:  a  safety  margin,  an  escape  route  at 
all  times. 
And  he  is  courteous.  Quick  to  give  other  drivers, 
like  you,  the  breaks  he  might  like  himself. 
You  can  learn  a  lot  about  highway 
safety  from  the  American  truck  driver. 
He's  a  pro. 


FOUNDATION 


AMERICAN  TRUCKING  INDUSTRY 


The  "good  hands"  people  of  Allstate  Insurance  Companies 
urge  you  to  drive  like  a  truck  driver .  .  .  defensively! 
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Theyre  moving 
enough  dirt  to 
fill  the  Rose  Bowl 
20  times. 


It's  early  morning  in  the  hills  of  east  San 
Diego.  There's  still  an  hour  to  go  before  the 
crews  arrive  and  the  machines  get  rolling. 

But  before  the  day  is  done,  7000  cubic  yards 
of  dirt  will  have  been  moved  out  as  the  Cali- 
fornia Department  of  Highways  makes  way 
for  4V2  miles  of  Interstate  805. 

And  by  mid- 1970,  when  the  project  is  com- 
pleted, the  total  will  reach  more  than  five 
million  yards — enough  dirt  to  fill  California's 
renowned  Rose  Bowl  20  times. 

Workhorse  for  this  gigantic  earthmoving 
job  is  a  Clark-built  Michigan  475  front-end 
loader — one  of  the  largest  earth  handlers  of 
its  kind  working  on  Interstate  projects. 

A  new  canyon  in  San  Diego 

Biting  off  up  to  12  yards  at  a  crack,  the 
seventy-five-ton  Michigan  fills  a  fleet  of  triple- 
bottom  dump  trailers — one  scoop  per  trailer. 
When  the  job  is  done,  San  Diego  will  have  a 
new  canyon  that  averages  more  than  400  feet 
wide  and  up  to  150  feet  deep. 

Big  jobs  like  these  demand  tough,  high-per- 
formance equipment.  That's  what  earthmov- 
ing men  expect  from  Clark. 

The  same  company  that  builds  lift  trucks, 
axles  and  transmissions,  truck  trailers,  earth- 
moving  equipment  and  commercial  refrigera- 
tion equipment.  Clark  Equipment  Company, 
Buchanan,  Michigan  49107. 
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Giant  bucket  of  Michigan  475 

loader  dwarfs  clump  trailer  as  it 

speeds  earthmovirtf;  project  on 

Interstate  805  in  San  Diego. 


3M:  Little  Drops  of  Water,  Little  Grains  of  Sand 

Close  the  doors,  they  come  in  the  windows.  Close  the  windows,  they 
come  in  the  door.  Whether  they're  pushing  copying  machines,  per- 
fumed tape,  printing  plates  or  soap  pads,  3M's  salesmen  have  a  little 
something  for  everybody.  No  one  single  product  is  truly  big  in  its 
own  right.  Added  together  they  constitute  a  real  growth  company. 


Year  after  year,  Minnesota  Mining 
&  Manufacturing  Co.  of  St.  Paul,  Minn, 
has  confounded  its  critics.  They  keep 
expecting  it  to  slow  down.  It  refuses 
to  oblige  them.  In  spite  of  major 
product  failures,  in  spite  of  recurrent 
troubles  with  the  Justice  Department, 
in  spite  of  the  fact  that  it  lacks  a  lock 
on  any  major  growth  industry  such  as 
IBM  or  Xerox  possesses,  3M  has  per- 
sisted in  acting  like  a  hot  little  growth 
company.  In  the  last  decade  its  earn- 
ings have  risen  from  $1.25  a  share  to 
$2.98  on  a  rise  in  sales  from  $500  mil- 
lion to  $1.4  billion.  Even  with  some 
slowing  of  the  recent  rate  of  growth, 
3M  could  by  1975  be  earning  close  to 
$6  a  share  on  sales  of  nearly  $3  billion. 
Projecting  present  growth  into  the 
future  is  a  dangerous  game.  Wall  Street 
is  littered  with  growth  stocks  that 
stopped  growing.  The  simple-minded 
business  of  taking  a  growth  curve  and 
projecting  into  the  blue  sky  is  pretty 
well  discredited  these  days.  In  3M's 
case,  however,  the  projections  are  more 
convincing.  Its  growth,  unlike  that  of 
most  growth  companies,  rests  on  no 
single  product  line,  on  no  single  in- 
dustry and  no  single  segment  of  the 
economy.  Checked  in  one  area,  3M 
has  the  capability  of  moving  out  into 
literally  dozens  of  others.  Of  some  45 
major  product  lines  that  produced  a 
total  of  $1.4  billion  in  sales  last  year, 
very  few,  if  any,  brought  in  more  than 
$50  million,  (less  than  5%  of  the 
total)  and  even  in  3M's  biggest  lines, 
the  market  is  extraordinarily  varied. 
Most  growth  companies  either  are  cap- 


ital goods  companies,  like,  say,  IBM; 
or  consumer  goods  companies,  like 
Polaroid  or  Eastman  Kodak.  Almost 
alone  among  the  big  growth  com- 
panies, 3M  is  big  both  in  industrial 
products  and  in  consumer  products  and 
has  a  strong  franchise  in  both.  3M  can 
do  so  because  it  has  a  secret  weapon, 
which  few  people  appreciate:   Its  re- 


search quite  aside,  3M  is  one  of  the 
truly  great,  truly  flexible  marketing 
organizations  in  the  capitalist  world. 

And  yet  it  operates  on  a  very  simple 
principle:  that  no  market,  no  end  prod- 
uct is  too  small  to  be  scorned;  that  with 
the  proper  organization,  a  myriad  of 
small  products  can  be  as  profitable,  if 
not  more  so,  than  a  few  big  ones.  More 


firmly  than  most,  3M  management 
appreciates  that  the  beach  is  com- 
posed of  grains  of  sand,  the  ocean  of 
drops  of  water. 

'Think  of  us  the  way  I  do,"  Presi- 
dent Harry  Heltzer  told  Forbes. 
"not  as  a  billion-dollar  company  but 
as  a  lot  of  little  pieces  that  add  up." 
Most  businesses  today  talk  decentral- 
ization. 3M  not  only  practices  it,  but 
has  written  many  of  the  chapters  in 
the  book. 

Perhaps  "book"  is  the  wrong  term. 
The  top  brass  at  3M  do  not  spend 
much  time  talking  about  the  theories 
of  management.  They  are  a  no-non- 
sense, pragmatic  lot.  Possibly  this  re- 
flects their  background.  Both  Chair- 
man and  Chief  Executive  Officer  Bert 
S.  Cross,  age  63.  and  President  Helt- 
zer, age  58,  for  example,  are  plain- 
spoken  Midwestemers.  each  a  gradu- 
ate of  the  Universitv  of  Minnesota, 
each  a  product  of  the  rough-and-tum- 
ble route  of  running  the  Reflective 
Products  division  where  they  worked 
together  for  some  time. 

Whatever  management  theories 
they  have  seem  to  stem  from  the  earlv 
inspiration  of  William  Lester  Mc- 
Knight,  who  is  to  3M  what  Allied  P. 
Sloan  was  to  General  Motors.  It  was 
Mcknight,  who.  from  the  Twenties 
on,  pushed  3M  heavily  into  research, 
stressed  the  idea  ol  salesmen  living 
and  working  with  their  customers, 
and  emphasized  the  incentive  svstrm 
that  makes  entrepreneurs  out  ol  3M's 
division  heads  Mcknight,  age  S| 
and  semiretired  as  honorary  board 
chairman,  now  spends  a  great  ileal  ol 
his  time  raising  race  horses  in  Florida. 
He  is,  among  other  things,  owner  of 
Dr.  Fager,  one  of  the  most  successful 
thoroughbreds  of  all   time. 

One  reason  McKnight's  basic  ideas 
are  alive  today  is  that  3M's  board  is 
comprised  almost  completely  of  its 
top  managers,  most  of  whom  have 
been  with  the  company  for  25  years. 
Twenty  corporate  officers  and  group 
or  corporate  vice  presidents  also  make- 
up the  powerful  management  commit- 
tee. 3M"s  top  policy-making  body. 

These  top  men  take  great  pains  to 
infuse  the  whole  compain  with  their 
own  hard-headed  yet  missionary  zeal. 
3M  is  known  even  among  its  own 
people  as  the  "Minnesota  Mining  and 
Meeting  Company."  For  if  not  at- 
tending technical  conferences  on  new- 
products,  they  may  be  at  a  shirt-sleeve 
get-together  at  3M's  Wonewok  Lodge 
in  Minnesota's  lake  country. 

"You  can  pay  a  man  lots  of  money,' 
says    Chairman    Cross,    "but    if    you 
don't  stimulate  him  and  keep  him  in 
an  aggressive  mood,  he  is  not  going 
to  be  very  productive." 

The  guts  of  McKnight's  system  can 
be  described  in  these  words:    decen- 


tralize and  specialize. 

To  handle  its  some  35,000  products, 
3M  is  decentralized  and  specialized 
to  a  fare-thee-well,  especially  at  the 
marketing  end.  Within  six  product 
groups  (see  p.  34)  there  are  22  oper- 
ating divisions  and  eight  subsidiaries, 
each  highly  autonomous.  The  divi- 
sions are  based  not  only  on  product 
technology,  but,  even  more  important, 
they  are  decentralized  for  marketing 
purposes.  For  example,  the  Retail 
Tape  and  Gift  Wrap  division  has  two 
sales  forces  calling  separately  on  de- 
partment stores,  one  to  sell  them 
Scotch  tape  for  their  own  use — wrap- 
ping packages  and  the  like — the  other 
for  resale  to  general  consumers.  Sepa- 
rate sales  forces  from  other  divisions 
call  on  industrial  and  institutional 
customers.  This  is  in  recognition  of  a 
very  basic  tact  of  marketing:  that 
what  may  be  a  single  product  from 
the  manufacturing  point  of  view  may 
be  many  different  products  as  far  as 
marketing  is  concerned.  Tape,  in  one 
Form  or  another,  is  still  tape,  but  its 
use  tor  wrapping  packages  is  one 
thing,  while  its  surgical  applications 
air  another. 

Who's  Afraid  of  Xerox 

The  different  markets  are  clearly 
identified,  not  in  theoretical  terms  but 
in  real  lite  terms.  This  marketing 
specialization  paid  big  dividends  for 
3M's  Graphic  Systems  group.  The 
story  lias  often  been  told  how  3M, 
with  its  Thermo-Fax  copier,  was  left 
in  the  dust  by  Xerox  copier;  as  a  re- 
sult, 3M,  in  spite  ol  a  fast  start,  has 
barel)  one-fourth  Xerox'  market  share. 
And  yet  3M's  Graphic  Systems  group 
is  very  far  from  being  a  disaster  area. 
What  it  has  lost  in  copier  sales  it  has 
more  than  made  up  in  sales  of  other 
graphics  products,  each  ol  which  has 
its  own  sales  lone.  Among  them: 
visual  projection  equipment  for  edu- 
cation, carbonless  paper  for  business 
forms  and  a  high-speed  computer 
microfilm  printout  system.  The  indi- 
vidual product,  copiers,  was  not  an 
overwhelming  success,  but  the  over-all 
marketing  effort  was.  So  highly  re- 
fined is  this  effort  that,  in  fact,  Graphic 
Systems  even  has  a  marketing  sub- 
sidiary that  complements  the  sales 
efforts  of  the  group's  divisions. 
It  is  called  Business  Product  Sales, 
Inc.,  and  operates  94  3M  Business 
Product  Outers  around  the  country. 
While  the  other  five  operating  divi- 
sions sell  only  their  own  specialized 
products,  the  Product  Centers  sell 
everything  3M  makes  that  has  image- 
forming  applications  for  business, 
education  and  government. 

"Oh,  yes,"  says  President  Heltzer. 
"I  know  those  old  stories  about  the 
customer  who   has   to   introduce   3M 


salesmen  to  each  other  while  they're 
waiting  to  see  him.  But  they're  not 
duplicating  each  other.  Each  guy  is 
selling  something  different  and  each 
is  a  specialist  in  it.  How  could  one 
guy  possibly  carry  around  even  a 
fraction  of  the  products  we  make?" 

The  specialization  of  3M  salesmen 
makes  it  easier  for  the  company  to 
introduce  a  new  product  without  risk- 
ing very  much  in  the  way  of  introduc- 
tory costs.  Its  Scotch  brand  hairset 
tape  is  a  case  in  point.  At  69  cents  a 
roll,  it  is  simply  another  version, 
colored  pink  and  scalloped,  of  3M's 
Micropore  medical  tape.  3M  market- 
tested  it  last  year  by  the  simple 
device  of  having  its  regular  retail  tape 
salesmen  place  it  in  beauty  salons.  It 
sold  well,  and  last  March  the  product 
went  into  national  distribution. 

This  extra  margin  of  effort  that  3M 
gets  out  of  its  highly  specialized  mar- 
keting force  contributes  a  good  deal 
to  the  company's  growth.  A  Forbes 
reporter  recently  accompanied  several 
3M  salesmen  on  their  rounds.  One  of 
them  was  John  Brick,  29,  one  of  seven 
salesmen  from  the  Coated  Abrasives 
division,  whose  sole  job  is  to  cover  the 
auto  refinishing  and  repair  market  in 
the  metropolitan  New  York  area.  He 
calls  on  about  25  jobbers  in  upper 
Manhattan,  the  Bronx,  Westchester 
and  Putnam  counties.  Half  of  his 
time  is  spent  with  the  jobbers  (he 
averages  a  call  a  week  on  each ) .  The 
other  half  is  spent  at  the  auto  body 
shops  to  which  the  jobbers  sell  3M's 
products.  Says  Brick's  boss,  sales 
manager  George  Becker,  "John's  job 
is  to  spot  a  need  for  a  product  or 
products  in  a  body  shop  and  pass  the 
word  along  to  the  appropriate  jobber. 
Hell  also  try  out  new  3M  products 
with  the  jobbers'  customers."  Not 
every  call  results  in  enough  business 
to  cover  Brick's  salary  but  almost 
every  call  results  in  some  kind  of  a 
sale  from  3M's  extensive  catalog. 

This  saturation  marketing  pays  3M 
another  dividend.  The  salesman,  high- 
ly specialized,  gets  to  know  his  market 
intimately.  He  not  only  sells  to  them, 
he  learns  from  his  customers.  For  ex- 
ample, a  manufacturer  of  white-wall 
tires  had  been  wrapping  them  in 
paper  for  shipment,  though  only  the 
white  part  needed  protection.  He  told 
this  to  the  3M  tape  salesman  who 
called  on  him  regularly.  The  3M  sales- 
man brought  in  a  marketing  man  and 
customer  engineer  from  his  division. 
They  came  up  with  a  gadget  that 
laid  3M  Scotch  masking  tape  on  each 
white-wall  tire  as  it  came  off  the 
production  line.  When  the  the  ar- 
rives at  a  salesroom,  the  masking  tape 
comes  off  easily  without  leaving  a 
mark — as  paper  did — on  the  white, 
circular  stripe.  Result?  A  satisfied  cus- 
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r  who  chews  up  more  tape  than 
he  did  before. 

President  Heltzer  calls  this  the  com- 
pany's "systems  marketing"  approach: 
"Most  of  our  products  are  of  the  dis- 
posable kind  that  lend  themselves  to 
systems  marketing.  That  is  why  our 
salesmen  work  so  closely  with  the  end 
customer." 

In  such  ways  does  3M  manage  to 
take  what  is,  at  bottom,  a  simple 
product  and  market  it  in  intriguingly 
diverse  ways.  Last  year  3M's  Paper 
Products  division  introduced  Micro- 
fragrance  strips  which  can  contain  al- 
most any  scent  in  microcapsules  coated 
a  half-million  to  the  square  inch. 
Scratching  the  strip  breaks  some  of 
the  capsules,  releasing  the  aroma.  3M 
already  has  gotten  such  outfits  as  Gil- 
lette and  Fleischmanns  to  tip  these 
strips  on  their  national  magazine  ads 
for  shaving  cream  and  gin,  as  well  as 
on  point-of-sale  material  in  drug  and 
liquor  stores.  To  the  public  it  is  a  new 
product.  For  3M  it's  just  another  way 
to  make  coated  tape. 

"Now  we're  going  to  build  a  dis- 
penser for  perfume  strips,"  says  Wal- 
do G.  Bretson,  head  of  the  Paper 
Products  division.  "A  drugstore  can 
have  them  right  on  the  counter  so  the 
customer  can  tell  what  a  fragrance  is 
like  without  opening  bottles." 

The  same  principle  shows  up  in 
other  Ways.  One  case:  Scotchlite  re- 
flective sheeting,  first  sold  to  cover 
highway  marking  and  advertising 
signs,  now  has  a  big  market  in  reflec- 
tive license  plates  (adopted  by  30 
states  and  the  District  of  Columbia). 

Another  example:  Race  tracks  were 
the  first  market  for  3M's  Tartan  all- 
weather,  nonslip  surfacing  material. 
Last  year  3M  marketers  got  it  on  the 
tracks  for  the  Olympic  Games  in 
Mexico,  have  since  moved  from  out- 
door and  indoor  playing  fields  to  ship 
decking  and  even  on  to  the  farm. 
"Farmers  use  it  on  the  floor  of  cow 
stalls,"  says  James  F.  Higgins,  man- 
ager of  3M's  recreation  and  athletic 
products.  "We  get  about  $60  for  the 
material  in  each  stall.  The  potential 
in  this  market  alone  is  $25  million." 

Incentives  and  Biology 

What  encourages  this  endless  culti- 
lew  markets  for  a  new  prod- 
uct or  its  derivatives  is  the  incentive 
3M    gi  scientist    or    engineer 

who  originally  developed  it.  For  when 
a  new  product  is  brought  out,  he  is 
given  a  cl  mce  to  take  charge  of  its 
marketing.  Ii  the  product  grows  and 
turns  into  a  line  of  its  own,  he  can 
move  up  with  it,  even  become  a  divi- 
sion head  (usually  when  the  new 
business  hits  about  $15  million  in 
sales).  Thus  does  the  company  keep 
its   scientists   sales-minded,   its   sales- 


Enough  For  Two.  Until  1966, 
the  year  after  it  hit  a  billion 
dollars  in  sales,  3M  had  only 
one  principal  officer,  Presi- 
dent Bert  Cross  (above). 
When  Cross  decided  the  com- 
pany had  become  too  big  to 
run  by  himself,  the  board 
made  Harry  Heltzer  (below) 
president,  and  Cross  moved 
up  to  chairman  while  remain- 
ing    chief     executive     officer. 


men  science-minded. 

A  budding  division  manager  gets 
more  than  more  responsibility,  a  new 
title  and  a  package  of  company-wide 
profit-sharing  and  stock  options.  He  is 
also  issued  phantom  shares  of  stock  in 
his  division.  These  shares  pay  quar- 
terly earnings,  or  an  additional  man- 
agement bonus,  depending  on  how 
well  a  man  manages  his  business  in 
terms  of  sales  and  profits.  The  bonus 
he  gets  may  run  from  10%  to  50%  of 
hiss  total  compensation. 

Many  of  3M's  budding  divisions 
start  very  small.  3M's  fast-growing 
Printing  Products  division  started  out 
in  the  early  Fifties  with  what  3M 
claims  to  be  the  world's  first  all  metal 
photo  offset  printing  plate.  In  the  mid- 
Sixties,  3M  set  up  a  department  to 
sell  Tartan-Clad  woodgrain  finishes 
to  the  automotive  and  furniture  indus- 
tries. 3M  marketers  are  now  pushing 
it  for  use  by  the  makers  of  appli- 
ances, kitchen  cabinets,  even  mobile 
homes.  The  line  has  become  the  Dec- 
orative Products  division  this  year. 
When  small,  these  divisions  serve  as 
on-the-job  development  programs  for 
executives.  "You  will  find  no  junior 
executive  training  programs  at  3M," 
says  President  Heltzer.  "Our  people 
are  trained  for  the  job  on  the  job. 
We  have  a  policy  of  no  nepotism  and 
of  promoting  from  within,  so  between 
the  two  we  assure  ourselves  of  a  con- 
tinuing supply  of  competent  man- 
power for  the  middle-  and  top-level 
job.  We  have,  as  they  say  in  football, 
'a  lot  of  depth  on  the  bench.' " 

The  whole  process  is  more  like  biol- 
ogy than  like  a  formal  organization 
chart:  New  divisions  are  constantly 
forming  and  splitting  off  from  old 
ones.  For  example,  until  three  years 
ago  all  of  3M's  electrical  insulating 
and  connecting  products  were  sold 
through  one  division.  Now  the  Dielec- 
tric Materials  and  Systems  division 
sells  only  to  the  original  equipment- 
and  motor-repair  market.  The  Elec- 
tro-Products division  goes  after  the 
electrical  maintenance  and  construc- 
tion market,  and  the  communications 
and  electronics  market.  But  E.  Wayne 
Bollmeier,  boss  of  Electro-Products, 
already  has  plans  to  hatch  four  more 
divisions,  each  built  around  special- 
ized selling  to  (lie  communications 
and  electronics  business,  the  heating 
industry,  electrical  distributors  and 
electrical  utilities. 

Consider  3M's  entry  into  the  medi- 
cal market,  now  one  of  the  fastest 
growing  businesses  the  company  has. 
3M  got  started  in  the  Fifties  when  its 
researchers  found  that  a  variation  of 
masking  tape,  first  developed  for  two- 
tone  auto  body  painting,  was  good  for 
bundling     together     hospital     articles 
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Tell  someone  you  like  about  Larks  Gas-Trap  filter. 
They  may  give  you  a  little  party. 


Tell  the  world:  tively  as  any  other  filter  on  any  other  popular 

The  Gas-Trap  does  more  than  any  ordinary  brand,  bar  none, 
filter.  It  reduces  gases  as  well  as"tar"and  nicotine.  You  see,  the  Gas-Trap  uses  activated,  fortified 

This  is  important  since  only  a  fraction  of  ciga-  charcoal  granules  — one  of  the  most  effective  filter 

rette  smoke  is"tar"and  nicotine.  About  90%  is  gas.  materials  known  to  modern  science. 

Lark's  patented  Gas-Trap  filter  actually  Now  tell  your  friends.  They  may  say  you're 

reduces  certain  harsh  gases  nearly  twice  as  effec-  a  jolly  good  fellow^^^King  Size  or  new  100's. 


Gas-Trap  filter 


r  more  information  send  for 
!  free  brochure  "Lark's  Gas- 
p  Filter  and  What  It  Means 
You!' Write  Lark,  RO.  Box  44, 
rooklyn,  New  York  11202. 
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FROM  ONE,  MANY:  out  of  a  basic  technology,  coating, 


such  as  instruments,  dressings  and 
surgical  gowns  for  sterilization.  This 
was  introduced  to  hospitals  by  sales- 
men in  3M's  retail  tape  division. 

The  salesmen  were  soon  back  with 
fresh  ideas.  By  1960  3M  was  on  the 
market  with  Micropore  surgical  tape, 
its  first  really  significant  product  in 
the  field,  and  doing  enough  business 
to  justify  the  creation  of  a  separate, 
special  medical  sales  force.  By  1962 
Medical  Products  had  become  a  full- 
fledged  division  and  now  has  more 
than  400  employees  and  over  200 
products.  (Among  these  items  is  a 
lace  mask  thai  was  originally  designed 


as  a  brassiere  cup  by  another  division 
but  never  came  to  market.) 

3M,  however,  considers  this  only 
the  start.  More  salesmen  are  being 
added  as  new  medical  products  come 
out,  roughly  at  the  rate  of  one  a 
month.  "By  next  year,"  says  Robert 
Mueller,  group  vice  president  of  Tape 
and  Allied  Products,  "we  expect  to  be 
selling  a  full  line  of  diagnostic  prod- 
ucts such  as  disposable  thermometers." 

Moving  into  ethical  drugs  is  the 
next  step.  3M  has  a  deal  for  the  acqui- 
sition, announced  in  July,  of  Dart  In- 
dustries' Riker  Labs  for  around  $154 
million   in   stock.   With  operations   in 


eight  countries  and  more  than  half  of 
its  $45-million  sales  from  abroad, 
Riker  would  fit  right  into  3M's  fast- 
growing  international  business.  This 
deal  could  fall  through,  of  course. 
Nine  years  ago  3M  tried  to  buy  the 
Warner-Lambert  Pharmaceutical  Co. 
but  negotiations  lasted  so  long  that 
the  deal  finally  fell  apart. 

But  even  if  the  Riker  deal  falls 
through,  3M's  medical  sales  force, 
which  got  its  start  from  3M's  retail 
tape  sales  force,  already  has  broken 
ground  for  another  new  line  of  re- 
lated products  and  perhaps  a  new 
division  with  its  own  sales  force  for 
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Masking  tape  was  developed  by 
3M  more  than  40  years  ago.  The 
basic  process  has  carried  3M 
into  many  fields,  but  new  ap- 
plications for  pressure-sensitive 
tape  continue  to  broaden  the  ■ 
original  markets. 


the  dental  market.  The  base  product, 
in  this  case,  is  Addent,  a  dental  res- 
torative for  the  color  matching  of 
front  teeth  fillings.  It  grew  out  of 
the  expertise  in  resins  and  the  glass 
bead  technology  involved  in  the 
Scotchlite  reflective  material  used  in 
highway  signs. 

3M  got  into  education  much  as  it 
got  into  health,  step  by  step.  "We 
didn't  have  to  buy  our  way  into  cur- 
riculum materials  by  paying  a  high 
price/ earnings  ratio  for  an  established 
publisher,"  says  Bert  Y.  Auger,  gen- 
eral manager  of  3M's  Visual  Products 
division.    "We    simply    branched    off 


from  the  equipment  and  supplies  we 
already  were  selling  to  schools  and 
industry." 

In  the  early  Sixties  the  Duplicating 
Products  division  had  been  working 
on  infra-red  copying  techniques.  They 
came  up  with  a  new  transparency  film 
on  which  infra-red  copiers  could  print 
an  image  in  four  seconds. 

The  trouble  was  that  nobody  made 
a  decent  overhead  projector  for  show- 
ing the  resulting  transparency.  "So 
we  invented  a  better  projector  than 
anyone  else  had  on  the  market  and 
went  into  that  business,  too,"  says 
Auger.    By   the    mid-Sixties   3M    was 


•Millions  of  dollars  in  sales 


leading  the  field  in  both  the  class- 
room and  in  offices,  and  the  original 
project  was  on  its  way  to  becoming  a 
new  division,  Visual  Products,  under 
Auger. 

By  last  count,  the  3M  Educational 
Press,  a  new  department  within  Visual 
Products,  offers  some  10,000  individu- 
ally prepared  visuals  with  500  course- 
titles  in  over  20  subject  areas  ranging 
from  anthropology  to  civics,  mathe- 
matics to  home  economics,  foreign 
languages  to  vocational  education. 

In  the  education  market,  in  fact, 
3M  hopes  to  repay  the  beating  it  got 
from  Xerox  in  copiers.  3M's  Microfilm 
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Products  division,  another  member  of 
the  Graphic  Systems  group,  two  years 
ago  broke  into  the  microfilm  publishing 
business.  It  did  so  by  getting  exclu- 
sive rights  to  reproduce  the  research 
collection  of  the  New  York  City  Pub- 
lic Library.  3M  has  a  long  way  to 
go  to  catch  up  with  the  long-estab- 
lished leader,  Xerox'  University  Micro- 
film, but,  here  too,  3M's  marketing 
sense  should  be  a  big  help.  So,  per- 
haps will  yet  another  3M  business, 
games. 

"When  my  people  came  to  me  and 
said  they  wanted  to  go  into  games, 
I  thought  they  were  nuts,"  says  Bob 
Mueller.  "Hut  they  argued  that  our 
retail  tape  salesmen  already  were  call- 
ing on  game  outlets  like  stationery  and 
department  stores.  So  why  not  have 
them  sell  games,  too?"  Most  of  the 
games  are  now  highly  profitable  and 
the  company  is  busy  figuring  out 
how  to  sell  games  to  schools. 

While  each  division  is  charged  with 
cultivating  new  markets,  there  is  also 
a  separate  New  Business  Ventures  di- 
vision to  spot  a  potential  market  others 
might  miss,  cannot  handle  or  is  out- 
side the  company's  basic  technology. 
A  recent  example  is  3M's  entry  into 


security  systems.  "We  like  to  call  it 
the  safe  and  sound  market  rather  than 
the  law  and  order  market,"  says  Rob- 
ert Adams,  who  ran  the  division  before 
taking  over  as  head  of  R&D  this  June. 
In  this  case  3M  bought  a  patent  on  a 
new  lock  alarm  system  which  Adams 
claims  can  detect  and.  expose  almost 
any  attempt  to  break  into  a  room 
through  a  door. 

Already  test-marketed  in  the  Twin 
Cities,  the  lock-alarm  systems,  priced 
at  around  $70  installed,  will  go  on 
sale  in  selected  cities  this  fall  through 
hardware  stores  and  locksmiths. 
"We've  got  an  enormous  market 
here,"  says  Adams,  "particularly  when 
you  count  up  all  the  doors  to  apart- 
ments, homes,  schools  and  small 
commercial  offices." 

Flops  &  Fumbles 

Does  3M  ever  fail?  Of  course  it 
does.  The  experience  with  copiers  is 
not  the  only  case.  Despite  all  its  mar- 
keting expertise,  3M  has  yet  to  make 
an  impressive  showing  against  East- 
man Kodak  in  the  lucrative  amateur 
film  business,  which  it  entered  by  pur- 
chasing Rochester's  Dynacolor  Corp. 
in   1963  and  Italy's  Ferrania,  S.p.A., 


A  Future  President  Of  3M?  The  company's  promotion-from-within  policy 
could  make  it  possible  for  salesman  John  Brick  (below)  to  achieve  his 
ambition.  Meanwhile,  he's  busy  getting  auto  body  shops  like  this  one  to 
switch    to    such    new    products    as   3M's    heavy-duty    rubbing    compound. 


in  1964. 

Photographic  products  are  still  the 
smallest  part,  about  10%  of  worldwide 
sales,  of  3M's  business  and  probably 
just  above  the  break-even  point.  Only 
this  year,  after  years  of  development, 
is  3M  beginning  to  introduce  an  ama- 
teur color  film  in  the  U.S.  with  its 
corporate  name  on  it. 

But  even  here,  3M's  process  of  di- 
viding and  subdividing  markets  has 
kept  this  venture  from  being  a  total 
loss.  It  has  helped  3M  get  a  piece  of 
the  fast-growing  amateur  photofinish- 
ing  market.  Dynacolor  now  has  a  net- 
work of  seven  film  processing  plants 
across  the  country.  As  of  last  Decem- 
ber, 3M  became  the  owner  of  Toron- 
to's Allied  Colour  Film  Service,  the 
largest  photofinisher  in  Canada. 

3M  has  been  just  as  effective  at  ap- 
plying its  techniques  of  sales  speciali- 
zation overseas.  Organized  vertically, 
each  3M  international  subsidiary  en- 
joys substantial  autonomy  with  full 
responsibility  for  profit  and  loss.  In- 
centives and  promotion  from  within 
are  standard.  "And  the  more  sales 
penetration  we  get,  the  faster  we 
grow,"  says  International  Vice  Presi- 
dent Maynard  H.  Patterson.  So  much 
so  that  in  the  past  three  years  3M 
has  had  to  divide  management  respon- 
sibility at  the  top,  with  Heltzer  run- 
ning the  U.S.  and  Cross  devoting 
himself  primarily  to  international  op- 
erations. Today  international  opera- 
tions accounts  for  more  than  a  third 
of  total  sales  and  since  1963  has 
grown  almost  three  times  as  fast  as 
domestic. 

"I  doubt  whether  you'll  find  many 
companies  that  plan  for  growth  as  we 
do,"  says  Chairman  Cross.  "In  3M  it's 
a  basic  policy,  and  when  a  division 
isn't  keeping  pace  with  the  other  di- 
visions, it  is  bound  to  feel  uncom- 
fortable until  it  gets  back  on  target." 

With  few  exceptions,  sophisticated 
businessmen  and  investors  have  be- 
come skeptical  about  "growth"  com- 
panies in  recent  years.  For  exceptional 
growth  in  business  tends  to  attract 
competition  and  the  growth  gets  di- 
luted. Or  it  attracts  new  and  better 
products,  and  the  growth  stops.  But 
there  are  companies — they  are  rarer 
than  most  people  think — that  have 
a  rare  synthesis  of  technology,  mar- 
keting and  overall  management.  These 
are  the  true  growth  companies.  3M 
surely  counts  as  one  of  them.  Not 
because  of  simple  products  or  patents 
but  because  of  its  almost  biological, 
cellular  approach  to  growth.  We 
quoted  3M  President  Harry  Heltzer 
as  saying:  "Think  of  us  ...  as  a  lot  of 
little  pieces."  He  might  have  added: 
A  lot  of  little  pieces  that  grow  into 
lugger  ones  and  then  split  off  again.  ■ 
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Living  Happily  Alone,  But  Still  Hoping 

Collins  &  Aikman  first  broke  an  engagement,  then  stood  off 
an  importunate  suitor.  It's  glad  it  did,  but  tomorrow.  .  .  . 


Since  early  1967  Donald  F.  McCul- 
lough  has  probably  come  about  as 
close  to  losing  his  chief  executive 
job  as  a  man  could  come  without 
actually  losing  it.  He  is  delighted 
that  he  didn't,  but  not,  as  will  be 
seen,  because  he  needs  the  job.  Un- 
der the  right  circumstances,  he  would 
be  happy  to  step  down  in  favor  of  a 
successor.  Rather.  McCullough's  plea- 
sure derives  from  how  much  better 
off  his  company,  Collins  &  Aikman. 
is  for  having  stayed  single. 

C&A's  engagement,  announced  in 
February  1967.  was  with  Springs 
Mills,  one  of  the  most  solid  and 
respected  U.S.  textile  producers.  "We 
thought  the  merger  could  be  very 
constructive,"  says  Don  McCullough. 
"Each  company  wanted  to  grow  both 


internally  and  through  acquisitions." 
But  the  longer  the  engagement 
lasted,  the  less  attractive  the  pros- 
pective marriage  became.  C&A  had 
managed  to  concentrate  in  some  in- 
teresting comers  of  the  textile  indus- 
try, including  tricot  knitted  fabrics, 
tufted  and  pile  fabrics,  and  such 
industrial  specialties  as  nonflammable 
airplane  fabrics,  filtration  cloth  and 
swimming  pool  covers.  "We're  in  tex- 
tiles," says  McCullough,  "but  not 
textiles  as  the  popular  notion  has  it." 
Springs,  by  contrast,  was  strong  in 
sheetings  and  printcloths,  two  of  the 
oldest  and  most  standard  textile  con- 
structions and  among  the  first  to  feel 
the  growing  pressure  of  foreign  com- 
petition. "The  people  who  are  having 
the  roughest  time,"  says  McCullough 


Donald  McCullough  knew  all 
about  management  responsibil- 
ity. His  father  headed  C&A  from 
1929  to  1947.  His  family  still 
has  70%  of  the  stock.  But  like 
many  young  men  of  his  genera- 
tion. World  War  II  provided  the 
stern  baptism  to  management 
fire.  At  20  McCullough  was 
handed  the  responsibility  of 
being  the  youngest  Chief  Engi- 
neer on  a  U.S.  Navy  destroyer, 
later   rose   to   Executive   Officer. 
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about  that  competition,  "are  the  ones 
in  a  stable  market  situation  whose 
equipment  is  not  versatile  enough  to 
move  into  style  or  novelty  goods,  so 
they're  trapped  with  relatively  high 
labor  costs  and  machinery  they  can't 
use  for  anything  else."  Which  was  an 
accurate  enough  description  of 
Springs  Mills  to  make  the  company's 
earnings  and  stock  price  dip  to  the 
point  where  the  merger  terms  no 
longer  made  sense. 

Therefore,  in  July  1967,  McCul- 
lough called  off  the  Springs  merger 
and  proceeded  to  demonstrate  just 
how  profitable  C&A  could  be.  By  1968 
he  had  lifted  per-share  earnings  45% 
above  1967  levels,  and  the  company 
was  enjoying  a  5.1%  profit  margin 
and  a  20%  return  on  equity — unheard 
of  in  an  industry  where  the  best  "pure" 
textile  companies  last  year  posted 
returns  on  equity  of  less  than  15% 
and  the  poorest  considerably  less  than 
5%  (Forbes,  Jan.  1). 

This  upsurge  promptly  elicited  a 
February  1969  tender  offer  by  mini- 
conglomerate  Chelsea  Industries.  This 
time  there  was  no  talk  about  "fitting 
together."  "It  was,"  says  McCullough, 
"an  out-and-out  hostile  raid."  Quickly 
he  mobilized.  Thanks  in  part  to  the 
McCullough  family's  10%  control  of 
the  company,  within  two  months 
Chelsea  was  forced  to  abandon  its 
bid  and  agreed  to  sell  to  Collins  & 
Aikman,  without  profit  or  loss,  all  of 
its  C&A  holdings. 

It  would  seem  just  as  fortunate 
for  C&A  shareholders  that  the  Chel- 
sea bid  was  defeated,  for  since  the 
offer  was  made  Chelsea  common  has 
fallen  from  about  30  to  a  recent  16, 
or  47%,  while  C&A  common  is  down 
by  a  more  moderate  32%.  As  for 
Springs  Mills,  its  stock  recently  sold 
below  its  level  at  the  time  when  the 
proposed  C&A  merger  was  announced; 
C&A  was  still  nearly  51%  above  that 
level  despite  this  year's  sharp  stock 
market  selloft. 

Merger,  Anyone? 

Does  this  recent  history  suggest 
that  McCullough  is  off  mergers  for 
life?  "We  at  C&A  are  very  much  in 
favor  of  mergers  and  acquisitions,"  he 
insists.  "We're  very  open-minded 
and,  we  think,  quite  aggressive  in 
seeking  good  properties  and  merger 
candidates."  And  that  goes,  he  adds, 
even  if  it  costs  him  his  job. 

"If  someone  can  do  a  better  job 
than  I,"  he  says,  "then  God  bless  him. 
Because  the  way  taxes  are  today,  it 
isn't  the  salary  you  get  every  year; 
I'm  more  interested  in  the  stock  that 
I  personally  own.  If  somebody  can 
do  a  better  job  getting  that  stock  up, 
he  can  have  this  job  anytime."  ■ 
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Money  Isn't  Everything 

Halliburton  is  making  it,  but  not  in  the  way  the  com- 
pany planned.  And  that  could  mean  trouble  some  day. 


Sales  up  312%  to  $805  million  since 
1962.  Profits  up  173%  to  $2.68  a  share. 

Then  why  isn't  L.B.  (for  Loren 
Bryce)  Meaders,  president  of  Halli- 
burton Co.,  smiling?  Robert  Burns 
answered  that  184  years  ago  when  he 
wrote,  "The  best  laid  schemes  o'  mice 
and  men  gang  aft  a-gley." 

For  years  Halliburton's  business 
was  providing  a  fistful  of  services  to 
the  oil-drilling  industry.  In  the  mid- 
Fifties  the  oil-drilling  business  went 
into  a  slump  and  so  did  Halliburton's 
profits.  From  $20.4  million  in  1957 
net  income  fell  to  $13.2  million  in 
1960.  To  guard  against  future  slumps 
in  Halliburton's  traditional  business, 
Meaders  decided  to  diversify.  He 
bought  Brown  &  Root,  a  privately 
owned  international  construction  out- 
fit that  builds  everything  from  steel 
mills  to  electrical  plants. 

It  was  this  acquisition  that  con- 
tributed most  to  Halliburton's  growth. 
Brown  &  Root's  sales  have  been  climb- 
ing at  a  compounded  annual  rate  of 
31%  a  year,  while  Halliburton's  over- 
all revenues  have  grown  by  a  com- 
pounded average  of  only  18%  a  year. 
Brown  &   Root  now  contributes   64% 


There's  Gold  In  That  Thar  Sea.  Offshore  barges  like  the  "L.  8.  Meaders," 
named    for    Halliburton's   president,    are    responsible    for    its   prosperity. 


of  Halliburton's  revenues  and  50%  of 
the  company's  earnings. 

All  right,  so  why  isn't  Meaders 
smiling? 

Simply  because  Brown  &  Root's 
great  growth  has  come  not  from  con- 
struction but  from  offshore  oil  activi- 
ties. Meaders  bought  Brown  &  Root 
to  diversify.  Yet  Halliburton  is  almost 
as  dependent  on  the  oil  business  as 
ever.  Last  year  services  performed  for 
the  oil-drilling  industry  accounted  for 
an  even  two-thirds  of  Halliburton's 
sales.  The  remainder  resulted  from  a 
diversification  into  industrial  engi- 
neering and  construction. 

Says  Meaders:  "Well,  that's  the 
way  the  ball  bounces." 

It  happened  because  of  the  boom 
in  offshore  drilling.  Halliburton  al- 
ready was  engaged  in  providing  both 
technicians  and  equipment  (pumping 
equipment,  valves  and  well  tools)  for 
offshore  drilling.  Meaders  saw  no  rea- 
son why  Brown  &  Root  shouldn't 
expand  its  toehold  in  the  business, 
beefing  up  such  services  as  erecting 
drilling  platforms  and  laying  pipelines. 

The  Same  Problem 

Meadeis  spent  heavily — so  far, 
more  than  $100  million — to  equip 
Brown  &  Root  with  a  fleet  of  derrick 
and  pipe-laying  barges,  plus  the 
necessary  ocean-going  tugs  to  tow 
them.  To  Meaders  it  was  money  well 
spent.  He  was  sure  the  trend  for  oil 
companies  to  contract  for  oil-field 
work  "rather  than  have  special  crews 
just  standing  around  most  of  the  time 
would  become  even  more  widespread, 
especially  in  the  offshore  fields  where 
a  lot  of  highly  expensive  equipment 
is  used." 

As  the  figures  on  Brown  &  Root's 
— and  Halliburton's — growth  show, 
Meaders  was  right.  But  no  one  knows 
better  than  he  that  Halliburton  still 
must  diversify.  With  the  boom  in  off- 
shore drilling  and  exploration,  com- 
petition has  stiffened  to  service  that 
business.  Outfits  like  Santa  Fe  Inter- 
national (Forbes,  June  I),  tradition- 
ally a  leasor  of  offshore  drilling  rigs, 
are  now  moving  into  oil-drilling  ser- 
vices as  well.  Old-line  competitors 
like  J.  Ray  McDermott  and  Dresser 
Industries  have  not  exactly  been 
sleeping;  each  has  spent  heavily 
to  expand  and  make  its  services  as 
all-inclusive  as  Halliburton's  and 
Brown  &  Root's.  Even  if  there  is 
never  another  slump  in  oil-drilling 
activity,  this  competition  itself  could 
well  put  a  squeeze  on  Halliburton's 
revenues  and  earnings. 

In  that  case,  Meadeis  would  be 
facing  the  very  same  problem  he 
thought  he  had  licked  when  he  bought 
Brown  &  Root — a  too  great  reliance 
on  the  oil-drilling  business.  ■ 
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CalComp  presents 
the  6  foot  microchip. 


If  a  6  foot  microchip  sounds 
crazy  to  you,  don't  tell  us. 

Tell  Texas  Instruments. 

They're  the  people  who  draw 
it,  using  our  immense  CalComp 
718  Flatbed  Plotter.  And  they  say 
"it  works  great. 

With  instructions  from  Texas 
Instruments'  circuit-design  com- 
puter, the  CalComp  718  quickly 
and  automatically  draws  a  perfect 
design  of  each  new  chip  300  to 
500  times  the  actual  size. 

With  a  resolution  of  one  thou- 
sandth of  an  inch,  these  giant 
microchip  drawings  provide  impor- 
tant visual  verification  of  design 
accuracy  before  production. 

All  right,  why  use  a  CalComp 
718?  Consider  these  features. 

An  unmatched  plot  area  four 
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and  a  half  by  six  feet. 

Four  separate  pens.  For  auto- 
matic colors  or  line  widths. 

Automatic  intermix  of  incre- 
mental step  size. 

Ability  to  plot  on  any  receptive 
surface.  (Texas  Instruments  draws 
on  Mylar.) 

Vacuum  hold-down  over 
the  entire  plotting  area. 

And  with  CalComp's 
exclusive  Zip  Mode*, 
timesaving  speeds  up  to 
4-6  inches  a  second. 

CalComp  is  the  leader 
in  computer  graphics. 

With  sales,  service 
and  software  in  34  cities 
throughout  the  world. 

So  if  you  happen 
to  have  a  small 


graphics  problem,  call  your  nearest 
CalComp  man  today. 

With  a  CalComp  718,  he  can 
give  you  the  big  picture. 

TEACH  YOUR  COMPUTER  TO  DRAW. 

California  Computer  Products,  Inc. 

^\      305  N.  Muller  Avenue,  Dept.  S-09 

Anaheim,  California  92803. 
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Money  Isn't  Everything 

Halliburton  is  making  it,  but  not  in  the  way  the  com- 
pany planned.  And  that  could  mean  trouble  some  day. 


Sales  up  312%  to  $805  million  since 
1962.  Profits  up  173%  to  $2.68  a  share. 

Then  why  isn't  L.B.  (for  Loren 
Bryce)  Meaders,  president  of  Halli- 
burton Co.,  smiling?  Robert  Burns 
answered  that  184  years  ago  when  he 
wrote,  "The  best  laid  schemes  o'  mice 
and  men  gang  aft  a-gley." 

For  years  Halliburton's  business 
was  providing  a  fistful  of  services  to 
the  oil-drilling  industry.  In  the  mid- 
Fifties  the  oil-drilling  business  went 
into  a  slump  and  so  did  Halliburton's 
profits.  From  $20.4  million  in  1957 
net  income  fell  to  $13.2  million  in 
1960.  To  guard  against  future  slumps 
in  Halliburton's  traditional  business, 
Meaders  decided  to  diversify.  He 
bought  Brown  &  Root,  a  privately 
owned  international  construction  out- 
fit that  builds  everything  from  steel 
mills  to  electrical  plants. 

It  was  this  acquisition  that  con- 
tributed most  to  Halliburton's  growth. 
Brown  &  Root's  sales  have  been  climb- 
ing at  a  compounded  annual  rate  of 
31%  a  year,  while  Halliburton's  over- 
all revenues  have  grown  by  a  com- 
pounded average  of  only  18%  a  year. 
Brown  &   Root  now  contributes  64% 


There's  Gold  In  That  Thar  Sea.  Offshore  barges  like  the  "L.  8.  Meaders," 
named   for    Halliburton's    president,    are    responsible    for    its   prosperity. 
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tapped.  Lobsters  weighing  from  four 
to  15  pounds  are  being  hauled  up 
from  depths  of  500  to  700  feet.  Kin- 
ney expects  shrimp,  which  have  a 
life  cycle  of  18  months,  to  be  farmed 
one  day  much  as  trout  and  catfish  are 
responding  to  husbandry. 

Offshore  fleets  operate  in  areas  as 
widely  scattered  as  Alaska,  the  Per- 
sian Gulf,  the  Mexican  and  West  Af- 
rican coasts  and  the  Indian  Ocean. 
International  fishing  agreements  and 
conferences  are  becoming  the  rule 
rather  than  the  exception. 

There  are  few  big  independents 
left.  Seattle's  New  England  Fish  Co. 
(it  moved  West  decades  ago)  has 
been  wooed,  "but  we  just  haven't 
been  interested,"  says  Silver.  NEFCO 
played  the  game  in  reverse  recently 
by  buying  A&P's  Alaskan  king  crab 
facilities,  as  did  Dr.  William  Lane, 
who  recently  bought  W.  R.  Grace's 
Peruvian  fish  meal  operation  to  found 
Marine  International. 

Lane's  initial  market  is  not  people 
but  chicken.  Southern  fried  fish  meal 
will  never  catch  on,  but  feeding  two 
pounds  of  fish  meal  to  a  chicken  pro- 
duces one  pound  of  chicken  meat. 
Even  the  boom  in  fried  chicken  fran- 
chising will,  it  seems,  help  the  new 
boom  in  fish.  ■ 
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Hooked  on  Fish 

It  took  the  Pope  and  a  profit  margin  to 
hook  the  seafood  industry  on  growth. 


Records.  Americans  consumed 
a  record  billion  dollars  worth 
of  fish  in  1968,  although  last 
year's  U.S.  catch  was  second 
worst  since  1942.  Why?  Demand 
pushed    prices    to     new     highs. 


Pope  Paul  VI  (left)  may  not  be  be- 
loved by  the  Pill  People,  but  the  fish 
industry  may  come  to  venerate  him. 

In  1966  the  Pope  allowed  Catholics 
to  look  the  fishman  in  the  eye  on  Fri- 
days and  say  "no."  At  first  it  was  quite 
a  blow.  But  it  turned  out  that  the 
Pope  was  actually  doing  the  seafood 
industry  a  favor. 

"In  effect,  the  fishing  industry  had 
long  accepted  the  Catholic  fish-eat- 
ing-Fridays as  a  subsidy,"  says  Wil- 
liam A.  Buzick  Jr.,  president  of  Con- 
solidated Foods.  "When  the  edict  was 
withdrawn  it  shocked  the  industry 
into  action." 

Until  then,  the  industry  had  been 
content  simply  to  sit  back  and  let  fish 
stores  sell  fish  and  seafood.  Now,  it 
began  to  look  for  new  outlets.  Ham- 
burger stands?  Why  not?  The  industry 
persuaded  McDonald's  to  carry  Filet- 
O-Fish  along  with  hamburgers,  and 
McDonald's  is  now  selling  83  million 
portions  a  year.  The  industry  also 
spurred  the  creation  of  franchised  fish 
stands,  which  are  just  like  hot  dog 
and  hamburger  stands  but  promote 
such  delicacies  as  fried  shrimp.  One, 
called  Fish  &  Puppies,  features  a  slice 
of  fish  nestling  in  a  hush  puppy.  Oth- 
ers include  Zuider  Zee  and  Union 
Jack,  whose  specialty  is  that  old  Eng- 
lish standby,  fish  and  chips. 

The  industry  also  plunged  into  re- 
search on  making  fish  a  convenience 
food.  OriginaUy,  the  East,  West  and 
Gulf  Coasts  had  been  the  great 
markets  for  fish.  Then,  decades  ago, 
Clarence  Birdseye  developed  the  new 
methods  of  freezing  and  packaging 
fish  that  provided  the  industry  with 
the  basic  tools  to  make  fish  and  sea- 
food a  staple  in  the  Midwest,  too.  But 
not  until  recently  did  the  industry 
start  taking  serious  aim  at  its  new 
national  market. 

For  example,  for  over  a  full  decade, 
the  per-capita  consumption  of  fish 
and  seafood  in  the  U.S.  remained 
stable  at  IOV2  pounds.  In  the  past  two 
years,  it  has  risen  to  11  pounds.  In 
a  nation  of  over  200  million  people, 
that  means  a  rise  in  consumption  of 
100  million  pounds. 

Another  result:  Fish  and  seafood 
are  now  among  the  fastest-growing 
items  on  the  nation's  supermarket 
shelves.  Sales  of  crab,  lobster  and 
peeled  shrimp  arc  advancing  at  about 
20%  to  25%  annually,  reports  Frozen 
Foods  Age.  Breaded  shrimp,  fish 
sticks  and  heat-and-serve  portions 
are  growing  almost  as  fast.  THs  com- 
pares   with    a    10%   to    15%    annual 
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growth  for  TV  dinners  and  an  average 
growth  for  all  supermarket  items  of' 
about  6%  to  7%  a  year. 

In  dollar  volume,  this  is  not  a  small 
matter.  Taken  a  bite  at  a  time,  the  fish 
industry  may  not  seem  like  much. 
Booth — owned  by  Consolidated  Foods 
since  1964 — is  the  biggest  company 
in  the  business,  and  it  had  only  $80 
million  in  sales  last  year.  But  overall, 
the  industry  grossed  about  $1  billion. 

Robert  Silver,  marketing  vice  presi- 
dent of  the  New  England  Fish  Co.  of 
Seattle,  says  the  Papal  abolition  of 
meatless  Fridays  not  only  gave  the 
industry  a  "psychological  jolt"  but,  in 
doing  so,  made  big  companies  outside 
the  field  suddenly  become  interested 
in  getting  into  seafood. 

The  Newcomers 

They  saw  profits  in  the  fact  that 
fish  and  seafood  had  become  a  highly 
processed  product,  Silver  says.  The 
fresh  filet  from  the  fish  store  yields  to 
the  frozen  fish  stick  in  the  super- 
market freezer  counter.  The  messy 
chunk  of  cod  bows  to  the  oven-ready 
gourmet  meal  of  lobster  tail,  or  to 
the  prosaic  but  convenient  prepack- 
aged fish-and-chips  dinner. 

Each  process  undergone  by  a  shrimp 
or  fish  portion  adds  not  only  conven- 
ience for  the  housewife  but  profit 
margins  for  the  processor.  At  one  time 
the  housewife  had  to  rush  home  with 
her  fresh  fish  and  cook  it.  Then  she 
could  stock  frozen  fish  in  her  freez- 
er, to  thaw  and  fry  when  needed. 
Today  she  can  pop  Booth's  Boil-in-a- 
Tray  entree  into  a  pan  of  water,  or 
Gorton's  Fish-and-Chips  dinner  into 
the  oven,  and  the  meal  is  ready  in 
minutes.  With  shrimp,  lobster  tail, 
crab,  oysters  and  fin  fish  to  choose 
from,  the  housewife  is  not  limited  by 
lack  of  variety. 

The  profits  from  the  processed  sea- 
food began  to  support  research  and 
development.  Promotion  and  market- 
ing followed.  Brand  names  increas- 
ingly became  established.  And  above 
all  the  big  companies  wanted  the  es- 
tablished brands. 

Within  the  last  six  years  Heinz 
bought  Star-Kist  (tuna  and  catfood); 
Norton  Simon  bought  Wakefield  ( larg- 
est retailer  of  king  crab);  American 
Brands  bought  Vita  Foods  (herring, 
smoked  salmon,  crab  and  Caspian  Sea 
caviar);  Borden,  which  already  had 
Snow's  clams,  added  Henderson's  Por- 
tion Pak  (shrimp  and  frozen  fish); 
General  Mills  bought  big  ($77-mil- 
lion    sales)     Gorton's    of    Gloucester 
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(oldest  seafood  brand  in  the  U.S.  with 
products  from  codfish  cakes  to  breaded 
shrimp ) ;  W.  R.  Grace  bought  Seapak 
and  Trade  Winds  (shrimp  and  fish 
portions);  Ward  Food  bought  Conti- 
nental (trawler  operators  and  proces- 
sors) and  Zuider  Zee  (fish  restaurants 
and  franchises);  and  Inmont  bought 
Long  Island  Oyster  Farm. 

Says  Edward  Gelsthorpe,  president 
of  Norton  Simon's  Hunt-Wesson  di- 
vision, regarding  the  Wakefield  acqui- 
sition: "The  fishing  forecast  is  con- 
tinued growth,  even  better  than  the 
current  15%  a  year.  Seafood  is  low- 
caloric  and  convenient.  The  women 
love  it." 

E.  Robert  Kinney  had  bought  into 
ailing  Gorton's  in  the  Fifties  and  made 
it  pay.  He  was  president  when  Gen- 
eral Mills  paid  S30  million  for  the 
company  last  year.  Asked  why  corpo- 
rations are  buying  rather  than  start- 
ing up  for  themselves,  Kinney  retorts: 
"Attempting  to  get  started  in  this 
business  can  be  like  opening  a  sewer 
valve  and  watching  your  money  just 
pour  into  the  ocean.  There  is  ,i  great 
deal  of  specialized  knowledge  being 
purchased."'  Kinne)  says  that  to  be 
successful,  a  seafood  executive  needs 
to  know  at  least  six  businesses — fish- 
ing,    canning,    freezing,     processing, 


First  Stage.  Once,  fish  were 
caught  and  eaten.  Now  they 
face  processing  which  ranges 
from  freezing  to  frying  be- 
fore the  housewife  gets  them. 


marketing  as  well  as  management. 

For  many  of  the  new  fishmongers, 
the  problem  will  not  be  profit  but 
supply.  Demand  exceeds  worldwide 
catches  ot  most  species,  and  prices — 
especially  in  the  luxury  shrimp,  lob- 
ster and  crab  markets — arc  climbing. 
To  combat  this,  new  techniques  are 
being    used    and    new    fishing    areas 


tapped.  Lobsters  weighing  from  four 
to  15  pounds  are  being  hauled  up 
from  depths  of  500  to  700  feet.  Kin- 
ney expects  shrimp,  which  have  a 
life  cycle  of  18  months,  to  be  farmed 
one  day  much  as  trout  and  catfish  are 
responding  to  husbandry. 

Offshore  fleets  operate  in  areas  as 
widely  scattered  as  Alaska,  the  Per- 
sian Gulf,  the  Mexican  and  West  Af- 
rican coasts  and  the  Indian  Ocean. 
International  fishing  agreements  and 
conferences  are  becoming  the  rule 
rather  than  the  exception. 

There  are  few  big  independents 
left.  Seattle's  New  England  Fish  Co. 
(it  moved  West  decades  ago)  has 
been  wooed,  "but  we  just  haven't 
been  interested,"  says  Silver.  NEFCO 
played  the  game  in  reverse  recently 
by  buying  A&P's  Alaskan  king  crab 
facilities,  as  did  Dr.  William  Lane, 
who  recently  bought  \V.  R.  Grace's 
Peruvian  fish  meal  operation  to  found 
Marine  International. 

Lane's  initial  market  is  not  people 
but  chicken.  Southern  fried  fish  meal 
will  never  catch  on,  but  feeding  two 
pounds  of  fish  meal  to  a  chicken  pro- 
duces one  pound  of  chicken  meat. 
Even  the  boom  in  fried  chicken  fran- 
chising will,  it  seems,  help  the  new 
boom  in  fish.  ■ 
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The  Long-Distance  Runner 

Judging  by  the  earnings  figures,  Beckman  instruments  has 
been  running  faster  and  not  even  standing  still.  But  in  a  more 
fundamental  sense  there  has  been  progress,  real  progress. 


All  Journeys,  say  the  Chinese,  begin 
with  a  single  step.  In  business,  too, 
corporate  directions  stem  from  a  sin- 
gle decision  that  can  make  all  the  dif- 
ference. Dr.  Arnold  Beckman,  the 
brilliant  scientist  who  is  founder  and 
chairman  of  Fullerton's  (Calif.)  Beck- 
man Instruments  Inc.,  made  just  such 
a  decision  in  late  1962.  Beckman 
chose  to  build  an  internal  sales  force 
to  market  his  company's  increasingly 
complex  laboratory  instruments  rather 
than  continue  to  market  them  through 
independent  dealers.  The  conse- 
quences have  been  profound  for 
Beckman  Instruments  and  not  all  to 
the  good. 

When  he  made  the  decision,  Beck- 
man told  shareholders  that  after  an 
initial  pinch  of  profits,  the  switch  to 
an  in-house  sales  force  would  add 
$2.5  million  a  year  to  pretax  earnings 
— about  35  cents  a  share  after  taxes. 
The  pinch  of  profits  developed,  even 
as  Chairman  Beckman  said  it  would, 


Automedicine.  A  few  years 
ago  the  rage  was  teaching 
machines.  Now  it's  medical  ma- 
chines like  Beckman's  discrete 
sample  analyzer  (below)  which 
speeds  up  blood  work.  Sales- 
men for  such  Hippocratic  gadg- 
etry  were  as  thick  as  doctors 
at  this  year's  AMA   convention. 


but  the  promised  increase  in  profits 
never  materialized. 

Earnings  in  the  fiscal  year  ended 
June  30  were  barely  $4  million,  17% 
below  the  $4.8  million  earned  in 
1962,  the  year  before  the  change- 
over. As  a  percentage  of  sales,  profits 
were  half  the  6%  that  Beckman  re- 
ported in  1962. 

However,  Beckman  still  defends  the 
new  policy  and  insists  that  all  the 
returns  arj  not  yet  in.  "The  direct- 
selling  move  was  the  right  move,"  he 
says,  especially  i'S  dealers  in  the 
lower-priced,  lower-technology  lines  of 
Beckman  instruments  were  develop- 
ing competitive  merchandise.  But 
also,  says  Beckman,  "the  technology 
was  becoming  more  sophisticated.  The 
dealers  weren't  equal  to  it.  We  needed 
service,  which  meant  we  needed 
high-quality  engineers  to  sell  and  to 
service  our  products."  The  move, 
whether  Beckman  was  fully  conscious 
of  it  or  not,  forced  his  company  from 


Chairman  Beckman 
President  Bailhous 


that  day  to  follow  the  high-technology 
road,  because  you  don't  hire  an  en- 
gineer to  peddle  something  that  can 
be  sold  off  the  shelf. 

Selling  Beckman  products  is  hardly 
a  job  for  Willy  Loman.  The  products 
start  at  the  low  end  with  a  $150  PH 
meter,  the  company's  first  product, 
an  acidity-measuring  instrument  that 
Arnold  Beckman  invented  in  1935. 
The  products  range  up  to  a  $35,000 
ultracentrifuge  which  breaks  down 
niQlecular  structures  and  measures 
them.  Beckman's  technological  bril- 
liance  has  developed  such  products 
as  the  helical  potentiometer  (radar 
tuning)  and  the  spectrophotometer 
( chemical  analysis ) . 

In  one  way,  however,  Beckman's 
decision  has  been  vindicated.  The 
company's  sales  rose  steadily,  from 
$76  million  in  1962  to  $130  million 
in  fiscal  1967.  After  that,  they  flat- 
tened out,  holding  around  the  1967 
level  in  the  latest  two  fiscal  years.  But 
the  point  is  this:  Instead  of  flattening, 
sales  probably  would  have  declined 
sharply  had  not  Beckman  made  the 
changes  he  did. 

Broader  Markets 

In  1965,  worried  by  the  continu- 
ing earnings  decline,  Beckman  brought 
into  the  company  as  president  his  first 
real  No.  Two  man,  William  F.  Ball- 
haus,  formerly  executive  vice  presi- 
dent at  Northrop  Corp.  Like  Beck- 
man, a  Ph.D.,  Ballhaus  knew  how 
to  use  engineer-salesmen,  and  he  put 
Beckman's  marketing  staff  to  work 
expanding  their  industrial — that  is, 
their  nongovernmental — market.  And 
just  in  time.  In  1967,  with  Vietnam 
straining  the  Federal  Government 
budget,  federal  research  outlays  were 
cut  sharply.  That  Beckman's  sales  did 
not  decline  with  them  is  a  tribute 
to  Ballhaus'  sales  force.  What  they 
lost  in  government  business  they 
made  up  for  in  commercial  business. 
But  the  costs  took  a  toll  of  profits; 
while  sales  in  fiscal  1969  were  still  at 
the  1967  level,  earnings  were  at  the 
depressed  1968  level. 

"If  there's  a  point  where  our  com- 
pany changed,"  says  the  51-year-old 
Ballhaus  of  1967,  "that's  it.  Equip- 
ment purchases  went  down  60%.  We 
were  able  to  put  back  lost  sales  be- 
cause we  refocused  our  sales  organi- 
zation into  industrial  markets."  Among 
the  newer  markets  were  process  con- 
trol instruments  for  antipollution  con- 
trol devices  and  the  research  side  of 
medicine.  The  company  also  pushed 
hard  in  the  clinical  end  of  medicine, 
hospitals  and  patient  care.  "Look  at  it 
this  way,"  says  Ballhaus,  "There  are 
200  research  hospitals.  If  we  sell  to 
6.000  to  8,000  practicing  hospitals, 
(Continued  on  page  51) 
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merger... or  collision? 


Professional  valuation  counsel  is  one  of  the  critical 
links  in  the  chain  of  events  leading  to  successful  merger 
I  or  acquisition.  It  starts  with  financial  studies  relating 
to  earnings  and  cash  flow.  And  goes  on  from  there  — 
probing  in  areas  that  range  from  market  impact  to 
product  obsolescence  . .  .  from  the  scope  and  efficiency 
of  production  facilities  to  the  tax  implications  of  the 
proposed  transaction.  The  result  is  insight  that  provides 
a  basis  for  fair  exchange  .  .  .  merger,  not  collision. 

!  Assisting  corporate  decision-makers  is  our  business. 


MERICAJNT 


The  American  Appraisal  Company,  Milwaukee,  Wisconsin  53201       U.S.A.  •  Canada  •  Philippines  •  Brazil   •   France  •   Italy  •  Spain 
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Anaconda  creates  mines. 


This  is  what  an  ore  deposit 

oks  like,  in  a  mine  model.  The 

owing  red  areas  represent  low- 

ade  copper  ore,  millions  of  tons 

it,  locked  inside  the  mountain. 

It  took  Nature  millions  of  years 

make  an  ore  body  like  this  one. 

igging  it  up  is  no  overnight  job 

ther.  Making  a  mine  takes  time, 

brain-power,  experience,  money. 

And  many,  many  people. 


Like  the  people  at  Anaconda. 

Our  geologists  and  earth  sci- 
entists, for  example.  They've  in- 
vented many  of  the  techniques 
used  around  the  world  to  find  and 
develop  potential  mines.  They're 
men  with  experience  and  imagina- 
tion, who  use  bold  theories,  exper- 
tise in  the  field  and  experiments 
in  the  laboratory  to  tell  us,  with 
reasonable  accuracy,  where  to 
prospect. 

Our  mining  engineers  tell  us 
how  to  extract  the  ores  efficiently. 
Our  metallurgists  tell  us  how  to 
separate  the  valuable  minerals  in 


the  ore  from  the  waste  materials. 
Working  together,  these  men  have 
opened  up  for  us  deposits  that 
only  a  few  years  ago  were  impos- 
sible to  mine  economically. 

An  ore  deposit  isn't  much  good 
to  anybody  until  someone  devel- 
ops it.  Then  the  world  can  use  the 
metals  produced,  and  they  become 
a  natural  resource. 

That's  where  we  come  in.  Na- 
ture makes  ore  deposits.  And 
Anaconda  turns  them  into  mines. 

The  Anaconda  Company,  25 
Broadway,  N.Y.,  N.Y.  10004  *>.«<, 


Anaconda:  one  of  the  great  natural  resources 

of  the  Americas. 


The  Bettmann  Archive 


Two  for  the  road.  And  often  more. 


You'd  really  have  to  go  some  to  beat  the  FORBES  story 
on  brand  new  chariots.  FORBES  has  a  higher  concen- 
tration of  owners  of  two  or  more  new  cars  than  any  of 
the  five  top  magazines  in  new  car  advertising.  Con- 
sider the  standings,  per  the  1969  Simmons  Study: 

%  of  readers  owning  two 
or  more  cars  bought  new 


renters  of  cars  as  well.  Of  all  the  57  publications 
studied  by  Simmons  in  1969,  FORBES  has  the  highest 
percentage  of  readers  who  rented  a  car  in  the  past 
year.  Here's  the  ranking  for  the  same  six  magazines: 


%  of  readers  who  rented 
a  car  in  the  past  year 


FORBES 

37% 

The  New  Yorker 

21% 

Time 

18% 

Newsweek 

18% 

Sports  Illustrated 

16% 

Life 

14% 

FORBES 

21% 

Sports  Illustrated 

11% 

The  New  Yorker 

10% 

Newsweek 

8% 

Time 

8% 

Life 

6% 

That  37%  means  four  out  of  ten  FORBES  readers  own 
two  or  more  new  cars.  But  that's  not  the  whole 
FORBES  car  story.  Not  by  a  mile.  FORBES  readers  are 
also  frequent  travelers,  and  this  makes  them  frequent 


FORBES  has  a  high  concentration  of  readers  who  own 
two  for  the  road.  And  more  FORBES  readers  rent  cars, 
too.  The  FORBES  car  market  is  a  fast  and  furious  one. 
Follow  the  traffic  to  FORBES  and  see  for  yourself. 


Forbes:  capitalist  tool 


(Continued  from  page  46) 

that's  a  bigger  market." 

Ballhaus,  when  asked  about  the 
near-legendary  prospects  in  the  med- 
ical market,  cheerfully  admits  that 
Beckman  will  not  make  bed  sheets.  It 
will  stick  to  high-technology,  high- 
priced  devices.  For  example,  six  men 
left  Beckman  this  year  to  found  In- 
ternational Biotronics  Co.  with  a  li- 
cense from  Beckman  to  produce  sen- 
sors. These  electronic  impulse  moni- 
toring devices  can  be  attached  to  pa- 
tients (or  to.  among  others.  Neil 
Armstrong  on  his  moontrip),  but  they 
are  mainly  low-priced,  volume  prod- 
ucts. When  a  compan)  has  400  sales 
and  service  engineers  as  does  Beck- 
man, that  company  by  its  nature  es- 
chews volume  products. 

The  Total  View 

Beckman's  pride  these  days,  by 
contrast,  is  a  $20,000  discrete  sample 
analyzer  tor  blood  analysis.  It  is  a 
machine  that  allows  a  hospital  produc- 
tion runs  on  its  blood  analysis  work, 
a  measure  of  automation  in  other 
words.  Beckman  has  ahead)  sold  the 
first  lot  oi  27  machines  in  the  year  it 
has  had  them  out.  Hut  it  is  in  a  highly 
competitive  Held.  A  private  company 
named  Technicon  dominates  the 
blood  analysis  field.  Others,  such  as 
du  Pont,  are  coming  in  with  machines 
as  well.  Furthermore,  the  traditional 
hospital  supplier — Becton,  Dickinson; 
American  Hospital  Supply — as  well 
as  some  drug  companies  new  to  the 
field  are  upgrading  their  technology 
to  sell  such  things  .is  cardiac  monitor- 
ing devices.  This  crouds  a  market  that 
gives  Beckman  some  3 :V,  ol  sales  and 
less  than  308  oi  earnings.  For  all  of  this 
competition  and  despite  the  continu- 
ing costs  of  the  marketing  change- 
over, Ballhaus  is  convinced  that  Beck- 
man Instruments  is  soon  going  to 
move  oil  its  sales  plateau — and  its 
earnings  roller-coaster. 

"We  are  not  going  to  just  stay  in 
the  instrument  business.  We're  going 
to  use  the  technology  that  we  have 
to  get  into  areas  closely  associated 
with  instruments.  We  have  to  provide 
total  solutions  to  a  customer's  prob- 
lems,"'  explains   Ballhaus. 

He  is  quite  willing,  moreover,  to 
stick  his  neck  out  on  what  he  expects 
to  achieve  in  a  financial  sense:  net 
profit  margins  of  6%  and  an  annual 
sales  growth  of  15%.  These  are  ambi- 
tious goals;  if  met  they  would  within 
three  years  put  Beckman  past  the 
■S200-million  mark  in  sales  and  in- 
crease earnings  to  well  over  $3  a 
share,  more  than  double  last  year's.. 
Which  would  be  a  belated  but  still 
impressive  vindication  of  Dr.  Beck- 
man's  drastic  decision  of  1962.  ■ 


.•*- 


You  can't  squeeze  much 

fire  protection  for  vital  records 

out  of  ordinary  metal  files,  either 


An  ordinary  metal  file  isn't  much 
better  than  an  orange  crate  to 
protect  vital  records  from  fire. 
For  certified  fire  protection, 
keep  your  important  records  in 
Meilink  protection  equipment  — 
Hercules  Fire-Fighting  Files 


and  Meilink  Safes.  They're  es- 
pecially engineered,  built,  and 
insulated  against  fire.  Call  your 
Meilink  dealer  for  details  and  a 
catalog.  You'll  find  him  in  the 
Yellow  Pages  under  "Safes- 
Meilink." 


Ill 

Insulated  Record  Home 

Files  Safes  Safes 


Write  for  free  "3  Minute  Protection  Quiz" 
to  spot  your  danger  spots. 

MEILINK 

STEEL   SAFE    COMPANY 

Box  2567  Dept.  F-9  Toledo,  Ohio  43606 


SOLD     BY     MOST     OFFICE     EQUIPMENT    DEALERS     IN  U.   S.   AND    CANADA 


Blue  Chip  Country 


If  you're  looking  for  a  new  plant  lo- 
cation, consider  Blue  Chip  Country 
—West  Central  Ohio.  You'll  find  here 
a  unique  combination  of  advan- 
tages which  favor  the  growth  and 
prosperity  of  West  Central  Ohio 
companies.  Call  or  write  C.  L. 
Gillum,  Area  Development  Depart- 
ment for  information.  Dayton  Power 
and  Light  Company.  Dayton,  Ohio 
45401,  513-222-0441. 


188th 

COMMON 

DIVIDEND 

NOTICE 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  400  per  share 
on  the  Common  Stock  of  the 
Company,  payable  on  Aug- 
ust 30,  1969  to  stockhold- 
ers of  record  at  the  close 
of  business  on  August  18, 
1969. 

J.  E.  THEOBALD 
Vice  President  and 
Secretary 
August  8,  1969 


THE  DAYTON  POWER  AND  LIGHT  COMPANY 

An  investor-owned  company  serving  West-Central  Ohio      Dayton,  Ohio  45401 
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Faces  Behind  the  Figures 


Little  Frog  in  a  Big,  Happy  Pond 

Coca-Cola  has  nearly  41%  of  the 
U.S.  soft-drink  market  and  PepsiCo 
another  17.5%,  which  shouldn't  leave 
much  room  for  the  smaller  com- 
panies, but  that  isn't  the  case.  No. 
Three,  Royal  Crown,  may  have 
only  7.6%  of  the  market  but  it  does 
very  nicely,  netting  16.5%  on  sales 
and  25%  on  stockholders'  equity 
last  year.  In  addition,  RC  showed 
a  growth  in  earnings  last  year — 
from  86  cents  a  share  to  93  cents. 
Royal  Crown  President  Wil- 
liam Durkee  explains  why:  "If 
you  go  clear  back  to  the  begin- 
ning of  Coke's  marketing  philos- 
ophy, it  was  structured  to  provide 
good  profit  margins  for  the  com- 
pany, the  bottler  and  the  dealer." 
Durkee  ought  to  know:  He  started 
his   career  while  in  college,   as   a 


William  Durkee 


route  salesman  for  Coca-Cola, 
moved  to  Pepsi  in  the  mid-Fifties 
and  joined  RC  in  1966.  What 
Durkee  means  is  simply  this:  Coke 
is  more  interested  in  getting  good 
prices  and  good  profits  than  it  is 
in  knocking  off  its  smaller  com- 
petitors; thus  it  prices  its  products 
at  a  level  high  enough  to  give 
smaller  competitors  a  chance  to 
wheel  and  deal  a  bit. 

Then,  too,  there  is  the  phenom- 
onal  growth  of  the  soft-drink  in- 
dustry, up  9.4%  last  year  alone. ' 
"This  industry  is  so  big,"  says  Dur- 
kee, "that  we  can  be  a  helluva 
strong  competitor  even  in  third 
place."  As  a  matter  of  fact,  Royal 
Crown  isn't  alone:  Seven-Up,  No. 
Four  in  the  business  with  5.9%  of 
the  market,  also  is  flourishing.  It 
netted  17%  on  sales  last  year,  30% 
on  stockholders'  equity.  ■ 


But  Where's  the  Light? 

It's  not  an  enviable  role  but  the 
job  has  to  be  done  and  President 
Nelson  C.  White  of  Skokie,  Illinois- 
based  International  Minerals  & 
Chemical  is  swinging  the  axe  on 
the  $500-million  (revenues)  fer- 
tilizer company. 

White,  a  soft  spoken,  but  tough- 
minded  65-year-old  chemical  en- 
gineer, has  been  at  the  helm  of 
IMC  for  two  years.  He  took  over 
when  idealist  Thomas  Ware  was 
pushed  out  by  directors  after  hav- 
ing grossly  overexpanded  IMC  in 
fertilizers.  Last  month  White  had 
a  dismal  report  for  IMC's  stock- 
holders. Less  than  a  year  before 
White  had  talked  about  "seeing 
light  at  the  end  of  the  tunnel"  by 
mid-1969.  Now  White  ruefully 
acknowledges  the  tunnel  is  longer 
than  it  seemed  then. 

For  the  year  just  ended  (June 
30)  there  were  hardly  any  profits 
at  all  vs.  $9  million  last  year, 
and  fertilizer  operations  ( about  45% 
of  revenues)  were  deeper  in  the 
red.  Furthermore  White  had  to 
write  off  $23.7  millioi.  in  "special 
items"  on  a  host  of  unprofitable 
operations.  In  June  directors  eli- 
minated IMC's  already  reduced 
dividend  altogether. 

IMC's  basic  problem  is  its  heavy 
dependence,  despite  several  acqui- 
sitions, on  fertilizer  prices  which 
have  collapsed  under  enormous 
overcapacity.  Not  only  IMC,  but 
chemical    and    oil    giants    as    well 


rushed  to  get  in  on  a  great 
thing,  spending  billions  for  new 
plants.  The  result:  a  glut  that 
isn't  likely  to  end  until  the  early 
Seventies. 

Ware  borrowed  heavily  to  ex- 
pand. IMC's  debt  soared  from  $80 
million   in    1964   to   $260   million. 

White  obviously  had  to  cut  back, 
and  he  slashed  20%  off  his  work 
force  and  cut  unit  production  costs 
in  the  past  few  years. 

The    decline    in    potash    prices 


Nelson   C.    White 


eased  up  somewhat  last  spring  but 
in  IMC's  other  major  fertilizer, 
phosphate  rock,  price  declines  ac- 
celerated from  3%  to  about  10%. 
Says  White:  "It  looked  like  a  white 
sale.  Everyone  wanted  to  reduce 
inventories,  and  apparently  few 
cared  about  price." 

By  selling  marginal  fertilizer 
operations,  like  its  Bonnie  phos- 
phate processing  plant,  and  half 
of  the  IMC  Mud  Drilling  division 
to  Halliburton  Co.,  White  was  able 
to  lop  off  $50  million  in  debt.  Debt 
reduction  will  continue  but,  says 
White,  "While  we  want  to  lower 
our  debt  we  don't  want  it  too  low." 
He  has  a  practical  reason :  It's  more 
likely  to  discourage  would-be  take- 
over raiders,  who  might  be  at- 
tracted by  the  fact  that  Interna- 
tional Minerals'  11  million  shares 
have  plunged  as  low  as  $11  from 
a  1966  high  of  $57. 

White  realizes  there  is  a  good 
deal  of  leverage  in  IMC  which  has 
been  working  against  it  until  now. 
However,  he  points  out,  "If  our 
average  price-per-ton  should  in- 
crease by  $1  it  would  mean  close 
to  $15  million  in  additional  earn- 
ings to  IMC."  But  that's  not  likely 
to  happen  for  at  least  another 
year,  and  probably  longer. 

Nelson  Whites  contract  expires 
next  year,  at  age  67.  He  may  have 
.etired  before  IMC  reaps  the  re- 
wards of  a  turnaround.  Still,  says 
he,  "If  I  can  set  the  stage  for  IMC's 
recovery  I  will  have  had  my  satis- 
faction." ■ 
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Better  than  Cash 

For  almost  50  years  the  Kellogg 
Co.  of  Battle  Creek,  Mich,  has 
sold  cereal,  period.  Of  its  $467 
million  in  revenues  last  year, 
over  95?  came  from  cereals.  It  has 
been  a  very  profitable  business 
for  Kellogg,  which  has  over  40% 
of  the  national  market,  nets  nearly 
ten  cents  on  each  sales  dollar  and 
earns  better  than  20%  on  its  stock- 
holders' equity. 

So  naturally,  the  latest  move 
of  Lyle  C.  Roll,  Kellogg's  chief 
executive  officer  for  the  last  12 
\  ears,  lias  everyone  scratching  his 
head.  A  couple  of  months  ago  Roll 
went  out  and  bought,  for  $39  mil- 
lion in  cash,  Canadian-based  Sa- 
lada  Foods  Ltd.  Not  that  Kellogg 
couldn't  afford  it:  The  company's 
cash  balance  at  the  end  of  1968 
was  a  huge  S7'J  million.  And  not 
that  Kellogg,  for  all  its  prosperity, 
couldn't  stand  a  little  diversifica- 
tion, considering  the  growth  rate 
for  cereals.  What  puzzles  everyone 
is.  why  Salada?  Tea,  which  ac- 
counts for  an  estimated  $15  million 


(Canadian)  of  its  sales,  is  not  ex- 
actly a  growth  business.  Neither 
apparently  are  the  rest  of  its  prod- 
uct lines,  which  include  jellies,  cof- 
fee, seafood  and  dessert  products. 
Salada's  sales  have  been  stuck  in 
the  $75-million  to  $80-million 
range  for  the  last  five  years.  It  does 
have  a  chain  of  400  bake  shops  and 
30  restaurants,  but  its  profits  have 
actually  declined  since  1964,  from 
$1.02  to  93  cents  a  share. 

Kellogg,  of  course,  is  no  fool, 
and  the  deal  makes  good  sense. 
First  it  forces  Kellogg  to  think  be- 
yond the  cereal  bowl.  And  with  its 
grocery-peddling  knowhow,  Roll 
clearly  figures  that  he  can  turn  Sa- 
lada from  a  second-class  company 
into  a  first-class  one.  Then  there  are 
those  bake  shops  and  restaurants 
plus  the  entrees  into  new  food 
products.  And,  so  what  if  Salada 
will  take  some  sprucing  up?  The 
cash  wasn't  doing  stockholders 
much  good  just  sitting  there,  and  if 
Salada  had  been  a  really  good  com- 
pany, Kellogg  probably  couldn't 
have  bought  it  for  cash — at  least 
not  for  that  amount  of  cash.  ■ 


Lyle  C.  Roll 


Democracy  Hurts 

President  Wyman  E.  Mueller  of 
Colorado  Interstate1  Corp.  is  knee- 
deep  in  problems  these  days.  Muel- 
ler has  been  trying  for  years  to 
extend  Colorado  I ntei  state's  serv- 
ice area  from  the  Rock]  Moun- 
tain   states    into    California.    Hack- 


in  1960  he  actually  had  a  Fed- 
eral Power  Commission  certificate 
to  run  an  $85-million  pipeline  from 
the  Texas  Panhandle  into  Cali- 
fornia. Hut  at  the  last  minute 
Denver  city  officials  raised  objec- 
tions about  expected  rate  in- 
creases and  the  FPC  changed  its 
mind. 


Wyman  E.  Mueller 

■■■■■■■■1 
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This  year  Mueller  almost  suc- 
ceeded again.  He  thought  he  had 
a  deal  set  to  enter  California  by 
acquiring  Pacific  Northwest  Pipe- 
line Corp.,  which  El  Paso  Natural 
Gas  was  selling  under  court  order. 
El  Paso  had  accepted  his  $264-mil- 
lion  offer;  a  district  court  approved 
it.  Then  two  law  professors  from 
the  University  of  Utah  and  a  re- 
tired California  public  utilities 
commission  president  protested  that 
the  deal  would  still  leave  a  mo- 
nopoly condition.  They  took  their 
case  to  the  Supreme  Court,  which, 
to  Mueller's  consternation,  killed 
the  deal. 

That  leaves  the  burden  for  ma- 
jor growth  at  Colorado  Interstate 
on  its  diversification,  but  that  isn't 
going  well,  either.  Mueller,  who 
learned  all  about  diversification 
from  Gardiner  Symonds  at  Tennes- 
see Gas  Transmission  (now  Ten- 
neco),  where  he  was  a  vice  presi- 
dent until  1952,  has  gotten  into  oil, 
chemicals  and  light  manufactur- 
ing. But  depressed  fertilizer  prices, 
manufacturing  problems  and  dry- 
hole  write-offs  on  oil  drillings 
caused  Mueller's  profits  to  de- 
cline by  a  few  cents  a  share  in 
1968.  They  have  continued  to  fall 
this  year.  ■ 
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Faces  Behind  the  Figures 


Making  Haste  Slowly 

If  you  were  compiling  a  list  of 
the  more  active  acquisition-hunters, 
you  would  have  to  include  names 
like  Tex  Thornton,  Charles  Bluh- 
dorn,  Henry  Singleton,  James  Ling, 
Julien  Steelman  and — who?  Julien 
Steelman?  Yes,  Julien  R.  Steelman, 
chairman  and  former  president  of 
Milwaukee's  little-known  Koehring 
Co.  Steelman,  at  62,  may  be  a 
little  older  and  less  flamboyant 
than  some  of  today's  acquirers,  but 
over  the  years  he  has  been  no  less 
active  nor  any  less  successful. 

Steelman  took  over  at  Koehring 
in  1952,  when  its  sales  were  just 
$26.5  million,  mostly  from  con- 
crete-making machinery.  "Our  only 
object  in  those  days  was  to  survive 
from  business  peak  to  business 
peak,"  he  recalls.  Today,  some  37 
acquisitions  later,  Koehring  is  still 
not  a  giant  conglomerate.  But  it 
does  have  a  volume  of  around 
$250  million,  a  five-year  average 
return  on  equity  of  better  than  15% 


and  a  product  line  that  ranges 
across  construction  and  excavating 
machinery,  plastics  machinery  and 
a  variety  of  specialized  industrial 
machinery.  Its  profitability  is  almost 
as  good  as  Clark  Equipment  and 
far  better  than  those  of  its  two 
Milwaukee  neighbors,  Allis-Chal- 
mers  and  A.O.  Smith. 

Nowadays  Steelman  is  out  of 
everyday  management;  he  concen- 
trates full  time  on  acquisitions. 
And  we  do  mean  concentrate. 
Steelman  likes  to  take  his  time  in 
making  acquisitions,  picking  out 
just  the  right  company  before  he 
makes  an  offer.  "For  me,  making 
acquisitions  is  sort  of  like  com- 
pressing a  spring,"  he  says.  "It 
takes  several  years  before  anything 
materializes,  then  you  let  it  go." 
Steelman  also  refuses  to  go  the 
tender-offer  route.  "We  get  to 
know  management  first,  explore 
whether  there  are  good  reasons  for 
both  of  us  to  get  together,  and 
then  we  act."  And  Steelman  is 
careful  not  to  get  very  far  away 


Julien  R.   Steelman 


from  the  heavy  machinery  busi- 
ness that  he  and  his  managers 
know  best.  His  goal,  while  not 
exactly  modest,  reflects  the  same 
deliberate  pace:  "We  aim  to  double 
our  sales  volume  every  ten  years," 
Steelman  says.  ■ 


When  Social  Work 
Is  Good  Business 

How  can  the  nation's  life  insur- 
ance companies  possibly  justify 
what  they're  doing?"  Francis  E. 
Ferguson  was  asked.  "How  can 
they  justify  risking  $2  billion 
of  stockholders'  and  policyholders' 
money  on  such  projects  as  rehabil- 
itating the  ghettos  and  creating  em- 
ployment for  ghetto  dwellers? 
What  are  they,  social  workers?" 

"Of  course  not,"  replied  the  pres- 
ident of  Northwestern  Mutual  Life, 
the  nation's  seventh-largest  life  in- 
surance company.  "Our  industry 
has  investments  totaling  $60  billion 
in  urban  real  estate.  We  can't 
afford  to  see  the  cities  decay.  We 
can't  afford  racial  strife.  We're  pro- 
tecting our  investments." 

Ferguson  is  chairman  of  the  Life 
Insurance  Committee  on  Urban 
Problems,  a  group  representing  118 
life  insurance  companies.  Organ- 
ized in  June  1967,  they  originally 
pledged  to  invest  $1  billion  "to 
improve  living  conditions  for  peo- 
ple in  blighted  urban  core  areas." 
Last  April  they  pledged  to  invest 
another  $1  billion. 

"That  $2  billion  represents  in- 
vestments that  no  insurance  com- 
pany would  normally  make,  that 
no  bank  would  make,  that  no  one 


would  make,"  said  Ferguson. 
"High-risk  loans.  The  only  people 
who  qualify  for  them  are  people 
who  couldn't  get  money  anywhere 
else.  A  supermarket  that  wants  to 
open  a  branch  in  Harlem  would 
not  qualify  for  such  a  loan.  A 
Negro  worker  who  wants  to  open  a 
grocery  store  in  Harlem  would." 

The  first  $1  billion  went  to  build 
or  rehabilitate  63,000  housing  units 


and  to  establish  businesses  that 
created  30,000  jobs.  The  second 
$1  billion  will  emphasize  jobs. 

What  is  the  most  important  les- 
son the  life  insurance  companies 
have  learned  from  their  project? 
he  was  asked.  "That  these  high- 
risk  loans  are  not  nearly  as  risky 
as  we'd  anticipated.  I  may  be  eat- 
ing those  words  a  year  from  now, 
but  that's  been  our  experience."  ■ 


Francis   E.    Ferguson 
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The   Problems    of   Mankind 

John  H.  Perky  Jr.  recently  sold 
the  chain  of  18  daily  and  ten  week- 
ly newspapers  that  he  spent  15 
years  in  building  up,  keeping  only 
one  newspaper  in  the  Bahamas  and 
an  interest  in  another,  but  not  be- 
cause he's  ready  to  retire;  he's  a 
vigorous,  athletic  52.  The  news 
chain  had  served  its  purpose.  By 
creating  it  and  then  selling  it  for 
million.  Perry  now  has  enough 
money  to  pursue  his  true  interests: 
1)  oceanography,  and  2)  propa- 
gandizing a  tax-reform  plan  that  he 
started  developing  when  he  was 
only  24;  he  calls  it  the  "National 
Dividend  Plan." 

Perry  got  into  the  newspaper 
business  originally  because  his  fath- 
er was  in  the  business.  When  his 
father  died,  he  put  his  money  into 
the  Western  Newspaper  Union,  a 
syndicate  that  serves  weekly  news- 
papers in  which  his  brother  had  in- 
herited a  majority  interest,  and  went 
on  from  there.  He  couldn't  have 
cared  less  about  the  editorial  side  of 
ne.vspapering.  His  interest  was  al- 
most entirely  in  the  business  side. 
And  that  was  the  reason  for  Perry's 
success.  He  was  one  of  the  first  pub- 
lishers in  the  country  to  introduce 
computerized  newspaper  typeset- 
ting and  electronic  scanning  devices 
for  photoengraving. 

He  became  interested  in  ocean- 
ography, he  says,  because,  "I  be- 
came a  skin  diver  and  shot  myself 
while  trying  to  shoot  a  shark  one 
time,  and  I  decided  to  build  a  sub- 
marine and  shoot  the  shark  from  a 
submarine.  I  started  in  on  the  thing 
for  a  hobby,  and  then  it  got  too 
expensive  for  me  and  I  realized 
that  nobody  else  was  in  it,  so  I 
formed  a  corporation.  We've  sold 
over  a  dozen  subs  at  from  $50,000 
to  half  a  million.  I'd  say  we're  at 
the  even  mark  now.  I'm  in  it  to 
make  a  profit,  but  I'm  also  trying 
to  help  solve  the  problems  of  man- 
kind by  using  the  oceans  as  a 
source  of  food  and  rare  materials." 

Other  problems  Perry  is  trying  to 
solve  are  the  related  ones  of  taxa- 
tion and  incentive.  He  is  vigorously 
promoting  a  rather  bizarre  scheme 
in  which  the  income-tax  proceeds 
of  coiporations,  some  $35  billion 
this  year,  would  be  distributed  as  a 
"national  dividend"  to  everyone 
who  votes;  it  also  proposes  making 
corporate  dividends  free  of  federal 
tax.  That  would  create  a  kind  of 


John  H.  Perry  Jr. 


profit-sharing  plan  for  the  entire 
nation  and  would  increase  the  re- 
wards for  investors  at  the  same 
time. 

Perry's  business  ideas  may  make 


more  sense  than  his  economic  ones, 
but  he  pursues  both  with  equal 
zeal.  "If  you  don't  solve  the  prob- 
lems of  mankind,"  he  asks,  "what 
good  is  this  country?"  ■ 
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The  Money  Men 


a 


You  Call  It  Speculation;  I  Call  It  Investment1 


The  hot  little  stocks  are  for  hot 
little  portfolios.  When  you  get  into 
the  $l-billion  class  you  have  to 
buy  billion-dollar  companies.  Right? 
Well,  usually,  right.  But  look  at 
this  $956-million  mutual  fund:  It 
owns  such  sizzlers  as  Frank's  Nur- 
sery Sales,  $1.3  million  worth; 
Aristocrat  Travel  Products,  5-210,- 
000;  Pan  Alaska  Fisheries  war- 
rants, $36,000;  Omni  Spectra,  $47,- 
000. 

How  can  you  build  a  near-Sl- 
billion  portfolio  out  of  such  bits 
and  pieces?  Ask  Los  Angeles'  Fred 
Carr.  He  has  done  just  that  with 

Fred  Carr 


his  Enterprise  Fund. 

Fred  Carr  received  masses  of 
publicity,  especially  after  his  fund 
— much  smaller  then  than  now — 
ran  up  a  wild  117%  in  1967  to 
outpace  every  other  fund  in  the 
business.  Frankly,  however,  we 
were  not  terribly  impressed;  why 
shouldn't  a  hot-stock  fund  do  well 
in  a  hot-stock  market.  We  felt  the 
real  test  would  come  when  the  hot 
stocks  went  cold. 

Now  they  have.  And,  predict- 
ably, Enterprise  Fund  has  been 
battered.  It  is  down  25%  since  Jan- 
uary, twice  as  much  as  the  Dow- 
Jones  industrials.  The  A  it  earned 
in  Forbes  Mutual  Fund  Survey 
(A»g.  15)  for  its  showing  in  rising 
markets  was  paid  for  by  the  D 
it  got  for  performance  in  declining 
markets. 

Is  Carr  chastened?  Does  he  con- 
cede that  his  little-stock  theories 
won't  work?  We  asked  him,  and, 
when  he  was  in  New  York  for 
a  few  days  last  month,  he  stopped 
by  our  office  to  give  us  his  answers. 

When  you  meet  him,  Fred  Carr 
is  something  of  a  surprise.  He  just 
doesn't  look  go-go.  He's  certainly 
not  the  mad-genius  type.  Neither 
is  he  the  slim,  Ivy  League-look, 
bustling  young  money  manager. 
Balding,  slightly  paunchy,  self-dep- 
recatory, he  doesn't  come  on 
strong.  But  he  does  come  on  with 
conviction  and  sincerity.  He  didn't 
quite  convince  us  but  he  argued  a 
good  case. 

"You  may  call  what  we  do 
'speculating',"  he  said,  "but  I  don't. 
We  are  interested  in  buying  a 
stock  when  it  is  in  a  very  early  ex- 
pansion and  growth  phase,  when 
the  multiple  is  relatively  low,  12 
or  13  or  whatever.  Then  as  the 
company  is  able  to  improve  its 
earnings,  it  gets  more  visibility 
and  it  goes  to  a  17  or  18  or  19 
multiple.  With  the  higher  multiple 
plus  the  earnings  growing  at  a 
compounded  rate  we  may  have 
doubled  our  money." 

Isn't  this  speculation?  we  asked. 
No,  said  Carr. 

Carr  cites  Kelly  Services.  He  be- 
gan buying  it  in  the  20s,  and  sold 
out  in  the  40s.  The  buyers  were 
a  mutual  hind  and  an  investment 
counselor.  It's  (lair's  argument  that 
the  institutions  buying  blocks  such 


as  Kelly  Services  from  him  are  the 
speculators.  "Who  is  taking  the 
bigger  risk?"  he  asked.  "The  investor 
who  buys  it  at  13  times  earnings 
hoping  it  will  go  to  17  times 
earnings  or  the  investor  who  buys 
it  at  23  times  earnings  trying  to 
.protect  himself  against  risk  because 
the  company  is  larger  and  well 
established?  You  aren't  going  to 
convince  me  that  a  fund  that  hap- 
pens to  own  a  big  block  of  Chry- 
sler and  TWA  and  GM  isn't  a 
speculative  fund.  They  are  specu- 
lating in  the  name  of  conservatism. 
And  they  don't  realize  they  are 
speculating." 

Carr  has  never  owned  glamorous 
IBM  or  Xerox.  Or  staid  AT&T.  He 
wouldn't  buy  them  now  either. 
Why  not?  Because  he  doesn't  think 
the  potential  reward  justifies  the 
downside  risk. 

Can's  biggest  "glamour"  stock 
is  Kentucky  Fried  Chicken.  He 
owns  about  400,000  shares  which 
he  has  bought  over  a  period  of 
two  years  for  $5  million.  They  are 
presently  worth  $15  million  ( 1.5%  of 
his  assets).  "When  I  bought  Ken- 
tucky Fried  Chicken,  I  almost 
never  lived  it  down,"  said  Carr. 
"People  called  us  a  chicken  farm 
and  asked  me  how  I  could  put  a 
name  like  that  in  my  portfolio. 
They  might  not  have  said  that  if 
it  had  been  called  Kentucky  Fried 
Computers.  My  view  is  that  we 
should  be  far  less  sensitive  about 
names  and  far  more  sensitive  about 
long  run  performances." 

We  began  to  feel  that  we  were 
understanding  Carr  better.  In  the 
mid-Sixties  fund  managers  such  as 
Gerry  Tsai,  Fred  Alger,  Leon  Levy 
and  John  Hartwell  had  built  their 
spectacular  performance  records  by 
buying  glamour  names  such  as 
Motorola,  Polaroid,  Control  Data 
and  Xerox.  Then,  at  the  first 
sign  of  an  earnings  slowdown, 
they  would  dump  them.  Imitators 
flocked  into  the  performance  game 
and  it  became  increasingly  hazard- 
ous. Motorola  went  from  75  to 
230  in  a  year  and  then  dropped 
33  points  in  one  week.  By  the 
time  Fred  Carr  took  over  Enter- 
prise Fund  in  late  1966  it  was 
clear  that  bigness  did  not  pro- 
tect a  glamour  stock  from  a  swift 
fall.  Carr  points  to  the  last  couple 
of  months.  "Sperry  Rand  was  off 
15%  in  one  day.  Time  Inc.  fell  from 
70   to   40   in    two   months.    If  vou 
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TRW's  Poppy  Northcutt  keeps 
bringing  astronauts  home. 


P6ppy  is  just  doing  her  thing.  She's 
the  25-year-old  mathematical  whiz 
who  helped  develop  computer  pro- 
grams to  bring  our  astronauts  back 
from  the  moon  right  on  target.  Her 
work  at  Houston's  space  center  is 
just  one  example  of  TRW's  growing 
involvement  in  information  systems 
and  computer-related  software 
services. 

Our  activities  range  from  way-out 
stuff  like  those  computerized  road- 
maps  for  Apollo  space  missions  to 
way-in  things  like  automated  control 


systems  for  oil  field  production. 

We're  also  providing  a  nation- 
wide information  system  for  banks 
and  retailers  that  has  processed 
as  many  as  10,000  credit 
inquiries  per  hour. 

We're  even  working  on  a  data 
handling  system  where  you  talk 
directly  to  your  computer  in 
plain  English. 

Software  is  just  one  of  many 
growth  businesses  at  TRW. 
Microelectronics.  Earth  resources 
satellites.  Electronic  systems.  To 


mention  a  few.  We  also  market 
our  systems  engineering  expertise 
to  help  solve  the  complex  problems 
of  an  urban  society. 

In  the  expanding  computer  serv- 
ices market,  TRW  is  one  of  the 
top  producers  with  more  than  $75 
million  in  annual  software  sales.  We 
expect  our  share  to  keep  going  up. 

In  this  business,  the  sky's 
obviously  not  the  limit. 

iJHww 


TRW  INC.,  Cleveland,  Ohio — A  Diversified  Technology  Company  Specializing  in  Products,  Systems,  and  Services  for  Commercial,  Industrial  and  Government  Markets. 
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'  The  Money  Men 


SAVE 

OLD 

ROOFS 


REDUCE 
COSTS 


Your  own  maintenance  men  can  use 
Ranco  Roof  Spray  Equipment  FREE  to 
waterproof  weatherworn  roofs  perma- 
nently. The  roof  spray  equipment 
pumps  Ranco  Plastic  Sealant  from 
drums  on  the  ground  and  sprays  it  di- 
rectly on  your  roof.  The  sealant  forms  a 
seamless,  elastic  shield  that  defies  bit- 
ter cold  and  blistering  heat;  it  stops 
leaks  and  restores  pliability  to  old  roof 
felt.  Save  contractor's  costs,  time,  and 
handling;  our  Ranco  Roofing  Engineers 
provide  jobsite  instruction. 
Write  on  company  letterhead  for  FREE 
40-page  Ranco  Roofing  &  Maintenance 
Catalog  and  ask  to  view  our  3-Min.  Color 
Movie  entitled,  "SPRAY  PROCESS 
SAVES  OLD  ROOFS". 

RANCO  INDUSTRIAL  PRODUCTS  CORP. 
13306  Union  Ave. /Cleveland,  0.  44120 


A 


KAMPGROUNDS  FRANCHISE 

A  moneymaker!  Largest  international  system  of 
franchised  campgrounds,  produces  exceptional 
earnings  from  modest  investment.  Strong  na- 
tional advertising,  proven  operating  methods. 
Over  300  campgrounds  now  operating,  another 
300-plus,  in  construction,  planning  stages.  In- 
quire now  while  top  franchise  locations  are  still 
available: 

KAMPGROUNDS  OF  AMERICA,  INC. 

P.  O.  Box  1138-F 
Billings,  Montana  59103 


put2>P 

in 
ijour  mail 


Include 


VfCODC  NUMitnS 
IN  ALL  ADDftfSSES 


FREE  CATALOG 


Hundreds  of  cards  for  businessmen! 
Thousands  of  companies  using  them! 
Millions  are  sold  year  after  year! 
This  humorous  cord  says  "Thanks — 
for  throwing  your  business  my  way!" 
HARRISON  CARDS  Dept  F  9 
Box  3079        Asheville,  N    C.  28802 


Tt/ANKI 


made  a  mistake  in  TWA  it  only 
took  you  a  week  to  lose  a  third  or 
your  money." 

So  Carr  didn't  follow  the  crowd. 
He  abandoned  the  big  company- 
high  turnover  techniques  of  the 
mid-Sixties  performance  funds.  But 
he  clung  to  their  preoccupation 
with  earnings  growth. 

Carr  doesn't  phrase  it  that  way, 
of  course.  In  fact,  as  with  the  con- 
cept of  speculation,  he  often  uses 
words  differently  than  most  peo- 
ple do.  For  example,  he  stresses 
"the  quality  of  earnings"  in  assess- 
ing a  company.  "IBM  has  high- 
quality  earnings  because  they  have 
substantial  equipment  out  on  lease 
whereas  the  quality  of  GM's  earn- 
ings are  lower  because  you  are 
never  really  sure  how  many  Chev- 
rolets  they  are  going  to  sell." 

To  us,  that  sounds  more  like  the 
predictability  of  earnings.  In  fact, 
much  that  Carr  says  seems  cal- 
culated to  make  speculation  sound 
respectable. 

When  he  talks  about  the  price 
earnings  ratios  of  his  stocks, 
for  example,  he  is  not  talking 
about  current  price  in  relation  to 
last  12-month  earnings  as  most 
fund  managers  do;  rather  it's  price 
relative  to  predicted  next  12- 
month  earnings. 

We  questioned  the  accounting 
practices  of  a  company  such  as 
Denny's  Restaurants  that  takes  the 
revenues  from  the  sales  of  a  new 
franchise  directly  into  income.  Carr 
admitted  that  the  quality  of  that 
kind  of  earnings  was  not  as  high. 
"But  you  have  to  look  at  the  value 
of  what  they  have  created  by 
establishing  the  franchise.  1  would 
much  rather  be  involved  in  selling 
10-cent  cups  of  coffee  and  59-cent 
hamburgers  than  computers  at 
$60,000  a  crack.  The  audience  is 
much  greater.  And  interestingly 
enough,  it's  quite  predictable."  A 
nice  argument,  but  did  it  answer 
our  question? 

What  about  liis  controversial  let- 
ter stock.  Not  oiih  docs  he  admit  to 
using  it,  he  told  us  about  his  new 
closed-end  hind,  SMC  Investment 
Corp.,  launched  last  fall,  which 
is  down  only  7V  this  year.  Almost 
all    of    SMC's    holdings    are    letter 

securities,  mostK  senior  securities. 
"We  structured  SMC  to  be  the 
type  of  fund  I  could  do  best  with. 
I  don't  know  a  better  way  to  in- 
vest." In  effect,  SMC  offers  to  do 


for  the  average  investor  what  pri- 
vate placements  do  for  big  profes- 
sional investors  (Forbes,  July  15): 
get  them  in  on  young  companies 
at  a  discount  off  the  market  price. 

Can  made  SMC  sound  like  a 
good  idea,  even  though  it  cer- 
tainly is  a  long  way  from  what  a 
mutual  fund  was  traditionally  sup- 
posed to  be.  But  for  all  of  his  ob- 
vious sincerity,  he  left  us  still  un- 
convinced on  many  points. 

For  example,  Can's  so-called 
"emerging  growth  companies." 
We  picked  a  few  that  had  gone 
down  sharply  this  year:  Lyntex 
(54  to  27),  Cellu-Craft  (27  to  13), 
United  Convalescent  (30  to  9), 
and  Carter  Group  (44  to  19). 
They  had  emerged  all  right,  but 
not  the  way  Carr  had  expected. 

Didn't  the  fact  that  Enterprise 
has  fallen  25%  in  the  last  seven 
months  prove  that  it  is  a  specula- 
tive fund?  His  reply:  "It  was  up 
44%  in  1968.  It  was  up  117%  in 
1967.  Now  how  does  that  rank? 
Pretty  well  1  guess.  Does  it  mean 
that  it  is  speculative  since  it  is 
down  25'/  this  year?  I  don't  think 
so."  Not  everyone  would  buy  this. 

We  pointed  out  that  Enterprise, 
with  its  huge  buying  power,  could 
lift  the  price  of  a  stock  in  a  thinly 
capitalized  company  merely  by 
buying  it.  He  replied:  "You  might 
be  able  to  do  it  for  a  week  or  so 
but  if  you  are  fundamentally 
wrong  about  a  company  there  is 
no  way  to  hold  up  its  price.  It  has 
got  to  come  to  its  proper  level." 
But    (hat    didn't    really    satisfy    us. 

We  asked  him  about  redemp- 
tions. Hadn't  Enterprise's  poor 
performance  this  year  caused  a 
good  number  of  investors  to  want 
their  money  back.  Carr  claimed  re- 
demptions   weren't   a    problem. 

Final]) .  we  asked  if  Carr  thought 
he  had  been  fully  tested  .is  a  fund 
manager  under  adverse  conditions 
and  over  a  reasonable  period  of 
time?  We  must  confess  that  his 
reply  charmed  us.  "No  "  he  said.  "I 
don't  think  so  at  all.  ' 

And  dial's  the  paradox  of  the 
man.  lie  uses  scholarly  concepts 
like  risk  reward  ratios  and  qualitj 
ol  earnings,  but  he  invests  in  tiny 
companies  and  letter  stock.  He 
calls  ,i  spade  a  heart  and  a  heart 
a  diamond  but  he  does  it  all  in  a 
modest  sell-deprecating  way.  He 
has  a  wax  of  doing  extravagant 
things   in   a   nonextravagant  way.  ■ 
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The  Performance  People* 


People  who  do  things  and  do 
them  well  expect  one  thing  from 
the  bank  that  handles 
their  investments: 

Performance.  Capital  apprecia- 
tion. In  black  and  white. 

At  Manufacturers  Hanover,  we 
live  with  this  demand  day-in, 
day-out.  Because  we're  respon- 
sible for  the  management  of 


funds  valued  at  more  than  seven 
billion  dollars— for  performance- 
minded  people. 

it's  a  job  that  requires  one 
of  the  largest  and  ablest  research 
and  management  organizations 
in  the  world. 

So  if  you're  the  kind  of  person 
who  wants  things  done  right, 
ask  about  our  Investment  Manage- 


theydemand 
a  bank  that 
performs. 


ment  Service.  And  make  us  prove 
that  we  can  do  the  job— the  way 
you  expect  it  to  be  done. 

Personal  Trust  Division— 

350  Park  Avenue,  New  York,  N.  Y.  10022 

Tel:  350-5244  (Area  Code  212} 

. . .  it'»  good  to  iiovo  a  gr«»t  bink  behind  you 

MANUFACTURERS 
HANOVER  TRUST 


Conglomerate, 

like  naked, 
is  not  a  dirty  word. 

But  guilt  by  accusation  or  association  is  a  dangerous  game. 

Dangerous  and  often  destructive. 

The  Signal  Companies  has  been  called  a  "conglomerate." 

If  "conglomerate"  implies  a  profit-mad  monster 
who  gobbles  up  unsuspecting  companies  by  means  of 
underhanded  tender  offers,  we  do  not  qualify. 

If  "conglomerate"  means  a  group  of  companies,  all 
profitable,  all  autonomous,  and  all  active  in  such  diversified 
fields  as  aerospace,  truck  manufacturing,  oil,  leisure-time, 
broadcasting,  real  estate  development,  banking  and 
investment  management,  that's  us. 

And  we're  proud  of  it. 

The  main  trouble  with  the  word  "conglomerate"  is  that 
it  has  been  used  to  infer  something  ominous  and  evil. 

We  suggest  that  in  "conglomerates,"  as  in  nudity,  the  evil 
often  exists  only  in  the  eyes  of  the  beholder. 


The  Signal  Companies  MK 
are  all  doing  well,  thank  you.  ^  y 

Signal  Oil  and  Gas  Company.The  Garrett  Corporation,  Mack  Trucks,  Inc.,  Signal  Equities  Company,  Dunham-Bush,  Inc.,  Signal  Properties,  Inc.,  Signal  Investment  Company 


New  electrical  contact  points  cut  telephone  equipment  downtime 

We've  developed,  with  a  major  phone  equipment  maker,  a  new  cupro-nickel  alloy 
that  has  sharply  cut  maintenance  on  number-finding  mechanisms.  It's  ideal  for 
critical  applications  requiring  longer  fatigue  life.  Porter  also  designs  motors, 
structural  steels,  welding  wire  and  149  other  products  for  the  metal  fabrication 
industry.  Write  H.  K.  Porter  Company,  Inc.,  Pittsburgh,  Pa. 
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PORTER  GIVES  YOU 
BETTER  PRODUCTS 
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by  National  Bureau  ol  Economic  Research 


Composed  of  the  following. 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept,  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


Commerce  private  nontarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  CDepf.  ol  Commerce 


MARKET  COMMENT 

By  L.  0.  Hooper 


The  Traditional  Approach 


The  "New  Breed"  people  are  impa- 
tient about  "traditions"  and  the  ortho- 
dox approach  to  investments;  and,  in 
main  instances,  it  should  be  recog- 
nized, the)  have  outperformed  the 
traditionalists  in  recent  years.  The  suc- 
cesses they  have  enjoyed  have  been 
associated  with  the  inevitable  unortho- 
dox trends  that  develop  in  an  infla- 
tionar)  era  as  well  as  in  the  greater 
talent  of  younger  people  to  recognize 
and  implement  technological  develop- 
ments and  the  ability  of  younger  in- 
vestors to  participate  without  fear  in 
the  psychology  of  greed  created  by 
the  depreciation  in  the  buying  power 
of  money.  In  this  generation  there  is 
nothing  sacrosanct  about  tradition — 
in  the  stock  market  or  anywhere  else. 
But  it  does  seem  an  opportune  time 
to  look  at  the  traditional  anatomy  of 
a  typical  bear  market.  At  the  same 
time,  it  is  well  to  remember  that  this 
bear  market  is  "different."  It  is  most 
unusual  for  the  buying  power  of 
money  to  increase,  and  to  increase 
rather  sensationally  in  the  stock  mar- 
ket, in  a  period  of  inflation — espe- 
cially when  it  is  recognized  that  the 
inflationary  process  is  unlikely  to  be 

Mr.   Hooper  is  associated  with   the  New  York 
Stock  Exchange  firm  of  W.   E.   Hutton   &  Co. 


reversed,  even  temporarily.  This  bear 
market,  therefore,  does  not  have  to  be 
traditional;  but  the  chances  are  that 
investors  over  the  next  few  months 
will  act  much  as  they  have  in  the  past 
after  confidence  in  stocks  has  been 
impaired  by  a  bad  experience. 

If,  the  usual  bear-market  pattern  is 
followed,  the  decline  from  974  in  the 
DJI  on  May  14  to  788  on  July  30 
(both  figures  intraday)  was  the  vio- 
lent and  volume  part  of  the  decline. 
The  vigorous  rally  that  followed  was 
a  contratrend  developing  entirely 
from  a  temporarily  oversold  technical 
position.  The  initial  rally  should  be 
followed  by  a  decline  in  volume  of 
transactions  and  a  period  of  listless 
trading  in  which  the  averages  do  not 
get  far  in  either  direction.  Then  there 
should  be  a  testing  of  the  old  lows  in 
the  averages  in  which  the  old  lows 
probably  will  be  violated  but  on  small- 
er volume;  and  in  this  new  phase 
many  individual  issues  will  not  go  as 
low  as  on  the  first  violent  leg  of  the 
bear  movement.  In  some  cases,  the 
dragging,  tiresome  culmination  of  the 
market  decline  lasts  longer  (from 
point  of  time  elapsed)  than  the  first 
dynamic  spill. 

The  final,  or  culminating  phase  of 


JUNE   131.1 

JULY    132.3 

AUG 133.4 

SEPT 134.0 

OCT 135.6 

NOV 136.2 

DEC 137.0 

JAN 136.9 

FEB 137.6 

MAR 137.3 

APR 138.3 

MAY    138.5 

JUNE  139.0 

JULY  (prel.)  139.3 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 

a  bear  market  normally  is  a  period  in 
which  stocks  should  be  slowly  and 
carefully  accumulated  without  expect- 
ing too  quick  appreciation  and  recog- 
nizing full  well  that  they  will  be 
bought  at  the  exact  lows  only  by  the 
accident  of  good  luck.  Looking  back, 
academically  speaking,  stocks  were  in 
a  "selling  area"  at  925  to  1000  in  the 
DJI.  Broadly  speaking,  they  should  be 
in  a  buying  area  at  700  to  800.  I 
hasten  to  add  that  this  is  a  very  gen- 
eral, absolutely  academic  statement. 
Obviously,  it  does  not  apply  to  every 
stock;  and  unquestionably  when  Hear- 
ing the  end  of  the  drop  it  is  easier  to 
generalize  than  to  particularize. 

Bad  News,  Better  Market 

Usually  some  of  the  things  that 
those  who  sell  stocks  on  the  first  sharp 
down  movement  fear  and  anticipate 
actually  come  true,  or  begin  to  come 
true,  in  the  culmination  phase.  The 
news  environment  and  earnings  begin 
"to  confirm"  that  there  was  an  unfav- 
orable background  justifying  much  of 
the  initial  pessimism  that  developed 
while  the  news  still  was  good  and 
earnings  still  were  rising. 

But  the  bad  news  is  not  as  effective 
in  realization  as  in  anticipation.  I 
shall  be  most  surprised  if  the  news 
and  earnings  are  not  worse  in  Octo- 
ber, November,  December  and  Janu- 
ary than  in  May,  June  and  July.  But 
— and  this  is  important — I  expect  the 
stock  market  to  begin  to  get  better 
when  the  news  is  worse. 

A  simple  thing  to  keep  in  mind 
during  the  rest  of  this  bear  market  is 
that  money  has  been  out  of  character 
of  late.  During  inflation,  money  is  the 
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New  Growth  Account:  Deposit  $1000  or  more  for  3-,  4-  or  5-year  term  and  earn 
guaranteed  5.25%  annual  rate,  compounded  daily,  for  guaranteed  5.39%  yield 
each  year  that  savings  and  interest  remain.  In  case  of  emergency,  withdrawals  can 
be  made,  with  full  interest  paid  to  the  end  of  the  previous  quarter. 
New  Income  Account:  Deposit  $1000  or  more  for  36  to  60  months  and  earn 
guaranteed  5.25%  annual  rate,  compounded  daily,  with  interest  paid  to  you  each 
quarter.  Withdrawals  can  be  made  as  in  Growth  Account. 

New  Monthly  Money  Plan®:  Deposit  $10,000  to  $100,000,  receive  monthly 
checks  in  amount  you  specify,  while  balance  earns  at  high  current  rates.  Send 
coupon  below  for  full  details. 

The  Bonus  Account:  Deposit  $1000  or  more  for  3-year  term.  Earn  .25%  bonus 
annually  over  passbook  rate  (currently  5%,  compounded  daily).  Bonus  paid  at 
end  of  3-year  term.  Withdrawals  before  maturity,  and  balances  below  $1000,  earn 
passbook  rate. 

The  Passbook  Account:  Deposit  any  amount,  withdraw  anytime,  and  earn  5% 
current  annual  rate,  compounded  daily,  from  day  in  to  day  out.  Yields  5.13% 
when  savings  and  interest  remain  a  year,  if  5%  current  annual  rate  and  daily 
compounding  continue  a  year.  Deposits  received  by-  10th  of  month  earn  from  1st 
when  they  remain  till  quarter's  end. 


The  nation's  largest  federally 
chartered  savings  institution.  Estab- 
lished 1925.  18  offices  in  Southern 
California.  Account-holders  in  all 
50  states  and  100  foreign  countries. 
Assets  over  $1.6  billion.  Accounts 
insured  up  to  $15,000  under  provi- 
sions of  Federal  Savings  &  Loan 
Insurance  Corporation. 

Special  attention  to  mail  accounts. 
Send  check  or  money  order  with 
coupon  today. 


FREE! 


Monthly  Money  Plan  Booklet 

Illustrated  booklet  answers 
all  your  questions  about  this 
new  plan.  Shows  how  to 
receive  check  monthly  while 
your  principal  earns!  Tells 
how  to  use  Plan  for  retire- 
ment, other  needs. 
California  Retirement  Guide 
96-page  book  tells  where  to 
get  the  most  out  of  your 
leisure  years  in  California! 
Locations,  facilities,  prices, 
photos  of  fine  adult  com- 
munities throughout  the 
state.  Mail  coupon  today! 


CALIFORNIA 
FEDERAL 
SAVINGS 

AND  LOAN  ASSOCIATION 


18  OFFICES 
ASSETS  OVER  $1.6  BILLION 


California  Federal  Savings  Association,  Box  54087 

Terminal  Annex,  Los  Angeles,  California  90054 

Please  send  free  Cal-Fed  MAIL  SAVER®  and  free  book(s): 

□  Where  to  Retire  in  California     □   Monthly  Money  Plan 
Please  open  account: 

□  Growth  ($1000  or  more)  □  Income  ($1000  or  more) 
D  Bonus  ($1000  or  more)  Q  Passbook  ($50  or  more) 
D  Monthly  Money  Plan  ($10,000-$100,000) 

D  Joint  □   Individual  D  Trust 


Name(s). 
Address, 
City 


.State. 


.Zip. 


Amount  enclosed  $. 


-Soc.  Sec.  or  I.D.  No. 


worst  thing  to  own.  Lately  it  has  been 
the  best  thing  to  own — especially  in 
the  financial  markets.  Not  only  has 
the  buying  power  of  money  in  the 
stock  market  increased  sharply,  but 
those  who  have  had  it  have  been  able 
to  lend  it  at  the  highest  interest  rates 
in  over  100  years.  Money  will  not 
long  be  out  of  character  in  a  long- 
term  inflation,  and  there  are  no  signs 
that  inflation  will  be  more  than  tem- 
porarily arrested.  Perhaps  it  will  not 
be  even  temporarily  arrested. 

In  my  opinion,  anticipation  of  a 
better  supply  of  money  from  the  Fed 
is  premature.  If  interest  rates  ease  a 
little,  as  I  think  they  will,  it  will  be 
due  to  a  reduction  in  the  demand  for 
funds.  There  are  already  some  minor 
indications  of  this,  and  if  business 
activity  cools  a  little,  there  will  be 
more  easing  of  the  demand  for  loans. 
My  information,  and  I  think  it  is  accu- 
rate, is  that  the  Administration  and 
the  Fed  are  adamant  in  their  deter- 
mination to  cool  the  economy,  and 
they  won't  ease  up  till  they  feel  that 
they  are  getting  results. 

I  think  they  will  be  getting  results 
in  the  fourth  quarter  and  in  the  first 
quarter  of  1970.  The  "results,"  which 
should  lead  to  an  easier  money  policy 
(and  don't  forget,  tight  money  has 
been  the  prime  and  fundamental 
cause  of  this  spill  in  stocks),  are  a 
slower  pace  of  business,  some  pressure 
on  prices  of  goods  and  commodities, 
a  rise  in  unemployment  (an  admitted 
aim  now),  lower  auto  sales,  a  slight 
decline  in  the  physical  volume  (if 
not  dollar  volume)  of  retail  sales, 
fewer  new-housing  starts,  a  drop  in 
new  orders  for  machinery  and  equip- 
ment, and  a  perceptible  easing  in  the 
demand  for  funds.  These  usually 
bearish  factors  are  the  bullish  things 
I  would  look  for  to  stimulate  stocks. 

Looking   for   a   Buyer 

There  are  not  a  few  issues  now  suf- 
fering from  lack  of  a  permanent 
home.  The  mutual  funds  and  others 
since  January  have  sold  a  tremendous 
amount  of  McDonnell  Douglas,  for 
instance.  I  suspect  it  has  been  for  the 
wrong  reason,  as  this  company  should 
earn  more  than  $4  a  share  in  1969 
and  the  management  is  not  at  all  sure 
that  profits  will  be  lower  in  1970.  The 
stock  is  selling  at  about  seven  times 
earnings.  It  has  not  been  going  up 
because  there  is  too  much  "homeless" 
stock.  United  Aircraft,  a  higher-qual- 
ity stock,  also  has  met  a  lot  of  selling. 
It  is  expected  to  earn  about  $6  a  share 
this  year.  Chrysler  is  suffering  from 
the  "homeless"  stock  situation.  In  spite 
of  everything  it  should  earn  $4  a 
share  this  year,  and  most  analysts 
think  that  is  an  underestimate.  ■ 
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Do  you  really  know 
the  company  you  keep- 
or  buy,  or  sell? 


expect  —  and  when  —  for  each  of 
the  1400  stocks  under  weekly  eval- 
uation by  Value  Line's  70  research 
specialists  .  .  .  plus  the  8-page  edi- 
torial section,  Selection  &  Opinion, 
which  includes  Value  Line's  Recom- 
mended Stock  of  the  week  or  Special 
Do  yOU  knOW  hOW  the  company  earns  its  money,  hOW     Situation  of  the  month  and  its  analy- 

much  it  earns,  and  at  what  rate?  sis  of  the  business  and  stock  market 


Is  your  hard-earned  capital  efficiently  invested  in 
its  stock,  or  do  other  issues  represent  better  values 
for  you  in  terms  of  your  own  personal  investment 
goals? 


Can  you  quickly  find  out,  without 
obligating  yourself  to  anyone,  the 
trend  and  amount  of  the  company's 
sales,  profit  margins,  book  value, 
earnings,  dividends,  dividend  pay- 
out ratios,  and  price-earnings  ratios 
for  each  of  the  past  15  years? 

.  .  the  company's  5-year  growth 
rates  for  each  of  the  past  14  years 
and  the  estimate  for  this  year? 
...  or  how  the  course  of  its  cash 
earnings  per  share  relates  to  the 
average  monthly  price  range  per 
share  over  the  past  15  years? 
...  or  what  the  cash  earnings  per 
share  may  average  for  the  period 
3  to  5  years  from  now? 
.  .  .  the  company's  debt  and  prior 
dividend  obligations? 
...the  number  of  outstanding 
shares   and    percentage   of   them 
traded  each  month  this  year  and 
in  past  years? 

. . .  whether  company  insiders  have 
been  buying  or  selling  on  balance? 
.  .  .  and  what  mutual  funds  have 
been  doing  in  the  stock? 

Can  you  objectively  appraise  how 
the  stock  is  likely  to  perform  in  the 
market  (1)  during  the  next  12 
months  ...  (2)  three  to  five  years 
4"rom  now  ...  (3)  beyond  five  years 
from  now? 

These  are  some  of  the  many 
questions  investors  ask  in  order 
to  take  intelligent  decisions. 

If  you  have  the  answers  to  these 
questions  regarding  1400  widely 
held  common  stocks,  or  if  they  are 
readily  accessible  to  you  in  your  own 
home  or  office,  you  probably  are  al- 
ready a  subscriber  to  The  Value  Line 
Investment  Survey. 

If  you  want  to  have  answers  that 
inform  and  fortify  your  judgment 
and  keep  you  continuously  in- 
formed on  your  investments  after 


you  have  made  them  as  well  as  be- 
fore you  select  them,  you  may  be 
ready  for  the  systematic  investment 
guidance  — the  research,  analyses, 
disciplined  evaluations,  and  recom- 
mendations provided  every  week  by 
Value  Line. 

SEE  FOR  YOURSELF 
-AND  SEE  WHY 

We  invite  you  to  discover  The 
Value  Line  Investment  Survey  for 

yourself  under  our  30-day  money- 
back  guarantee:  If  you  are  dissatis- 
fied with  Value  Line  for  any  reason, 
return  the  material  within  30  days 
for  a  full  and  prompt  refund. 

The  coupon  below  will  bring  you 
every  week,  for  the  term  you  check, 
full-page  reports  on  about  100  or 
more  different  stocks  and  analyses 
of  their  industry  groups  .  .  .  plus  the 
24-page  Weekly  Summary  of  Advices 
&  Index,  giving  you  Value  Line's  lat- 
est determinations  of  what  relative 
price  "changes  you  can  reasonably 


outlook.  In  addition,  you  will  receive 
Value  Line's  monthly  Special  Report 
on  Officer-Director  Transactions  and 
the  quarterly  Special  Report  on  In- 
vestment Company  Transactions. 

BONUS* With  the  annual  or  3- 
month  trial  subscription,  Value 
Line  will  ship  to  you  immediately 
its  2-volume  Investors  Reference 
Library,  which  will  give  you  the  lat- 
est reports  on  all  1400  stocks  that 
have  been  published  prior  to  your 
subscription.  During  the  subscrip- 
tion period  all  1400  full-page  re- 
ports will  be  revised  and  updated 
systematically  every  13  weeks. 

With  Value  Line  in  your  office  or 
library,  you  will  be  able  to  find  ob- 
jective and  current  appraisals  of 
the  stocks  you  buy  ...  or  sell  .  ,  , 
or  keep. 


In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have  had 
such  a  4-week  subscription  within  the  past 
six  months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


I 1  3-MONTH  TRIAL-$44 


(13  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
—as  a  bonus— the  2-volume  Investors  Reference  Library 

consisting  of  Value  Line  sections  published  during  the 

13  weeks  preceding  start  of  this  subscription. 

□  Payment  enclosed  □  Bill  me 


I      I  FOUR-WEEK  TRIAL-S5 


EDITIONS) 


Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address 


AA16-41 


City. 


.State 


-Zip. 


^"■^■'iS? 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LIINE 

INVESTMENT    SURVEY 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  EAST  44th  STREET,   NEW  YORK,  N.  Y.  10017 

(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 


FORBES,  SEPTEMBER  1,  1969 


65 


Double 
Safety 


THINK 
ABOUT   IT 


Privacy 

pius  5 1  % 

^^^     ^X     per  year 

We  guarantee  this  higher  interest  rate 
on  Fixed  Term  accounts  of  3,  4,  or  5 
years  .  .  .  $1000  minimum.  Interest  is 
compounded  daily  and  paid  quarterly 
.  .  .  or  can  he  added  to  account  to  yield 
5.39%  per  year. 

Privacy  for  your  savings  is  yours, 
too,  when  you  save  with  us  in  Califor- 
nia. Write  for  details. 


One  of  America's   largest  ^iriilj llil" 

...and   strongest  \  vVoSo  jfc 

M  EST, 1937 

Fidelity 


savings 

AND  LOAN  ASSOCIATION 

Glendale,  Calif.  91209 


>4^ 

Box  1631-22 

Assets  over  $425,000,000 

Please  send   information  on: 

D    5'/4%  Fixed  Term  accounts   Q    5%  Passbook  accounts 
O    5%%  Bonus  accounts 


Address . 


City- 


^State- 


Zip- 
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A  technically 

oriented 

natural  resources 

company 

dedicated  to 

investment 

of  its  resources 

in  advanced  technology 


SITKIN  SMELTING 
&  REFINING,  INC. 

Lewistown,  Pa.  17044 

Air  &  Water  Pollution  Controls 

High  Temperature  Alloys  •  Brass 

Bronze  •  Copper  •  Aluminum 

Radiation  Shielding  •  Precious  Metals 

Listed  —  American  Stock  Exchange 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


The  Odds  Are  Getting  Better 


Only  the  brashest  tyro  will  claim 
to  know  for  sure  which  way  the  stock 
market  is  headed.  Those  of  us  who 
have  erred  so  many  times  in  the  past 
and  who  have  paid  costly  tuition  time 
and  again  over  the  decades  are  far 
less  convinced  of  our  ability  to  predict 
the  future.  We  have  learned  one 
thing,  however;  namely,  to  become 
increasingly  apprehensive  when  stock 
prices  are  high  and  speculation  is 
rampant,  and  to  take  a  much  kindlier 
attitude  towards  stocks  after  their 
prices  have  come  down  sharply  from 
the  lofty  heights. 

This  has  nothing  to  do  with  the 
theory  of  contrary  opinion,  which  as- 
sumes that  the  majority  is  usually 
wrong.  This  is  a  dangerous  theory  be- 
cause it  means  swimming  against  a 
strong  current  that  can  be  exhausting 
as  well  as  expensive.  A  better  ap- 
proach, it  would  seem,  is  to  make  an 
educated  guess  of  the  realistic  upside 
potential  of  the  market  or  a  stock,  and 
compare  it  with  the  downside  risk, 
in  case  the  investment  climate  should 
turn  unfavorable.  If  the  odds  are  not 
in  your  favor — in  other  words,  if  it 
is  possible  to  lose  more  than  you  are 
likely  to  gain — it  is  prudent  to  pull 
in  your  horns  and  become  cautious. 
From  experience  we  know  that  many 
stocks  greatly  exceed  their  realistic 
upside  potential  in  a  bull  market  and 
do  the  same  on  the  downside  in  a 
bear  market.  As  a  result,  those  who 
apply  the  risk/reward  ratio  to  their 
investment  policy  generally  will  miss 
both  peaks  and  bottoms  in  the  market, 
but  over-all  performance  should  nev- 
ertheless be  good. 

Whether  a  stock  is  cheap  or  dear 
depends  to  a  great  extent  on  prospec- 
tive earnings.  There  are  many  com- 
panies whose  profits  increase  year 
after  year,  almost  regardless  of  gen- 
eral business  conditions.  But  a  much 
larger  number,  especially  the  indus- 
trial manufacturing  and  transportation 
companies,  are  subject  to  cyclical 
earnings  fluctuations.  The  latter  will 
obviousl)  sell  at  a  lower  earnings  mul- 
tiple than  the  former,  which  almost 
always  command  a  premium  price — 
just  compare  a  stock  like  Avon  Prod- 
ucts with  General  Motors. 

When  interest  rates  are  very  high, 

Mr.  Biel  is  a  partner  in  the  New  York  Slock 
F*rhange   fi"-  «•*  Pmanupl.  Deet'°n   &  Co. 


as  they  are  at  present,  a  lower  price/ 
earnings  ratio  should  be  accorded  to 
stdeks,  even  if  their  earnings  and 
dividends  show  a  steady  uptrend. 
That  is  why  the  Dow-Jones  utility 
stock  average,  for  example,  now 
stands  at  the  lowest  level  since  1962. 

The   Profit   Outlook 

Many  good  quality  industrial  stocks 
have  come  down  to  levels  wliere  they 
are  priced  at  little  more  than  ten  times 
present  earnings,  a  ratio  which  is  low 
by  the  standards  of  recent  years,  even 
if  allowance  is  made  for  the  rise  in 
interest  rates.  However,  the  near-term 
profit  outlook,  i.e.,  for  the  next  12 
months  or  so,  is  not  good.  While  total 
corporate  earnings  may  decline  by  not 
much  more  than  10%,  the  more  cy- 
clical companies  could  suffer  more 
severe  reductions.  Some  June  quarter 
reports  are  indicative  of  what  happens 
when  volume  drops  while  costs  remain 
inflexible  (viz.  Chrysler). 

Should  profits  of  cyclical  companies 
go  down  20%  during  the  coming  12 
months — and  I  doubt  that  it  will  be 
that  much — a  multiple  of  ten  times 
present  earnings  would  change  to  12/2 
times  next  year's  earnings.  This  need 
not  deter  the  investor.  It  is  only 
logical  that  comparatively  depressed 
earnings  should  be  appraised  more 
liberally  than  boom-time  profits. 

Present  restrictive  credit  policies  are 
designed  to  reduce  inflation  by  slow- 
ing down  the  pace  of  the  economy.  It 
is  certainly  not  the  Federal  Reserve's 
intention  to  provoke  a  recession.  If 
these  policies  work  out  successfully, 
then  we  can  expect  a  gradual  easing 
of  restraint  and,  hopefully,  a  resump- 
tion of  a  more  normal  rate  of  eco- 
nomic growth  by  mid-1970.  Just  as 
the  stock  market  began  to  discount 
present  problems  as  long  ago  as  last 
December,  it  may  turn  around  long 
before  an  improvement  in  profits  be- 
comes apparent. 

It  is  by  no  means  sure  that  we  have 
seen  the  bottom  of  this  bear  market, 
but  I  am  confident  that  the  worst  now 
lies  behind.  Taking  the  recent  low  of 
about  800  in  the  DJI  as  a  base.  I  can 
visualize  another  drop  of,  perhaps, 
10%,  although  I  don't  think  it  will  be 
that  much.  As  recently  as  last  May  the 
DJI  stood  at  968.  Is  it  extravagantly 
optimistic    to    believe    that   this    level 
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will  be  reached  again  next  year  or, 
at  the  latest,  in  1971?  I  don't  think 
so.  Thus,  looking  at  the  market  as  a 
whole,  the  odds  are  now  better  than 
two-to-one  in  favor  of  the  investor,  an 
upside  potential  of  20^  or  more  OS.  a 
downside  risk  of  10?  or  less.  That  is 
the  reason  why  the  time  may  be  ap- 
proaching when  one  should  look  for 
stocks  to  boy. 

The  possibility  of  a  reduction  in  de- 
pletion allowances  to  20't  has  knocked 
the  oil  stocks  down  sharply,  although 
earnings  should  hold  up  well.  I  like 
Gulf  Oil  (recent  price.  36—1988-69 
high.  49:  all  prices  quoted  here  follow 
this  stvle)  for  investment,  and  Occi- 
dental (34-551  and  McCtnloch  Oil 
tor  speculation. 

Westinghouse  Electric  (55-7836) 
has  taken  an  unduly  severe  beating  in 
the  face  of  expected  record  profits  this 
year  as  well  as  probably  next. 

Among  the  conglomerates  I  would 
favor  At  25-65),  down  more  than 

60%  from  last  years  high  The  pre- 
ferred, convertible  into  two  common 
shares,  \iel<K  5.73  and  sells  only 
slightly  a  b  o  \  e  conversion  parity. 
Transamerica  i  28-43%  I  appears  equal- 
ly interesting.  Managements  of  both 
companies,  b\  the  way,  would  stren- 
uously object  to  being  classified  as 
"conglomerates,''  but  lacking  a  bettei 
definition,  that's  what  they  are. 

Among  the  rails  consider  Canadian 
Pacific  (67-93M  as  well  as  Southern 
Railway  (  47-66)  and  Southern  Pacific 
i  3-3-49X),  which  pay  good  dividends 
and  sell  at   most   modest  P   Es. 

Leaders  in  Quality 
Investors  have  taken  a  greater  in- 
terest in  bank  stocks  ever  since  they, 
or  their  respective  holding  companies, 
became  listed  on  the  New  York  Stock 
Exchange.  A  blue-chip  portfolio  may 
well  be  graced  by  one  of  them.  First 
National  City  Corp.  (59-84X)  will 
probably  report  earnings  of  close  to 
S5  a  share  this  year,  and  an  earnings 
multiple  of  12  is  certainly  modest  for 
a  banking  operation  whose  unbroken 
,  dividend  record  goes  back  to  1813. 

It  is  a  lot  easier  to  persuade  oneself 
to  buy  a  stock  that  appears  deeply 
depressed,  selling  way  below  its  high 
of  the  not-too-distant  past.  Yet  ex- 
perience has  taught  us  that  stocks 
that  have  shown  exceptional  resis- 
tance during  a  major  market  decline 
may  retain  their  leadership  in  the  sub- 
sequent recovery.  Among  the  stocks 
whose  relative  performance  has  been 
remarkably  good  are  such  old  favor- 
ites as  Schlumberger  (92-102),  Na- 
tional Cash  Register  (132-154/4)  and 
Johnson  ir  Johnson  (127-128K). 
Come  to  think  of  it — is  there  really 
a  substitute  for  quality?  ■ 
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CAN  YOU  AFFORD  IT? 

Our  team  of  market  experts  with  computer-based 
research  will  manage  your  individual  account 
worth  $5,000  to  $1 0,000  for  $200  a  year.  (And 
even  lower  percentages  for  larger  accounts.)  You 
own  the  stocks.  But  we  do  the  research,  make  buy 
and  sell  decisions,  aim  for  aggressive  capital 
growth.  And  if  you  find  we're  not  well  worth  the 
money,  you  can  discontinue  at  any  time 
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Should  you  be  hi 
slocks  or  cosh? 


Was  the  December-January  market  weakness  an 
early  warning  signal  or  another  buying  opportunity? 
Is  it  time  to  commit  speculative  funds? 

INVESTORS  RESEARCH  REPORTS  take  a  positive, 
no-hedge  stand  on  these  or  similar  questions  vital 
to  the  successful  investor  —  PLUS  —  reviewing 
trends  of  over  600  stocks  in  50  key  groups! 

Special  SI  Offer:  So  you  can  test  for  yourself  the 
value  of  these  reports,  IR  will  immediately  mail 
you  a  5-week  trial  subscription  which  includes: 

■  Weekly  Market  Analysis  Report 

■  Model  Speculative  and  Investment  Accounts 

■  Copyrighted  .'rimary  Trend  Index 

■  Projected  Value  Reports 

■  Industry  Group  Analysis 

plus  —  our  bonus  guide  "A  Positive  Investment 
Program"    All  for  only  $1  —  so  act  now! 


INVESTORS  RESEARCH  REPORTS 

Dept.  F-6  924  Laguna  St.,  Santa  Barbara,  Calif.  93102 
Please  niGil  my  5  week  trial  subscription  to  the  IR  REPORTS 
plus  my  bonus  A  POSITIVE  INVESTMENT  PROGRAM  guide. 
I   enclose  $1.00. 


(This   offer  good  to  first-time   subscribers   only; 


How  fast 

should  you  expect  a 

$5,000  to  $50,000 

portfolio  to  grow 

under  investment 

management? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Depi   H-72. 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management  .  Incorporated  1936 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


What  Now? 

With  the  1969  stock  price  decline 
now  approximating  the  duration  of 
other  major  liquidating  movements 
since  1932,  one  question  almost  auto- 
matically comes  to  mind:  Was  a  hot- 
torn  of  some  significance  recorded  at 
the  end  of  July?  With  major  price 
moves  stemming  more  from  changes 
in  psychology  than  from  statistics,  a 
partial  answer  to  this  question  may 
be  found  in  the  beneath-the-surfaee 
factors  which  help  make  trends. 

•  Although  not  apparent  in  the 
published  statistics,  there  are  signs 
that  the  economy  is  cooling.  Further- 
more, the  decline  in  the  stock  market 
hints  that  inflationary  expectations 
have  lessened  considerably.  All  of 
which  was  the  reason  for  this  year's 
policy  of  intense  restraint. 

•  Granted  that  a  reversal  soon  in 
Federal  Reserve  Board  policy  is  un- 
likely, this  background  indicates  there 
is  little  or  no  need  for  additional  credit 
restrictions.  Moreover,  the  scattered 
signs  of  slackening  in  loan  demand 
suggest  that  the  worst  of  the  credit 
pinch,  in  terms  of  its  stock-market 
impact,  may  be  over.  The  market  may 
not  wait  for  positive  evidence  of 
"light  at  the  end  of  the  tunnel." 

•  Surprisingly  little  attention  has 
been  given  to  the  fact  that  the  two- 
price  system  for  gold  inaugurated  in 
March  1968  is  working,  and  that  the 
major  industrial  nations  of  the  world 
have  agreed  to  issue  almost  $10  billion 
of  special  drawing  rights  in  the  next 
three  years.  This  plan  to  supplement 
dollars  and  gold  in  intonation  d  trans- 
actions supports  the  hopes  that  the 
growth  in  world  trade  can  be  financed 
and  that  the  threat  of  an  international 
financial  crisis  will  disappear. 

•  The  easing  of  short-term  interest 
rates  in  several  key  areas  indicates 
that  the  money  market  has  at  least 
reached  a  plateau.  Moreover,  there  is 
reason  to  believe  that  industry  nun 
have  overborrowed  in  anticipation  ol 
the  1969  credit  crunch.  The  foregoing, 
together  with  a  contraction  in  grant- 
ing new  lines  of  credit,  points  up  the 
recent  improvement  in  the  corporate 
bond  market.  An  upturn  in  the  bond 
market  is  almost  always  eventually 
followed  by  higher  stock  prices. 

•  On  early  view,  aggregate  corpor- 


ate profits  could  decline  on  the  order 
of.  10%  or  so  between  this  year  and 
next.  But  there  are  two  compensations: 
1)  It  can  be  argued  that  the  market 
is  in  tune  with  such  a  decline,  for 
multiples  are  now  in  the  low  end  of 
their  historic  range.  2)  The  market 
discounts  and  historically  turns  up- 
ward quarters  before  earnings  do. 

•  It  may  be  significant  to  note  that 
many  (but  not  all)  of  the  internal 
signs  apparent  at  past  bottoming  out 
areas  were  present  at  the  end  of  July. 
Illustrative  of  the  point:  Little  or  no 
recognition  was  given  to  the  prob- 
ability that  the  war  in  Vietnam  will 
de-escalate.  Little  or  no  recognition 
was  given  to  the  fact  that  stocks  sell 
on  the  basis  of  their  being  a  call  on 
future  rather  than  just  current  earn- 
ing power.  Instead,  the  popular  em- 
phasis was  on  what  was  generally 
believed  to  be  a  downside  potential, 
perhaps  5%  below  last  week's  average 
low.  Yet  history  indicates  that  the 
market  never  accommodates  everyone. 

A  Time  of  Testing 

In  contrast  to  these  constructive 
hopes,  there  is  no  question  but  that 
1969 — like  1962 — is  "unwinding"  a 
major  speculative  boom.  And  this 
means  there  can  be  more  "unfinished" 
business  that  tests  speculative  nerves. 
While  a  better-balanced  environment 
will  eventually  come  into  being,  the 
tact  remains  that  meanwhil*  we  are 
in  a  transition  period. 

There  is  little  question  but  that 
1969  is  proving  a  disappointing  year 
for  the  airline  industry.  It's  also  true 
that  the  industry  probabK  doesn  t 
have  the  earnings  dynamics  that  ex- 
isted some  five  years  ago.  But  the 
fact  remains  that  airline  travel  is  not 
disappearing  despite  airport  conges- 
tion, and  many  of  the  leading  stocks 
have  returned  to  their  1962-63  price 
levels.  In  other  words,  the  unfavorable 
factors  are  no  surprise.  Meanwhile, 
little  attention  is  being  given  to  the 
possibility  of  an  earnings  upturn  in 
1970.  And  there  is  a  possibility  of  a 
fare  increase  in  the  fall.  Increases  in 
capacity  will  be  much  less  this  year 
and  next  than  in  1968  and  more  in 
tune  with  traffic  growth.  ■ 


Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchanp"  «rm  of  J"«ephthal   &   Co. 


Mr.    Schulz    is    on    vacation.    His 
column  will  appear  in  the  next  issue. 


68 


FORBES,  SEPTEMBER  1,    I969 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


Currencies  &  Gold  Shares 


The  devaluation  of  the  French  franc 
was  generally  expected;  yet  when 
it  was  announced  on  Aug.  8  the 
timing  caught  everyone  by  surprise. 
That  the  step  was  inevitable  was 
pointed  out  in  this  column  on  several 
occasions,  and  it  is  one  of  the  first 
major  steps  taken  by  President  Pom- 
pidou since  his  election.  A  few  weeks 
before  the  announcement  steps  were 
taken  to  achieve  a  deflationary  con- 
dition in  Fiance.  The  devaluation  (just 
over  11%)  was  within  the  expected 
range,  and,  hopefully,  these  measures, 
along  with  others,  will  be  sufficient 
to  restore  France's  competitive  posi- 
tion in  world  markets.  Perhaps  the 
extent  of  the  devaluation  was  insuffi- 
cient, but  an)  larger  change  would 
have  endangered  the  position  of  ster- 
ling and  DOSSibh  some  oi  the  other 
weaker  European  currencies. 

While  this  action  is  bound  to  be  fol- 
lowed b)  some  currencj  speculation, 
principal!)  directed  against  sterling 
and  in  tavoi  oi  the  German  mark,  1 
do  not  believe  that  the  fervor  will 
be  too  great,  or  that  an)  major  crisis 
will  result.  Nor  do  1  anticipate  that 
Uiere  will  he  an)  major  speculation 
in  gold:  The  day  following  the 
French  devaluation  saw  the  price  ol 
gold  unchanged  on  the  tree  market. 

The  weeks  prior  to  the  French  de- 
valuation saw  such  stable  and  quiet 
conditions  in  foreign  exchange  mar- 
kets that  most  people  assumed  no 
major  realignment  of  parities  would 
take  place  before  the  International 
Monetary  Fund  meeting  at  the  end 
of  September.  At  the  same  time, 
the  agreement  on  special  drawing 
rights  (an  increase  in  international 
reserves  of  $9.5  billion  over  three 
years)  made  any  likelihood  of  a 
change  in  the  price  of  gold  more  re- 
mote. Consequently,  up  to  early  Au- 
gust, gold  shares  fell  to  such  low 
levels  that  some  justification  could  be 
found  for  their  purchase  even  without 
speculating  on  an  increase  in  the 
price  of  gold.  For  instance,  Western 
Deep  was  selling  at  around  $10  and 
Free  State  Gecluld  at  around  $14.50. 

On  the  Monday  following  the 
French  devaluation,  each  of  these 
stocks  was  about  two  points  higher.' 
I  do  not  believe  that  the  price  of  gold 
will  be  changed.  On  the  other  hand 
I  do  not  believe  that  we  have  reached 


the  stage  where  we  shall  no  longer 
have  financial  crises.  Any  financial 
crisis  will  bring  on  a  certain  specula- 
tion that  will  affect  gold  shares. 

While  I  still  hold  that  gold  shares 
generally  do  not  offer  any  attraction 
to  a  long-term  investor,  for  those  pre- 
pared to  take  the  risks,  and  for  those 
nimble  in  their  ability  to  trade,  they 
may  offer  excellent  short-term  gam- 
bles— if  one  is  sufficiently  adept  to 
take  advantage  of  the  large  price 
swings  which  can  occur.  However, 
this  is  a  gambling  proposition,  and 
not  recommended  for  widows  and 
orphans.  For  the  general  investor,  the 
advice  repeatedly  given  in  this  column 
still  holds  true:  Buy  a  gold  share 
only  it  it  is  attractive,  based  on  the 
$35-an-ounce  price  for  gold. 

Consider  Australian  Shares 

However,  as  sterling  is  bound  to 
come  under  periodic  attacks,  even 
(hough  the  benefits  ol  the  sterling  de- 
valuation ol  November  L967  are  onl) 
just  now  beginning  to  be  felt,  certain 
stocks  are  likely  to  be  bought  by 
London  as  a  hedge  against  sterling. 
To  some  extent,  South  African  gold 
mines  tall  into  this  category.  In  the 
past,  however,  a  weakness  in  sterling 
was  also  followed  b)  London  buy- 
ing of  Australian  stocks;  the  British 
can  still  invest  in  Australia  without 
any  special  licenses  being  required; 
many  Australian  companies  provide 
.in  excellent  sterling  hedge;  and  the 
long-term  investment  climate  of  Aus- 
tralia is  certainly  much  more  favor- 
able than  that  of  South  Africa. 

In  recent  months,  the  Australian 
market  has  suffered  by  some  amount 
of  English  selling,  mainly  due  to  the 
operation  of  the  credit  squeeze  in 
England.  In  my  opinion,  London  in 
the  near  future  will  again  become  a 
large  buyer  of  Australian  shares,  and 
the  Australian  stock  markets  will  re- 
sume higher  levels  so  justified  by  the 
inherent  potentials  of  their  economy. 
American  investors  should  certainly 
hold  on  to  any  Australian  stocks  they 
now  own,  and  should  possibly  con- 
sider making  new  commitments  when 
leading  Australian  shares  are  available 
in  the  New  York  market,  specifically 
those  with  American  ownership  and 
without  much  of  a  premium  above 
their  overseas  price.  ■ 


A  SPECIAL 
INVESTMENT 
MANAGEMENT 
SERVICE 

Creative,  vital  management  ori- 
ented to  asset  growth  for  a  lim- 
ited number  of  individuals,  trusts, 
estates,  pension  funds  and  other 
holders  of  substantial  portfolios. 

Loeb,  Rhoades  stresses 
performance  by  marshaling  its 
full  investment  resources  for  the 
use  of  the  portfolio  manager, 
a  highly  motivated  professional 
who  translates  the  firm's  capa- 
bilities into  a  dynamic  program 
directed  toward  the  clients' 
objectives.  Charges  are  on  an 
agreed  fee  basis. 

You  are  invited  to  write 
fora  complete  description  of  our 
Investment  ManagementService. 
Address  Department  IM-F. 


LOEB,  RHOADES  &  CO. 

Members  New  York  Stock  Exchange 
and  other  leading  Stock  Exchanges 

42  WALL  STREET,  N.Y.  10005 
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NEW  NO-LOAD  MUTUAL  FUND 

ROWE  PRICE 
NEW  ERA 
FUNDinc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

No  Sales  Charge 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 

Name 


Address. 
City 


.State. 


Zip  Code. 


NO  SALES  CHARGE 
NO  REDEMPTION  CHARGE 
100  °/o  of  your  money  is  invested 
for  you  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil  •  aerospace 

•  communications,  etc. 
Only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PUNS 

ENERGY  FUND  is  a  qualified 
Investment  under  Keogh  Act. 


EMPLOYEE  PROFIT  SHARING 
PENSION  PLANS 

available  with  Energy  Fund. 


RALPH  E.  SAMUEL  t  CO..  Distributor 
Members  N.  Y.  Stock  Exchange 
55  Broad  St.,   New  York  10004  Dept.  F 
(212)  344-5300 

Please  send  me  the  Fro*  prospectus 
and  literature  on  ENERGY  FUND. 

NAME , 

ADDRFSS 


l\V 

"Word  of  Mouth" 

Many  new  subscribers  come  to  us  that  way  .  .  .  For 
a  non-peripatetic  approach  toward  capital  building, 
getting  better  income,  avail  yourself  of  these  pene- 
trating weekly  advisory  letters.  SPECIAL  OFFER: 
8  weeks'  trial,  just  $2.  Clip  this  ad.  Mail  today. 
(Full  refund  if  not  pleased.) 

THE  BUCK  INVESTMENT  LETTER 
P.O.  Box  146        Cedar  Ridge,  California  95924 


STOCK  TRENDS 

By  Myron  Simons 


They  Don't  Ring  Bells  In  Wall  Street 


Old-time  Wall  Streeters  had  a  lovely 
legend  of  a  bell  that  rang  out  to 
signal  the  top  of  a  bull  market  and 
the  bottom  of  a  bear  market.  Un- 
fortunately, nobody  has  ever  heard 
that  bell.  It's  too  bad. 

But  you  don't  really  need  bells.  The 
stock  market  has  a  kind  of  internal 
logic;  and  if  you  can  be  unemotional 
about  it,  common  sense  should  lead 
you  to  the  right  conclusion. 

After  all,  the  prices  at  which  stocks 
sell  are  supposed  to  give  estimates 
of  their  present  value  and  future 
potential.  In  general,  the  market  does 
a  pretty  good  job  of  valuation.  Sure, 
there  are  crazy  periods.  Times  of  wild 
enthusiasm.  Times  of  unreasonable 
pessimism.  But  the  large-scale  move- 
ments usually  follow  the  rules  of 
reason. 

I  believe  that  the  rules  of  reason 
indicate  the  next  major  move  in  the 
market  will  be  an  upward  one.  Here's 
why:  The  most  common  yardstick  for 
measuring  the  value  of  a  stock  is  the 
price/ earnings  multiple.  Becently,  the 
Dow-Jones  averages  sold  at  13.9 
times  the  latest  12-month  earnings. 
The  ratio  was  slightly  lower  in  the 
fall  and  winter  of  1966  (13.5),  but, 
except  for  that  short  period,  you 
have  to  go  all  the  way  back  to  1958 
to  find  a  ratio  of  under  14.  So  you 
have  the  logic  of  P/E  ratios  arguing 
for  an  end  to  the  decline. 

What  about  the  probability  that  earn- 
ings will  decline?  This  only  strength- 
ens my  belief  that  we're  on  the  verge 
of  a  new  bull  market.  Like  this  year, 
1966  was  a  year  of  a  credit  crunch, 
but  mark  this:  The  price/earnings 
multiples  made  their  lows  when  the 
earnings  for  the  last  12  months  were 
making  their  highs.  As  soon  as  earn- 
ings began  to  ease  off,  the  average 
began  to  go  up.  And  I  mean  way  up: 
In  late  1966  and  1967  the  DJI  ran 
up  nearly  200  points,  close  to  30%. 

It's  just  what  you  would  expect 
from  a  short  business  slowdown.  The 
market  anticipates.  It  goes  down 
before  the  slowdown,  and  starts  up 
before  the  recovery. 

Unless,  of  course,  a  prolonged  re- 
cession lies  ahead.  Remember,  diough, 
that  the  slowdown  in  business,  now 
just  beginning,  has  been  forced  by 
the  Federal  Reserve  and  the  Nixon 

A  guest  columnist,  Mr.  Simons  is  research 
partner  with  the  NYSE  firm  of  Hirsch  *  Co. 
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Administration  to  combat  inflation. 
Once  the  economy  begins  to  falter, 
there,  are  three  major  antidotes  to  be 
applied:  1)  a  relaxation  of  credit,  2) 
a  rollback  of  the  recent  tax  increase, 
3)  higher  federal  expenditures  in  ur- 
ban development,  slum  clearance  and 
pollution  control. 

Today's  Values 

The  timing  for  the  next  bull  mar- 
ket? Well,  it's  hard  to  be  exact.  (I 
can't  hear  that  legendery  bell,  either.) 
But  many  stocks  are  now  selling  at 
levels  which  appear  to  represent  more 
than  reasonable  value.  Two  kinds  of 
stocks  do  particularly  well  in  a  resur- 
gent market:  those  that  have  been  se- 
verely depressed,  and  those  that  will 
benefit  most  from  new  direction  in  the 
economy,  the  "concept"  stocks  that 
I  discussed  in  my  Aug.  1  column. 

AMK  Corp.  has  been  tarred  with  the 
brush  of  "conglomerate"  even  though 
most  of  its  volume  comes  from  the 
food  business,  meat  packing  and 
bananas.  Its  powerful  merchandising 
skills  are  now  being  applied  to  new 
food  products  with  potentially  large 
volume,  such  as  packaged  lettuce. 
I  look  for  per-share  earnings  of  $3.20 
to  $3.30,  fully  diluted  (except  for 
the  warrants  at  $46).  At  about  7  times 
earnings,  the  stock  seems  unreason- 
ably depressed. 

Cenco  Instruments  has  been  add- 
ing acquisitions  in  the  medical,  hos- 
pital and  nursing-home  fields  to  its 
original  laboratory  equipment  busi- 
ness. Fiscal  1969  earnings  were  $1.66 
a  share,  down  from  $1.77  a  year  ago, 
but  I  expect  an  improvement  to  $2 
next  year.  The  company  should  do 
well  in  the  post-Vietnam  economy. 

The  housing  and  construction  stocks 
are  among  those  with  the  best  future 
potential.  Kaufman  <b  Broad,  the  na- 
tion's second-largest  home  builder,  is 
expanding  into  apartment  develop- 
ments, and  even  into  construction 
abroad.  This  year's  earnings  should 
be  about  $1.10  a  share.  The  price/ 
earnings  multiple  is  rather  high,  but 
the  future  potential  of  the  company 
seems  to  justify  it. 

Wickes  Corp.  operates  about  200 
centers  that  supply  lumber  and  build- 
ing supplies,  and  is  adding  mobile 
homes,  furniture  and  trailers.  I  expect 
1969  earnings  of  $2.35,  up  from  last 
year's  $2.05.  ■ 

FORBES,  SEPTEMBER  1,  1969 


HOW  TO   BUY  &  SELL 

LOW-PRICED  STOCKS 

FOR  PROFIT 

By:  JOHN  S.  VILLELLA 
Tells  you  where  the  action  is. 
This  book  explains  in  detail  a 
logical,  to  the  point  method  of 
buying  and  selling  listed  low- 
priced  stocks.  All  the  "Ifs,  ands, 
hedges,  and  baloney"  have  been 
removed.  It  is  frank  and  to 
the  point. 

"How    To    Buy    and    Sell    Low- 
Priced  Stocks  for  Profit"  should 
be  required  reading  for  the  spec- 
ulator. 
SEND   ft   PER  COPY  TO: 

CEN-COM,    INC. 

P.O.   Box   295 

Pinellas   Park,   Florida   33565 

□  Please  send  FREE  informa- 
tion concerning  your  unique  Low- 
Price-Stock    Advisory    Service. 
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CONVERTIBLES 

Convertible  Bonds  and  Convertible  Pre- 
ferred Stocks  now  currently  traded  can  be 
ignored  by  an  investor  only  to  his  own 
detriment.  In  many  cases  an  intelligently 
selected  convertible  can  sharply  limit  risk 
on  the  downside,  while  providing  just  as 
much  appreciation  as  the  common  on  the 
upside. 

Let   our  R.H.M.   Convertible   Survey — one         = 
of   the    largest   convertible   services    In    the 
country,    and    subscribed    to    by    bankers, 
brokers  and  institutions  throughout  the  In-         g 
vestment  world — tell  you  the  whole  story  of 
the   convertible   bond   and   convertible   pre- 
ferred stock  and  outline  a  method  by  which 
you  can   profit   from   the   1,000   convertibles         1 
currently  traded. 

A  valuable  descriptive  folder  Is  avail- 
able to  you  free  on  request  and  will  be 
sent  without  any  obligation.  Just  mail  this 
ad  with  your  name  and  address  to  "Con- 
vertibles" Dept.  FC-2.  R.H.M.  Associates, 
220    Fifth    Ave..    New    York.     N.    Y.     10001. 
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INVEST  $6 


for  six  months  of  OVER-THE-COUNTER 
SECURITIES  REVIEW,  only  monthly  maga- 
zine on  unlisted  stocks.  Special  features 
and  departments,  current  data  on  hun- 
dreds of  companies.  Also,  new  issues  and 
special  corporate  close  ups.  Plus  Free 
literature  service  for  company  and  dealer 
reports.  For  full  year  subscription  (12 
issues)   send   $10.00.   Send   your  check   to: 

OVER-THE-COUNTER 
SECURITIES  REVIEW 

Dept.  54  Jenkintown,  Pa.  19046 

P.S.  To  reserve  your  postpaid  copy  of  the  1969-70 

0TC    HANDBOOK,    send    an    additional    $7-50. 

Most    complete    guide    of    its    type.    Will    cost 

$10.00  when   issued    in   the  Autumn. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
125  Maiden  Lane,   N.  Y.   10038 
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THE  FUNDS 


Where  Did  All  the 
Technology  Stocks  Go? 

A  shareholder  in  Rowe  Price  New 
Horizons  Fund  ($143-million  assets) 
recently  asked  President  Curran  W. 
Harvey  why  his  fund  didn't  have  a 
greater  position  in  science  and  tech- 
nology stocks.  The  group  accounted 
for  31%  of  the  fund  in  1964,  compared 
with  only  19%  now.  The  answer:  "Be- 
cause we  sold  so  many  of  them." 

Gone  from  the  portfolio  are  such 
names  as  Xerox,  Control  Data,  Litton, 
Hewlett-Packard,  Perkin-Elmer,  Itek, 
EG&G,  Sanders  Associates.  With  the 
exception  of  Control  Data,  most  were 
sold  at  the  best  possible  time — when 
they  were  going  up.  That's  why  New 
Horizons  did  so  well  on  the  most  re- 
cent Forbes  Mutual  Fund  Survey, 
ranking  "A"  in  up  markets  and  "C" 
in  down  markets.  Had  Harvey  held 
on  to  these  glamour  stocks,  New  Hor- 
izon would  have  ranked  "D ",  not  "C", 
in  down  markets. 

Harvey  is  a  bit  embarrassed  by  the 
sales,  because  he  concedes  that  the 
fund  had  planned  to  be  a  long-term 
investor  in  all  these  companies.  "Per- 
formance funds  made  it  impossible 
for  us  to  hold  on  to  these  stocks,"  says 
Harvey.  "We  buy  and  hold  stocks 
because  they're  an  investment.  But 
they  bought  them  not  as  investments, 
but  because  they  were  going  up.  They 
weren't  interested  in  whether  a  stock 
was  worth  what  they  were  paying  for 
it.  So  when  one  of  these  stocks  stops 
going  up,  look  out.  We  like  to  be 
completely  out  by  then. 

"We  hated  to  do  it,  but  we  elim- 
inated EG&G,  Sanders  Associates, 
Itek,"  says  he.  "Itek  was  a  good  ex- 
ample. I  started  selling  some  at  $100, 
more  at  $120,  $150,  $170,  and  then 
the  last  back  down  at  $100." 

These  eliminations  saved  him  de- 
clines of  55%,  68%  and  71%,  respec- 
tively. Did  he  foresee  the  problems 
that  later  appeared?  "No,"  Harvey 
laughs.  "Just  plain  dumb  luck  and 
the  fact  I  didn't  like  who  owned  the 
stock." 

Is  New  Horizons  buying  the  glam- 
our stocks  back,  now  that  the  market 
is  down?  No,  it  is  not.  Two  reasons. 
One  is  that  Harvey  suspects  that 
many  of  the  current  holders  are  dis- 
illusioned and  will  sell  like  mad  on 
the  next  rally;  he  doesn't  want  to  get 
trampled  in  the  rush.  The  other  is 
that  New  Horizons  is  committed  to 
finding  small  new  companies  and 
most  of  the  ones  it  sold  were  no 
longer  either  small  or  new. 

The    current    market    decline    has 
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Telegjrowtli 

BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 
Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH, Babson's  new  Telegraphic  Growth 
Portfolio  Service.  Dept.     F-286 

Name 


Street  &  No. 
Clty- 


-  State - 


-Zip_ 


'_^  ft! 
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BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center,  Oept.B 
Baltimore,  Md.  21201 


Addrtis . 


groWTH 


THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 


HOW  DO  YOUR  FUNDS 

COMPARE  WITH  GFG'S 

DYNAMIC  LIST? 

NO-LOADS  (No  Broker  Fee) 

BASIC  REFERENCE  DATA 

On  all  GFG  listed  funds. 

PORTFOLIOS 

In  2  Dynamic  Growth  categories. 

FUND  OF  THE  MONTH 

A  small  fund  that  shows  dynamic  potential. 

CHARTS 

On  at  least  36  funds.  High,  low  and 

closing  on  log  scale,  assets,  distributions  & 

inflow  of  capital-plus  transparent  indicies, 

comparators  and  %  ruler. 

DEVELOPING  FUNDS 

Listing  of  new  funds  and  follow-ups  on 
potential  GFG  supervised  listings. 

CURRENT  FUND  NEWS 
FUND  RATINGS 

Numerical  rating  revised  monthly. 

ROTATIONAL  FUND  UPGRADING 

24-PAGE  TRIAL  +  BONUS 
"NO-LOAD  VS.  LOAD" 

ALL  FOR  *1  (New  Subscribers  Only) 

Just  send  this  ad  and  $1  to: 

GROWTH  FUND  RESEARCH,  Inc. 

Dept.  F--,  P.O.  Box  2109 

Long  Beach,  Calif.  90801 

Subscription  cannot  be  assigned  without  your  consent. 


given  Harvey  another  problem.  Over 
half  the  65  companies  on  his  buy  list 
are  selling  below  his  buy  limit.  But 
the  fund  was  closed  to  new  subscribers 
back  in  1967  when  nearly  every  stock 
was  over  the  fund's  buy  limit  and 
Harvey  couldn't  handle  the  influx  of 
funds.  "I'd  like  to  have  more  money 
now,"  says  he.  But  before  opening 
the  fund  again,  his  board  will  weigh 
the  answer  to  the  following  questions: 
"Can  we  find  a  way  to  open  the  fund 
now  without  later  getting  hit  with 
another  surge  of  money  we  couldn't 
handle?  If  we  had  to  close  it  again, 
would  the  SEC  say,  'Come  on,  boys. 
Make  up  your  minds.'?" 

Back  to  the  Drawing  Board 

Life  has  been  nothing  but  disappoint- 
ments for  New  York  lawyer  Milton 
Mound  in  the  23  months  since,  with 
hopes  high,  he  started  First  Multi- 
fund  of  America,  a  mutual  fund  that 
invests  in  other  mutual  funds.  The 
fund's  net  assets  per  share  recently 
were  $9,725,  including  capital  gains 
distributions,  down  slightly  from  $9.85 
the  day  the  fund  opened. 

The  major  stock-market  decline  is 
only  part  of  the  story.  The  perform- 
ance funds  have  put  him  to  a  much 
tougher  test  than  he  ever  imagined. 

He  started  this  first  U.S.  fund  of 
funds  because,  he  says,  "there  are 
very  few  funds  that  consistently  can 
do  a  good  job  over  a  period  of  many 
years."  Mound  claimed  he  could  do  a 
better  job  for  a  fund  shareholder  by 
accumulating,  at  any  given  period, 
funds  that  currently  had  the  best 
prospects.  Last  year  this  led  him  into 
the  trap  laid  by  spectacular  short- 
term  performers  like  Hartwell  & 
Campbell,  Pennsylvania  Mutual,  Neu- 
wirth    Fund    and    Enterprise    Fund. 

"These  looked  most  attractive  in  a 
rising  market,"  he  says.  But  this  year's 
falling  market  obviously  called  for  a 
different  strategy.  Mound  began  trim- 
ming back  on  the  go-gos.  He  has 
now  put  the  bulk  of  his  shareholders' 
money  in  conservative,  established 
funds  like  T.  Rowe  Price  Growth, 
Windsor,  National  Investors  and 
Boston  Common  Stock.  The  only  one 
of  his  major  investments  remaining 
from  a  year  ago  is  Oppenheimer 
Fund.  "These  are  the  more  stable 
funds  that  are  not  likely  to  be  hurt 
in  the  kind  of  market  we're  anticipat- 
ing," he  says.  "They  won't  be  in  the 
Top  20  if  we  have  a  runaway  bull 
market;  but  we're  not  expecting  a 
runaway  bull  market.  In  essence,  you 
could  say  that  we're  going  back  to 
the  pros." 

But  Mr.  Mound,  maybe  you  should 
have  gone  with  the  pros  in  the  first 
place.  ■ 
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DIVIDEND 
NOTICE 


> 


PEN'N'ZpK 


*OTOR  Oil 


The  following  dividends  have 
been  declared: 

20^  per  share  on  the  Common 
Stock  of  the  Company  payable 
-September  15,  1969  to  stock- 
Holders  of  record  at  the  close  of 
business  on  August  29,  1969. 

33y3«!  per  share  on  the  $1.33x/3 
Cumulative  Preference  Common 
Stock  of  the  Company  payable  on 
October  1, 1969  to  stockholders  of 
record  at  the  close  of  business  on 
August  29,  1969. 

397i2<J  per  share  on  the  $1.58% 
Cumulative  Preference  Common 
Stock  of  the  Company  payable  on 
October  1, 1969  to  stockholders  of 
record  at  the  close  of  business  on 
August  29,  1969. 

R.  B.  Berryman 
Secretary 

August  12,1969 


PENNZOIL  UNITED 


900  Southwest  Tower 
Houston,  Texas  77002 


< 


WHEELS 


The  1969  Simmons  Study 
shows  that  61.5%  of 
FORBES'  readers  own  two 
or  more  cars. 

Among  all  57  publica- 
tions measured  in  this 
study,  FORBES  has  the 
top  concentration  of  these 
multi-car  households. 

FORBES  readers  don't  just 
own  American  business. 

They  run  it. 


Forbes:  capitalist  tool 
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GROWTH   REPORT 

Steadily  mounting  costs  of  labor  and 
materials  without  compensating 
price  relief  in  the  midst  of  a  major 
expansion  program  have  temporarily 
dampened  the  earnings  of  the  com- 
pany. Second  quarter  net  income  was 
$184,012,  or  $0.16  per  share  on 
sales  of  $13,526,818.  First  half  earn- 
ings were  $799,042,  or  $0.67  per 
share  on  sales  of  $27,650,709. 
This  compares  with  earnings  of 
$1,684,074,  or  $1.42  per  share,  on 
sales  of  $26,071,982  during  the  first 
half  of  1968. 

When  the  new  rod  and  bar  mill, 
the  major  component  of  the  com- 
pany's current  expansion  program, 
becomes  fully  productive,  it  should 
open  new  markets  and  afford  oper- 
ating economies  that  will  overcome 
the  rising  costs. 

DIVIDEND  NO.  212 

The  Board  of  Directors  of  Latrobe 
Steel  Company  has  declared  a  reg- 
ular quarterly  dividend  of  15  cents 
per  share  on  the  common  stock,  pay- 
able September  15,  1969  to  share- 
holders of  record  at  the  close  of  busi 
ness  August  28,  1969. 

July  24,  1969  G.  E.  McDonald 

Latrobe,  Pa.  Secretary 

588 
LATROBE 

The  Specialty  Steel  Company 


PHELPS 
*&  DODGE 

136th   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  quarterly  dividend 
of  Forty-seven  and  a  half  Cents 
(47Vi()  per  share  on  its  capital 
stock,  payable  September  10, 
1969  fo  stockholders  of  record 
August  22,  7969. 


R.  D. 

New  York,  N.  Y. 
July  30,  1969 


BARNHART, 
Treasurer. 


Forbes 


COSMOPOLITES 

According  to  the  1969  Simmons 
Study,  42.6%  of  FORBES'  readers 
took  a  foreign  trip  in  the  past  five 
years. 

This  is  the  highest  concentration 
of  foreign  travelers  shown  among 
all  57  publications  measured  in 
this  study. 

You  always  reach  the  people  who 
are  going  places  in  FORBES. 


Index  of  Advertisers—  SEPTEMBER  1,  1969 

J  Indicated  below  are  those  general  advertisers  who  will  make  additional 
information  or  annual  reports  available  to  Forbes  readers  as  stated  in  their 
advertisements  on  the  pages  noted. 
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Agency:  Leo  Burnett  Company,  Inc. 
THE   AMERICAN    APPRAISAL 
COMPANY    47 
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Agency:  Beeson  Reichert  Richard, 
Inc. 
□     MICHELIN    TIRE    CORPORATION    ...       11 
Agency:  George  P.  Clarke 
Advertising,   Inc. 
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SYSTEM 8 

Agency:  Cranford/Johnson  & 

Associates 
OVER-THE-COUNTER    SECURITIES 

REVIEW   71 

Agency:  Doremus  &  Company,  Inc. 
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Agency:  Austin  Kelley  Advertising, 
Inc. 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


Take  time  to  think  and  to  pinpoint 
what's  really  important  in  your  life. 
— Alexander  Reid  Martin 


Nothing  worthwhile  ever  happens 
quickly  and  easily.  You  achieve  only 
as  you  are  determined  to  achieve  .  .  . 
and  as  you  keep  at  it  until  you  have 
achieved.  — Robert  H.  Lauer 


If  you  have  built  castles  in  the  air, 
your  work  need  not  be  lost,  that  is 
where  they  should  be.  Now  put  foun- 
dations under  them. 

— Henry  David  Thoreau 


Imagination  is  more  important  than 
knowledge.  — Albert   Einstein 


Men  do  less  than  they  ought,  un- 
less they  do  all  that  they  can. 

— Thomas  Carlyle 


Oh  what  men  dare  do!  what  men 
may  do!  what  men  daily  do,  not 
knowing  what  they  dol 

— Shakespeare 


Nobody  succeeds  in  a  big  way  ex- 
cept by  risking  failure. 

— William  Feather 


We  do  not  have  to  acquire  hu- 
mility. There  is  humility  in  us — only 
we  humiliate  ourselves  before  false 
gods.  — Simone  Weil 


Lack  of  will  power  and  drive  cause 
more  failures  than  lack  of  intelligence 
and  ability.  — Harry  F.  Banks 


Only  aim  to  do  your  duty,  and 
mankind  will  give  you  credit  where 
you  fail.  — Thomas  Jefferson 


Life  is  a  romantic  business.  It  is 
painting  a  picture,  not  doing  a  sum — 
but  you  have  to  make  the  romance. 

— Oliver  Wendell  Holmes 


Great  men  are  more  distinguished 
by  range  and  extent  than  by  original- 
ity. — Ralph  Waldo  Emerson 


We  should  aim  rather  at  leveling 
down  our  desires  than  leveling  up 
our  means.  — Aristotle 


Thus  we  build  in  the  ice,  thus  we 
write  on  the  waves  of  the  sea;  the 
roaring  waves  pass  away,  the  ice 
melts,  and  away  goes  our  palace,  like 
our  thoughts.  — Johann  von  Herder 


B.  C.  FORBES 

Is  every  effort  YOU  put  forth 
part  of  a  large  life  scheme?  Does 
every  brick  you  lay  contribute 
to  the  building  of  a  structure 
whose  plans  you  keep  constantly 
in  your  mind's  eye?  Thank  heav- 
en, the  material  for  building  air 
castles  has  not  gone  up  in  price! 
And  the  man  or  woman — espe- 
cially the  young  man  or  woman 
— who  has  lost  the  ambition  and 
the  energy  to  build  one  is  in  a 
pitiable  state  indeed.  Consider 
the  end  from  the  beginning. 
That,  it  seems  to  me,  sums  up 
the  ichole  thing. 


So  much  one  man  can  do  that  does 
both  act  and  know. 

— Andrew  Marvell 


Perseverance   and   audacity   gener- 
ally win.  — Dorothee  Luzy 


Life  is   far  too  important   a   thing 
ever  to  talk  seriously  about. 

— Oscar  Wilde 


All  ambitions  are  lawful  except 
those  which  climb  upward  on  the 
miseries  or  credulities  of  mankind. 

— Joseph  Conrad 


The   fewer   the   desires,   the   more 
peace.  — Thomas  Wilson 


Ah,  but  a  man's  reach  should  ex- 
ceed his  grasp,  or  what's  heaven  for? 
— Robert  Browninc 


Where  ambition  ends  happiness  be- 
gins. — Hungarian  Proverb 


Humility  is  to  make  a  right  esti- 
mate of  one's  self. 

— Charles  Spurgeon 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  State,  from  3%  to  6%;  New 
York  City,  6%.) 


A  Text . . . 


Sent  in  by  Joseph  G.  Holty, 
Wayne,  111.  What's  your  fav- 
orite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders   of   texts   used. 


And  the  work  of  righteousness  shall 
be  peace;  and  the  effect  of  righteous- 
ness, quietness  and  assurance  for  ever. 
—Isaiah  32:17 
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an  and  ^wvDwnnna 


Why  on  earth  would  they  use  paper  to  help  launch  a  moon  shot? 


The  paper  is  used  in  this  327-foot  Apollo 
service  tower.  As  honeycomb  panel  cores. 
Laminated  to  aluminum  "skins". 

The  panels  form  the  enclosing  wall  of  the 
120-foot- wide  tower  base.  And  the  huge  hinged 
gates  which  open  and  envelop  the  rocket  dur- 
ing servicing. 

Why  paper  honeycomb?  Because  it's  incred- 

•1-1--       _i A  «       •  .  ...  


saved  in  the  32-story  structure  whose  weight 
can  flatten  the  railroad  wheels  below  when 
they  are  not  in  motion ! 

Union  Camp  honeycomb  has  hundreds  of 
other  uses — in  both  commercial  and  residen- 
tial cuiiMi-uction  Fveryrhing  from  floors  to 
walls  and  to  roofs. 

Even  the  sky  isn't  the  limit. 


w  _ ^    ..e..v.    ^.»»v.   6i«uk  \jiiivii   \^a.uip   v.urpuii 

gates  swing  easy.  And  precious  pounds  are        New  York,  N.Y.  10007 


Union  Camp 
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"To  many  executives,  this  free  book 
has  been  worth  $I000  a  page." 


By  James  M.  Jenks 


If  you  are  making  at  least  $12,000  a  year 
you  will,  almost  certainly,  earn  more 
in  the  normal  course  of  events.  As  your 
experience  grows,  you  can  expect  raises 
every  year  or  so,  in  proportion  to  what 
you  are  making  now. 

But  what  about  the  big  jump  to  the 
$20,000  or  $30,000  a  year  job?  Does  your 
present  job  logically  lead  to  such  a  salary0 
Or  is  it  limited  by  the  top  salary  of  your 
own  department0  If  so,  how  do  you  move 
up  into  broader  fields  where  the  rewards 
are  so  much  higher? 

A  remarkable  little  book,  "Forging 
Ahead  In  Business,"  has  the  answer.  It  de- 
scribes a  program  which  has  been  instru- 
mental in  the  business  advancement  of  a 
long  and  distinguished  list  of  this  coun- 
try's top  executives:  the  President  of  one 
of  the  world's  leading  tire  and  rubber  com- 
panies; the  Chairman  of  a  multi-million 
dollar,  internationally  known  aircraft  cor- 
poration; the  President  of  a  food  company 
whose  name  is  a  household  word. 

In  our  offices,  we  have  letters  from 
many  outstandingly  successful  executives 
like  these— men  who  have  reached  the  very 
top  of  the  business  ladder— affirming  the 
fact  that  this  32-page  book  can  indeed  be 
worth  "$1000  a  page." 

If  you  have  not  already  "settled"  for 
the  salary  you  are  making  now ...  if  you 
still  dream  and  desire  and  plan  for  your 
future,  "Forging  Ahead  In  Business,"  can 
be  of  inestimable  help  to  you.  Here  is  a 
brief  glimpse  of  what  you  will  find  in  this 
remarkable  little  book: 

•  Why  just  a  little  increase  in  your 
business  knowledge  can  lead  to  a  big 
increase  in  your  salary? 

•  What  is  the  stumbling  block  that  may 
be  keeping  you  from  getting  ahead  as 
fast  as  your  business  ability  warrants? 

•  What  is  the  quickest,  smoothest  path 
to  greater  earning  power? 

•  Should  you  wait  to  be  told  what  you 
must  do  to  qualify  for  promotion? 

•  What  is  the  secret  of  leisure  that  can 
be  used  to  increase  your  efficiency? 

•  What  business  principles  must  you 
master  to  move  smoothly  from  one  in- 
dustry to  another  in  order  to  escalate 
your  salary? 

•  Where  is  the  new  technology  leading 
business?  How  can  you  stay  abreast  of 
the  trend? 


James  M.  Jenks,  President  of  the  Alexander  Hamilton  Institute,  is  an 
outstanding  authority  on  all  phases  of  business  management  and  has 
written  numerous  magazine  articles  on  the  subject. 


•  Will  growing  automation  make  your 
job  obsolete?  How  can  you  protect 
ypurself? 

•  What  are  the  characteristics  chief  exec- 
utives of  companies— large  and  small- 
have  in  common? 

•  What  five  practical  steps  can  you  take 
now  that  will  help  you  the  most? 

These  are  just  a  few  of  the  provocative 
business  questions  "Forging  Ahead  In  Busi- 
ness" takes  up.  This  famous  booklet  is  de- 
signed to  help  you  evaluate  your  progress 
and  the  direction  in  which  you  are  going. 
More  important,  it  tells  you  specifically 
what  you  must  know  and  what  you  must 
do  if  you  are  to  reach  your  business  goals 
in  the  shortest  possible  time. 

Make  An  Important  Decision! 
Send  For  Your  Free  Booklet  Today! 

"Forging  Ahead  In  Business"  is  yours  on 
request.  There  is  no  charge  and  no  obliga- 
tion. It  is  offered  to  you  to  introduce  you 
to  one  of  the  most  complete  and  practical 
executive-training  programs  ever  devised. 
It  is  a  program  that  helps  you  attain 
success  by  exposing  you  to  success!  You 
have  a  chance  to  test  yourself  in  a  "top- 
management  job,"  and  see  how  you  meas- 
ure up.  You  familiarize  yourself  with  the 


problems,  the  decisions,  the  viewpoints  of 
such  a  job— and  see  if  you  can  cope  with 
the  problems  and  acquire  the  viewpoint. 

Your  successes  give  you  self-confidence. 
The  gaps  in  your  business  knowledge  are 
filled  in.  Then,  when  the  real  opportunity 
comes  along,  you  are  ready  to  "step  in 
and  take  over." 

But  the  first  step  is  to  send  for  your 
complimentary  copy  of  "Forging  Ahead  In 
Business."  Simply  fill  out  and  mail  the  cou- 
pon below.  The  booklet  will  be  mailed  to 
you  promptly. 

ALEXANDER  HAMILTON  INSTITUTE 
235  East  42nd  Street,  New  York,  N.  Y.  10017 


ALEXANDER  HAMILTON  INSTITUTE 
Dept.  A976;  235  E.  42nd  St.,N.  Y.,N.  Y.  10017 

Please  mail  me,  without  cost,  a  copy  of  the 
32-page  book  -  "FORGING  AHEAD  IN 
BUSINESS." 


Name- 


Firm 
Name- 


Business 
Address- 


Position- 


Home 
Address . 


Zip 
-Code- 


FORBES,  SEPTEMBER  15,  1969. 


Our  not-so-hot 
development  in 
vinyl 
upholstery. 

If  you've  ever  ridden  in  a  bus  or  a  car 
on  a  hot  summer  day,  you  know  how 
hot  and  sticky  vinyl  seats  can  get. 
That's  because  vinyl  upholstery  doesn't 
breathe. 

Now  B.F.Goodrich  has  come  up 
with  a  way  to  cool  it. 

We  knit  narrow  strips  of  vinyl  film 
around  nylon  yarn  to  create  an 
upholstery  material  that  breathes.  So 
moisture  evaporates  rapidly.  Result: 
A  cooler,  more  comfortable  seat. 

All  of  which  makes  our  new  Cool 
Knit™  a  refreshing  and  durable 
upholstery  idea  for  patio  furniture,  car, 
bus,  school  and  theatre  seats — for  any 
seat  where  heat  or  rapid  wear  are 
problems. 

Cool  Knit  is  a  direct  descendant  of 
the  granddaddy  of  all  vinyl  upholsteries, 
B.F.Goodrich  Koroseal®.  So  is  Eversoft™, 
another  new  fabric  we've  developed 
to  combat  hair  and  body  oils  without 
cracking,  splitting  or  becoming  brittle. 

Today,  millions  of  people  are  sitting 
pretty  on  vinyl  upholstery  developed  by 
B.F.Goodrich. 

But  then,  new  and  better  ideas  are 
what  you'd  expect  from  the  world's 
largest  producer  of  vinyl. 


B.EGoodrich 


We've  cooled  it. 
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All  our  bankers  aren't  bankers,  anymore. 


Some  are  professional  factors,  some  experts  in 
leasing,  mergers  and  acquisitions,  financial  coun- 
seling or  real  estate.  We  look  at  it  this  way: 

A  multi-billion  dollar  bank  such  as  ours  simply 
can't  afford  to  sit  back  comfortably  on  its  padded 
leather  armchair  and  merely  make  conventional 
loans  to  existing  customers. 

Not  when  customers  have  to  look  elsewhere  for 
help  with  more  specialized  financial  transactions. 


And  not  when,  with  a  little  effort,  we  could 
provide  that  help  ourselves. 

At  First  Pennsylvania  Bank,  we're  not  content 
to  hand  our  customers  half  an  apple. 

That's  why  we've  gone  out  and  hired  estab- 
lished experts  in  financial  areas  closely  related  to 
banking. 

And  that's  why,  when  you  do  business  with  us, 
you  may  end  up  not  doing  business  with  a  banker. 

First  Pennsylvania  Bank 

The  First  Pennsylvania  Banking  and  Trust  Company 
15th  and  Chestnut  Sts.,  Philadelphia,  Pa.  19101 
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When  it  comes  to  growth,  we  go  to  extremes. 


From  the  giant  Boeing  747  that  will  carry  up  to  400 
passengers.  To  its  somewhat  smaller  companion  that 
carries  six— the  Ted  Smith  Aerostar. 
We're  on  both  of  them.  On  the  747,  with  $170,000  in 
standard  flight  systems  and  as  much  as  $105,000  in 
optional  avionics  equipment.  On  the  Aerostar,  with  six 
Bendix  Trophy  Line  avionics  systems  that  will  impress 
you  with  how  little  they  cost. 

And  we're  on  just  about  everything  in  between.  On 
planes  of  every  size  and  type— jet,  prop  and  helicopter. 
In  every  segment  of  aviation— commercial,  military, 
business  and  pleasure. 


Small  wonder  that  our  commercial  aviation  sales  have 
more  than  tripled  in  the  last  five  years.  Small  wonder 
that  Bendix  scored  record  sales  and  earnings  for  the 
first  three  quarters  of  fiscal  '69.  And  morethan  doubled 
commercial/industrial  sales  in  the  past  five  years— to 
a  current  all-time  high  of  54%  of  total  sales. 
Small  wonder  we  call  ourselves: 
A  multi-industry  corporation  committed  to  worldwide 
growth  through  technology. 

If  you're  not  as  up-to-date  on  Bendix  as  you'd  like  to 
be,  write:  The  Bendix  Corporation,  Investor  Relations 
Office,  Bendix  Center,  Southfield,  Michigan  48075. 


Bendix 


Science  working  for  people. 


Itk  not  what 

we  rent. 

It's  what  we 

are. 


Since  1923,  we  at  Hertz  have  been  watching 
the  man  on  the  road.  The  traveling 
businessman,  the  once-a-year  vacationer. 

We've  seen  the  sophisticated  as  well 
as  the  innocent. 

From  what  we've  seen  has  come  an 
awareness  of  what  traveling  is  like.  Of  what 
it's  like  to  be  a  stranger  in  town.  Of  what 
it's  like  to  be  without  a  hotel  room.  Perhaps 
to  be  lost.  Or  not  have  the  vaguest  idea 
where  to  get  a  decent  meal. 

We  at  Hertz  have  taught  every 
one  of  our  people  to  know  what  it's 
like.  So  when  you  come  to  the  counter 
they  would  know  enough  and  feel 


Hertz 


enough  to  give  you  more  than  a  glib  smile. 

In  short,  we've  taught  them  to 
help.  In  any  way  they  can.  And  as  a  company, 
we've  given  them  the  tools  to  help  in 
many  ways  they  wouldn't  normally  be  able 
to  help. 

Of  course,  we've  also  given  our 
people  a  fleet  of  well-maintained  Fords  and 
other  good  cars  to  rent  to  you.  So  you  get 
a  car  that  doesn't  add  to  your  problems. 
Keeping  all  this  in  mind,  you  become 
aware  of  the  basic  difference 
betwean  us  and  the  other  rent  a  car 
companies.  They  rent  you  a  car. 
We  rent  you  a  company. 


\bu  don't  just  rent  a  car.\bu  rent  a  company. 


©HERTZ  SYSTEM,  INC.,  1969 
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Side  Lines 


Executive  on  a  Motocycle 

We  CAN  well  imagine  the  outcry  from  stockholders  if  the  president  of  a 
publicly  owned  company  went  whipping  around  the  country  on  a  motor- 
cycle, and  then,  to  top  it  off,  got  so  entranced  with  the  sport  that  he 
decided  to  invest  corporate  money  in  it.  Well,  Forbes'  president,  Malcolm 
Forbes,  both  whips  around  on  and  commits  money  to  motorcycles. 
Only  the  stockholders  aren't  crying  out.  For  this  is  a  private  company 
and  the  motorcyclist  owns  it. 

As  the  picture  below  indicates,  there  are  days  when  Malcolm  Forbes 
scrambles  aboard  his  mo- 
torcycle for  a  spin  through      ^^^^^^^..^        *^  s*a*. 
the  countryside  around  his                            i^rf^Tl^^    "^P^     iff* 
Far  Hills,  N.J.  home.  The 
snapshot  was  taken  along 
the      highway      between 
Montreal  and  Quebec  only 
moments     before     Forbes 
took    a    painful    but    non- 
lethal    spill    on    the   grass\ 
roadside. 

Some  men's  hobbies  are 
just  that,  hobbies.  Mal- 
colm Forbes'  hobbies  are 
corporate  diversification. 
We'll   let   hiin  explain: 

"For  almost  two  years 
my  family  and  I  tried  to 
persuade  a  young  man  who  drives  for  Forbes  not  to  buy  a  motorcycle. 
We  were  afraid  he'd  get  maimed,  if  not  killed.  We  had  the  same  premise 
about  motorcycles  and  danger  that  so  many  others  held.  Then  two  years 
ago  on  a  sizable  wilderness  ranch  my  sons  and  I  tried  trail-biking  and 
we  loved  it  (Forbes,  Sept.  15,  1968,  p.  18). 

"Then  we  got  interested  in  bigger  motorcycles  on  the  home  front.  One 
motorcycle  led  to  another  and  in  a  family  of  our  size  [five  children]  it 
seemed  we  were  almost  in  the  business  without  the  benefits  of  a  whole- 
sale price.  The  upshot  was  that  last  spring  Forbes  Inc.  formed  a  sub- 
sidiary jointly  with  one  of  the  largest  motorcycle  dealers  in  the  East,  and 
one  of  the  greatest  gentlemen  in  the  motorcycle  business — Hank  Siegers." 

Hank  Siegers,  born  in  the  U.S.  but  raised  in  Belgium,  started  selling 
and  servicing  motorcycles  15  years  ago.  His  company,  now  known  as 
Siegers-Forbes  Motorcycles,  Inc.,  of  Whippany,  N.J.,  is  a  franchised 
outlet  for  such  important  motorcycle  makers  as  BMW,  BSA,  Honda  and 
Triumph.  Hank  Siegers  wanted  to  expand  his  business,  but  like  many 
small  businessmen,  he  was  short  of  capital.  "We  expect  to  double  our 
volume  of  business  in  both  sales  and  service  in  the  not-too-distant  future," 
he  says.  That  suited  Malcolm  Forbes'  interest  in  motorcycles  and  di- 
versification. There  was  no  problem  in  securing  stockholder  approval 
for  the  deal. 

Of  his  hobby — and  his  company's  diversification — Malcolm  Forbes 
says:  "It's  fun  and  exciting.  I've  got  the  bug  now." 

Apparently  his  enthusiasm  is  catching.  After  a  recent  lunch  with 
Malcolm  at  Forbes  headquarters,  President  William  H.  Wendel  of  the 
Carborundum  Co.  went  out  and  did  "something  I  would  have  thought 
incredible.  I  bought  a  motorcycle."  ■ 


With  us,  the  differeno 


Gotcha  Mousetraps.Ltd . 


SURJl-CT:   Demonstration  of  new  XM  226  mousetrap 
TO:   Branch  Office  Managers 


There  will  he  a  demonstration  of  our  new  XM-226  mousetrap  in  my  office  at 
10  A.M.,  Oecemher  1st. 


Ltd. 


.td. 


office  at 


Our  R6D  boys  consider  the  XM-226  to  he  the  "ultimate  weapon".  So  it  should     go  \x   should 
be  an  exciting  show  for  all  us  mouse- fighters. 


Since  the  XM-226  will  be  the  big-profit  item  in  our  product  line,  I  expect 
you  all  to  make  every  effort  to  attend  this  demonstration. 


1.1 


expect 


x& 


DARRYL  RRIDSON 
Brand  Manager 
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X6KOX  CORPORATION,  ROCHESTER,  NEW  YORK  14603.  OVERSEAS;  SUBSIDIARIES  THROUGHOUT  LATIN  AMERICA;  ANO  IN  ASSOCIATION  WITH  RANK  ORGANISATION  LTD.,  RANK  XEROX  LTD.,  LONDON; 
ANO  THROUGH  RANK  XEROX  LTD.,  t UJI  XEROX  CO.,  LTO.,  TOKYO.  XEROX  IS  A  REGISTERED  TRADEMARK  OF  XEROX  CORPORATION. 
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To  tell  the  truth,  the  consistent 
quality  of  a  Xerox  machine 
surprises  first-time  users. 

After  all,  they've  always  heard  how 
in  any  batch  of  copies  there 
may  be  some  bad  ones. 

In  the  first  copy,  for  example,  the 
letter  "c"  suddenly  becomes  an"o". 

Maybe  the  next  copy  appears 
sporting  a  Bermuda-like  tan. 

And  from  the  ninth  copy  on, 
they  feature  an  eyeball-busting 
combination  of  both. 

So  what  happens  is  (1)  theVIP's 
>n  the  routing  list  receive  the 
jst  copies  and  the  lesser  lights 
squint  over  the  rest.  Or  (2)  the 
•operator  simply  discards  the  duds, 
uses  more  paper  and  tries  again. 

Well,  this  does  happen. 
But  not  on  Xerox  machines. 

They  turn  out  copies  just  as  sharp 
as  the  original.  From  the  very 
first  copy  to  the  very  last.  Clean, 
crisp  copies  on  ordinary, 
unsensitized  paper. 

When  you  run  off  copies  on  a 
<erox  machine,  don't  be  surprised 
/hen  they  all  look  the  same. 

That's  the  difference. 


XEROX 


San  Antonio's 
'100  Million 
'Medical  City' 


America's  13th  largest  city  is  on 
the  threshold  of  becoming  one 
of  the  world's  largest  medical 
centers. 

The  emerging  683-acre  South 
Texas  Medical  Center  will  encom- 
pass a  $100  million  'medical  city' 
.  .  .  employing  more  than  10,000 
people.  This  spectacular  complex 
includes  the  University  of  Texas 
Medical,  Dental  and  Nursing 
Schools,  a  Teaching  Hospital, 
America's  first  nuclear-age  hospi- 
tal and  virtually  every  conceivable 
kind  of  medical  facility  and  school. 
The  $24  million,  760  bed  Veterans 
Administration  Hospital  is  in  the 
final  planning  stage. 

In  the  early  1970's,  San  Antonio 
will  have  a  total  hospital  complex 
value  of  one-quarter  billion  dollars 
. .  .  and  its  burgeoning  population 
(now  in  excess  of  800,000)  will 
have  12,000  hospital  beds. 

San  Antonio  offers  a  "healthy" 
market  for  your  science-oriented 
industry. 


feWUe 


Write  for  San  Antonio  Plant  Location 
Facts  on  your  letterhead  in  confidence 
to:  0.  W.  Sommers,  General  Manager 

Cow  Pmm  SwoGE  Bgmkd 

■■^■H  ELECTRICITY  AND  NATURAL  OAS  WMM 

'Pertners  with  Ym  for  Better  Business' 

BAN  ANTONIO.  TEXAS  78300 
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Watch  out  for  Camels 

Those  who  chafe  at  the  frequent 
delays  in  completing  sections  of 
the  U.S.  interstate  highway  system 
might  reflect  on  the  problems 
faced  by  the  builders  of  the 
34,000-mile  Asian  Highway  Sys- 
tem. While  the  main  route  from 
Bazargan  (on  the  Turkish-Iranian 
border)  to  Singapore  promises  to 
be  open  by  1970,  that  doesn't 
mean  a  six-lane  superhighway.  The 
Asian  system  is  making  a  truck 
and  bus  route  out  of  early  hading 
trails,  and  incorporates  many  of 
the  Roman-era  caravan  routes  es- 
tablished in  the  Third  to  Fifth 
Centuries  A.D.  Passing  through 
nine  nations,  the  main  route  had  to 
make  special  allowances  in  Pak- 
istan: On  the  approaches  to  the 
Khyber  Pass,  there  is  a  special 
track  reserved  for  camels. 


BUSINESS 


After  Camille 

Despite  Hurricane  Camille  and  its 
estimated  $500  million  in  insured 
losses,  the  long-depressed  casualty 
insurance  industry  may  be  in  for 
better  days.  "The  hurricane  will 
hurt  this  year's  earnings,"  says 
First  Manhattan  Corp.  insurance 
analyst  Donald  Kramer,  "but  it's 
not  a  disaster  like  this  that  hurts 
the  industry.  What's  really  been 
hurting  are  rates  that  produce  un- 
derwriting losses  in  normal  years. 
Now  the  states  are  slowly  begin- 
ning to  allow  rates  that  will  give 
the  companies  a  profit." 

Health   Spa 

The  safest  port  in  the  current 
stock-market  storm?  Health  stocks. 
At  recent  prices,  only  15  stocks 
listed  on  the  New  York  Stock  Ex- 
change were  within  6%  of  their 
1960-69  highs.  Seven  of  these 
stocks  were  in  the  health  industry: 
Squibb  Beech-Nut,  Schering,  Miles 
Laboratories,  Merck,  Kendall,  C.  R. 
Bard  and  Becton,  Dickinson  &  Co. 

Sweef  Divestiture 

Cities  Service  is  making  the 
government-forced  divestiture  of 
its     Atlantic     Richfield     stock     as 


sweet  as  possible.  Its  offer  to  ex- 
change about  half  (2,370,000)  of 
its  AR  shares  for  4,740,000  Cities 
Service  shares  will,  if  completed, 
accomplish  two  things:  1)  dives- 
titure without  capital  gains  taxes 
(sales  of  this  much  AR  stock  at 
recent" prices  would  have  incurred 
taxes  on  a  capital  gain  of  about  $260 
million);  and  2)  an  increase  in  its 
own  per-share  earnings  by  reduc- 
ing by  some  15%  the  number  of 
Cities  Service  shares  outstanding. 
Cities  could  go  further  down  the 
same  road  by  making  a  similar 
exchange  offer  for  its  remaining 
2  million  AR  shares  (excluding 
500,000  subject  to  warrants).  Pro 
forma,  this  would  have  lifted  1968 
earnings  to  about  $4.94  per  share 
vs.  the  reported  $3.81. 

Mystery 

Veteran  Marketer  Procter  & 
Gamble  generally  lets  the  con- 
sumer decide  how  much  the  com- 
pany advertises:  As  long  as  sales 
go  up,  so  does  ad  spending.  But 
something  happened  in  1968. 
Advertising  Age's  authoritative  an- 
nual survey  estimates  that  P&G's 
ad  costs  dropped  4%  last  year  to 

(Continued  on  page  14) 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 
MAILING  LABEL 
.   HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 


L_. 
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Our  Move. 


KJniversity  Computing  Company  made  its  first  move  in 
1 1963  with  a  computer,  an  ambition,  and  a  certainty  that 
I  the  most  widespread  way  to  use  computers  would  one 
Iday  be  to  use  someone  else's. 

So  the  letters  UCC  came  to  mean  the  nationwide 

computer  utility  network,  through  which  customers  al- 

'most  anywhere  could  have  massive  computing  power, 

without  owning  it,  as  readily  as  turning  on  the  lights. 

But  to  stay  up  with  the  pace  of  the  use  of  computers 

\ required  going  even  farther  rather  fast,  to  more  than 

jsixty  locations  in  seventeen  countries. 

So  the  letters  UCC  came  to  mean  the  multi-national 
computing  services  company,  through  which  customers 
almost  anywhere  could  have  the  same  computing  re- 
source in  one  country  as  in  another. 

And  to  be  the  source  of  computing  services  for  hun- 
dreds of  customers  in  scores  of  places  and  dozens  of 
industries  required  building  many  distinct  abilities  — 
engineering,    programming,    manufacturing,    leasing, 

Principal 
Principal  Subsidiaries: 


maintenance,  communications  —  to  remain  a  leader  in 
technology's  two  most  rewarding  fields,  innovation  and 
inventiveness. 

So  the  letters  UCC  came  to  mean  the  multi-function 
computing  services  company,  through  which  customers 
almost  anywhere  could  have  the  right  mixture  of  prod- 
ucts and  programs  and  people,  tailormade  to  get  the 
most  out  of  computing. 

Now  our  move  is  to  the  Big  Board.  Beginning  with 
September,  the  newest  worldwide  identity  for  University 
Computing  Company  is  our  New  York  Stock  Exchange 
ticker  symbol  —  UCX. 


UCC 


UNIVERSITY  COMPUTING  COMPANY 

Corporate  Offices:  1300  Frito-Lay  Tower  /  Dallas,  Texas  75235  /  (214)  350-1211 

Divisions:  Computer  Utility  Network  /  Data  Link  Division  /Applied  Science  Group 

UCC  International,  Inc.  /  Computer  Industries,  Inc.  /  Computer  Leasing  Company 

Microwave  Transmission  Corporation  /  UCC  Financial  Corporation 


56,000-sq.-ft.  PLANT 

Ready  for  immediate  occupancy 
in  Northeast  Pennsylvania 


FOR  SALE  OR  LEASE 


If  you're  looking  for  a  ready-made  plant  in  a  suburban 
location  with  quick-access  to  the  Eastern  Megalopolis, 
this  building  offers  key  advantages. 

It's  situated  in  an  attractive  industrial  park,,  served  by 
Interstate  80  and  81  and  the  Northeast  Extension  of  the 
Pennsylvania  Turnpike.  The  plant  is  on  a  12.5-acre  plot 
and  includes: 


•  complete  air  conditioning 

•  dust  collecting  system 

•  sprinkler  system 

•  compressed  air  piping 


•  9500  gallons  of  hot  water 
per  hour  capacity  system 

•  both  public  water  supply 
and  250  gph  deep  well 

•  12-kv  electric  service 


So  just  about  all  you  have  to  do  is  move  in. 

For  the  full  story  on  this  available  plant  and  an  area 
offering  quality  industrial  growth,  mail  the  coupon.  No 
obligation,  of  course. 


ii  m  in  jto 


.  Donald  N.  Stocker,  Mgr.,  Area  Development 
•   PENNSYLVANIA  POWER  &  LIGHT  COMPANY 
1  901  Hamilton  Street 
|  Allentown,  Pennsylvania  18101 

Please  send  details  on  the  above  56,000-sq.-ft.  building, 
and  the  area  where  it  is  located. 

|    Name 

FB2 

j    Company 

|    Address                                                                                                                      Phone 

'   City                                                                                              State                                  7ip  C.nrtP 

Trends 

&  Tangents 

(Continued  from  page  12) 

$270  million,  the  first  dip  since 
the  survey  began  in  1955,  despite 
a  6%  sales  gain.  What  happened? 
Typically,  P&G  would  not  even 
confirm  the  chop,  let  alone  explain 
it.  All  a  company  spokesman 
would  say  is  that  P&G  is  still 
strongly  committed  to  television, 
although  all  of  last  year's  $10-mil- 
lion  drop  was  in  TV.  However, 
P&G  remained  by  far  the  biggest 
U.S.  advertiser  in  1968,  26%  above 
No.  Two  General  Motors. 

Ultimate  Compliment 

When  Iowa  Beef  Packers  soared 
to  prominence  in  the  laggard 
meatpacking  industry  by  locating 
highly  mechanized  plants  in  the 
midst  of  the  beef-feeding  country, 
it  was  bound  to  produce  imitators. 
One  of  the  first  was  Omaha  live- 
stock dealer  Frank  R.  West,  whose 
American  Beef  Packers  began 
slaughtering  in  1967.  Success  was 
immediate:  American  Beef  already 
boasts  $244-million  sales  and  a  31% 
return  on  equity  (vs.  Iowa  Beef's 
23? ) .  But  American's  stock  also 
imitated  Iowa  Beef's  lately,  by 
dropping  39%  vs.  Iowa  Beef's  56%. 

Going  Under 

Oil  companies  long  have  used 
surface  exploration  vessels;  one  day 
soon  they  may  be  getting  into  sub- 
marines too.  Marine  Resources 
Consultants,  Inc.  of  Santa  Monica 
has  bought  three  decommissioned 
subs  from  the  Swedish  government 
and  intends  to  refit  them  for  ex- 
ploration of  the  Arctic  Ocean  for 
oil.  The  subs  will  operate  under  the 
polar  ice,  making  seismic  readings. 
MRC,  which  hopes  to  contract  the 
subs  on  a  turnkey  basis,  sees  two 
advantages:  The  subs  can  operate 
year-round,  and  their  sensitive  in- 
struments can  make  better  readings 
when  not  competing  with  the  ice- 
breaking  equipment  of  surface  ships. 

Mighty  Appetite 

Restaurant  chains  still  only  make 
up  3%  of  all  separate  eating  places 
in  the  country,  according  to  a  Bank 
of  America  study,  but  their  appetite 
is  stupendous.  Last  year,  chains 
having  11  restaurants  or  more 
bought  over  25%  of  all  goods  sold 
to  commercial  restaurants.  As  more 
chains  appear,  the  bank  predicts 
they  will  reach  50%  by  1975.  ■ 
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Before  you  invest  money  in  any  business, 
check  the  difference  r^-^Hi 


check  the  difference 
between  Duraclean  and 
other  franchise  opportunities 


"P& 


^>>* 


»r>^^ 


FORD  MARSH 


As  you  may  know,  the  cost  of  starting  some  franchise  business  is 
sometimes  as  much  as  $50,000.  We  show  you  how  to  start  a  business 
of  your  own  with  an  investment  of  less  than  $1000.  And  we  finance 
almost  three-fourths  of  total  cost!  Unlike  some  franchise  businesses 
requiring  real  estate  and  buildings,  our  kind  of  home  service 
business  is  so  flexible  you  can  start  with  your  home  as  your  office 
and  your  own  car  for  transportation.  You  can  start  as  a  one-man 
concern;  as  a  partnership;  or  as  a  multi-crew  operation.  No  "loca- 
tion" problems;  no  investment  in  real  estate;  no  rent;  no  taxes;  no 
hidden  costs  to  cause  financial  disaster.  What  kind  of  business  is  it 
that  offers  so  much  at  a  cost  so  small?  Our  Free  Book  explains 
everything.  Send  for  your  copy  and  see  for  yourself.  Discover  the 
way  to  independence  in  a  business  of  your  own  in  one  of  America's 
fastest  growing  service  industries. 


24  PAGES 

More  than  50  Pictures 
Charts  and  Photographs 
Mail  Coupon  for  Your 

FREE  COPY 


In  the  past,  many  men  have  started  in  business  for 
themselves — only  to  see  their  ventures  fail.  Some 
entered  businesses  already  on  the  decline.  Some  en- 
tered businesses  already  overcrowded.  Some  picked 
locations  that  foredoomed  them  to  failure.  Others 
failed  because  they  had  no  experience  in  business. 

Today,  all  that  has  been  changed  by  reputable 
Franchising  firms.  A  Franchise  business  is  one  that 
has  been  tried,  tested,  and  proved  by  the  parent 
company.  Ours  is  one  that  has  been  shown  to  have 
an  enormous  and  a  growing  market.  It  is  a  business 
that  has  been  brought  to  a  high  level  of  success  by 
many  other  men.  The  kinks  have  been  eliminated. 
The  methods  and  plans  that  lead  to  success  have 
been  clearly  charted.  When  an  ambitious  man  is 
given  the  equipment  and  training  he  needs,  and  fol- 
lows our  plans,  success  is  the  logical  result. 

A  small  dealer  just  starting  and  doing  his  own 
service  should  gross  $180  profit  from  20  hours  service 
in  a  week.  If  he  uses  30%  for  advertising,  etc.,  he 
nets  a  clear  $125.  If  he  services  40  hours,  net  profit 
is  $250. 

With  only  two  men  working  for  him  a  35  hour 
week  brings  the  owner  $420  gross  profit.  Allowing 
20%  for  advertising,  etc.  (since  he  has  time  to  sell), 
he  clears  $336,  without  doing  any  service  work 
himself. 

What  is  this  business?  It's  one  of  the  fastest  grow- 
ing businesses  in  America  today.  It  includes  six 
different  services  that  you  perform  for  the  housewife 
right  in  her  home.  Or,  for  the  businessman,  in  his 
place  of  business.  No  office  or  shop  is  needed.  In  fact, 
if  you  have  a  telephone  at  home  and  a  car  with  space 
in  the  trunk — you  have  everything  you  need  except 
the  things  we  furnish.  Your  business  comes  to  you  on 
the  telephone  and  in  personal  calls  following  up 
leads  generated  by  National  Advertising  and  by 
your  own  local  Direct  Mail  Plan  which  we  furnish. 
You  quote  your  prices  to  the  prospect,  do  the  job, 
or  have  one  of  your  men  do  it,  and  collect  the  money. 

What  are  these  services?  The  first  and  most  im- 
portant is  the  cleaning  of  carpets,  rugs,  and  uphol- 
stered furniture  by  a  revolutionary  modern  process 
known  as  the  "Absorption  Method."  The  work  is 
done  right  on  the  customer's  premises.  No  scrubbing 
with  harsh  motor-driven  rotary  brushes.  No  soaking 
with  gallons  of  water.  An  Aerated  Foam  loosens  the 
greasy,  atmospheric  dirt  and  holds  it  in  suspension 
until  it  is  removed.  A  test  conducted  by  an  impartial 
laboratory  showed  that  the  new  Absorption  Method 
in  the  home  removed  more  than  twice  as  much  dirt 


as  was  removed  by  the  old  fashioned  machine  scrub- 
bing method. 

Five  other  services  add  to  your  income.  (1)  With 
portable  power  equipment  you  spray  furniture  and 
carpets  with  a  product  that  retards  soiling.  (2)  You 
remove  stubborn  spots  like  magic.  (3)  You  spray 
another  liquid  to  make  fabrics  flame  resistant.  (4) 
You  mend  small  damages  such  as  cigarette  burns  and 
moth  holes,  often  saving  the  owner  the  price  of  new 
furnishings.  (5)  And  finally,  you  deep  spray  fabrics 
with  a  liquid  which  protects  against  moths  and  which 
is  guaranteed  by  the  company  for  six  years. 

As  owner  of  this  business,  you  have  the  oppor- 
tunity to  make  as  much  profit  as  you  might  make 
from  a  business  requiring  ten  to  twenty  times  more 
investment.  Also,  you  are  building  a  business  with 
a  cash  value.  When  an  arm  injury  made  it  necessary 
for  Al  Svitak  to  sell  after  operating  his  dealership 
only  17  months,  he  sold  to  a  prospect  supplied  by 
Duraclean  at  a  price  well  above  his  original  invest- 
ment. G.  F.  Monroe  sold  his  Texas  Dealership  after 
12  months  for  ten  times  his  cost.  Leo  Lubel,  after 
30  months,  sold  for  $7,116  over  cost.  When  our 
specialists  want  to  sell,  we  help  them  find  buyers. 

It's  all  explained  in  this  free  book.  Pictures  and 
descriptions  show  you  how  the  work  is  done;  how  to 
start  a  "one  man"  business  without  giving  up  your 
present  job;  how  to  operate  as  manager  of  a  crew 
and  build  big  volume  through  plans  we  furnish. 

If  you  have  a  real  yearning  for  independence  in  a 
business  of  your  own,  send  for  this  book.  If  you  have 
thought  that  starting  your  own  business  would  be 
difficult  or  expensive, 
or  risky,  this  book  will 
open  your  eyes.  With 
our  plan  it  is  easier 
than  ever  for  you  to 
become  master  of  your 
own  destiny  in  a  busi- 
ness owned  by  you. 


OPPORTUNITIES  TO  FIT 
YOUR  OWN  AMBITIONS 


The  Duraclean  Franchise  Is  so 
flexible  that  It  can  be  fitted  to  your 
own  ambitions.  As  a  one  man  busi- 
ness and  based  on  the  rates  In  our 
National  Price  Guide  you  can  make 
a  net  proflt  of  $250  for  40  hours  of 
servicing. 

Ward  Whitbeck  wrote  "/  have 
made  as  m  uch  as  $226  in  one  day." 

L.  I.awson  says:  "In  September, 
working  alone.  Jobs  totaled  $1,476." 

L.   Canaday   wrote:  SI, 571  in  a 

single  month." 

If  you  wish,  you  can  operate  as 
the  head  of  a  multi-crew  business 
with  others  doing  the  service  work. 

This  Increases  the  profit  oppor- 
tunity as  the  owner  of  a  business 
(doing  no  service  work  himself) 
can  make  as  much  as  $6.00  an  hour 
gross  proflt  on  every  hour  each  em- 
ployee works.  Even  after  paying 
employees  a  good  hourly  wage,  the 
owner.  In  one  week,  can  clear  a 
net  prollt  of  S336  a  week  for  him- 
self If  only  two  men  on  his  stafT 
work  35  hours  a  week. 

So,  no  matter  at  what  level  you 
have  set  your  sights,  here  Is  a 
Franchise  that  is  worth  careful 
Investigation.  Send  your  name  now 
for  the  Free  Book  that  tells  all 
angles  of  the  business. 


There  is  no  obliga- 
tion, no  charge.  No 
salesman  to  high  pres- 
sure you.  Send  for  this 
book  now.  Read  it. 
Then  decide  if  you 
want  to  take  the  next 
step  toward  personal 
independence  and  fi- 
nancial security. 


Send  name  for  fRBB  BOOK 

i 1 

|  Ford  Marsh,  President 

|   9-J89  Duraclean  Bldg.,  Deerfield,  III.  60015 

I  Dear  Mr.  Marsh:  Please  mail  a  copy  of  your  Free  Book  telling 
j  how  I  can  get  a  Duraclean  Franchise  started  in  spare  time  with- 
J  out  giving  up  my  present  income,  or  start  at  once  in  full  time;  how 
I   I  can  build  a  highly  profitable  one-man  business  or  a  multi-crew 

I   operation.  No  charge.  No  obligation.  And,  no  salesman  is  to  call 
on  me.  After  reading  your  book  I  will  let  you  know  my  decision. 


Name_ 


Address. 


FORD  MARSH,  President:   9-J89  Duraclean  Bldg.,  Deerfield,  Illinois  60015       |_ 
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His  highway  safety  record 


is  no  accident. 

Motor  freight  carriers  demand  safety,  and  they 
work  at  it.  Hard. 

Result  .  .  .  the  American  truck  driver  owns  the 
world's  safest  driving  reputation. 

The  over-the-road  driver  gives  his  rig  as  thor- 
ough an  inspection  as  an  airline  pre  flight  check. 

He  drives  defensively  .  .  .  alert  to  the  driving 

errors  of  others,  watchful  for  quick  changes  in 

road  conditions,  traffic,  and  weather.  Uppermost 

in  his  mind:  a  safety  margin,  an  escape  route  at 

all  times. 

And  he  is  courteous.  Quick  to  give  other  drivers, 

like  you,  the  breaks  he  might  like  himself. 

/^tffW        You  can  learn  a  lot  about  highway 

/-1-MtflL.  safety  from  the  American  truck  driver. 

\tOUNOATlON   |/fl»  ~ 

He  s  a  pro. 


AMERICAN   TRUCKING    INDUSTRY 
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The  "good  hands"  people  of  Allstate  Insurance  Companies  |j4£_ 
urge  you  to  drive  like  a  truck  driver .  .  .  defensively! 
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North  American  Philips9 

shaver  becomes 

the  biggest  seller  in  the  U.S. 


It's  the  Norelco®  Tripleheader.  Last 
year,  more  Americans  bought  Norelco 
men's  shavers  than  any  other  brand. 

It's  not  hard  to  see  why.  Norelco 
shavers  are  the  only  ones  in  the  U.S.  that 
shear  whiskers  off  with  a  continuous  rotary 
action,  instead  of  chopping  them  off  with  a 
vibrating  back-and-forth  motion.  The  Triple- 
header  has  'floating'  cutting  heads  that  give 
a  little  to  follow  the  curves  of  your  face. 
And,  perhaps  most  extraordinary  of  all,  the 
shaving  cutters  actually  sharpen  themselves  while  you 
shave!    Independent   lab  tests   prove  that  the   Norelco 
shaves  as  well  as  or  better  than  a  stainless  steel  blade 
for  two  out  of  three  men. 

A  remarkable  machine.  And  now  that  it's  the 
leader  in  its  field,  it's  easy  to  understand  our  enthusiasm 
for  Norelco  shavers.  But  cause  for  enthusiasm  was  less 
obvious  when  we  sold  our  first  Norelco  shaver.  At  that 
time,  Americans  already  had  several  shavers  to  choose 
from.  Why  should  we  decide  to  introduce  a  totally  differ- 
ent type  of  shaver,  one  that  looked  and  worked  like  noth- 
ing else  on  the  market? 

The  answer  to  that  question  tells  you  something 
you  might  find  worth  knowing  about  North  American 
Philips  Corporation. 

Beguiling  simplicity 

We  at  North  American  Philips  have  character- 
ized ourselves  as  sound  but  not  stodgy,  innovative  but  not 
wild.  One  look  at  the  Norelco  shaver  convinced  us  that  it 
had  the  very  same  characteristics.  It  was  unorthodox,  but 
its  engineering  had  a  beguiling  simplicity. 

Our  marketing  philosophy  is  equally  uncompli- 
cated. We  find  out  what  people  want  but  don't  have. 
Then  we  figure  out  how  we  can  fill  the  need  profitably. 

Obviously,  people  wanted  electric  shavers,-  they 
were  buying  them  briskly.  In  the  Norelco  shaver,  we  had 
a  totally  new  kind  of  shaver  that  shaved  better  than  com- 
petition,- and  it  also  had  the  enormous  marketing  virtue  of 


being   authentically  unique.   Having 
y      launched  the  Norelco  shaver,  our  next  step 
was  to  keep  it  competitive. 

Two  heads  better  than  one 

The  original  single  header  was  dur- 
able and  close-shaving,  but  slow.  So  we 
introduced  the  double  header,  just  as  effec- 
tive yet  twice  as  fast.  Then  the  detachable 
cord  model.  And  finally  the  Tripleheader, 
with  which  North  American  Philips  earned 
first  place  in  the  American  shaver  market. 

Marketing  acumen  like  this  gives  North  American 
Philips  a  much  better  than  average  record  for  introducing 
successful  new  products.  But  successful  selling  is  only  part 
of  the  story.  Product  improvements  and  innovations  are 
also  important. 

North  American  Philips  Corporation  comprises 
forty-six  divisions  and  subsidiaries.  One  of  them  invented 
a  way  to  show  surgeons  the  action  of  a  living  heart  on 
television.  Another  has  developed  a  vaccine  for  German 
measles.  Still  another  introduced  a  motion  picture  pro- 
jector so  extraordinary  that  it  won  an  Academy  Award. 

And  lab  work  is  now  underway  at  North  Amer- 
ican Philips  on  laser  holography,  which  creates  three  di- 
mensional pictures  so  realistic  that  viewers  have  tried  to 
pick  up  the  objects  shown  in  a  holographic  image  pro- 
jected in  mid-air.  Holographic  motion  pictures  have 
already  been  demonstrated  in  our  laboratories.  In  the 
distant  future,  3-D  holographic  television  may  be  feasible 
for  home  entertainment.  Closer  at  hand  is  holographic 
stress  ana  lysis,  a  way  for  industrial  designers  to  find  where 
machineryand  large  structures  will  breakwithout  actually 
breaking  them. 

These  past  successes  and  future  prospects  have 
made  us  a  half-billion-dollar  company,  destined  soon  to 
be  twice  as  big.  If  any  of  this  sounds  interesting  to  you  as 
an  investor,  send  for  our  annual  report.  Write  to  North 
American  Philips  Corporation,  100  East  42nd  Street,  New 
York,  New  York  10017. 


North  American  Philips  Corporation 


Advance  Transformer  •  Alliance  Manufacturing  •  American  Aniline  Products  •  Amperex  Electronics  •  Anchor  Brush  •  Anchor  Serum  •  Business  Products  Division  •  Carolina  Coach 

Chappell  &  Co.  •  Chicago  Magnet  Wire  •  Digitronics  Corporation  ■  Dialight  Division  •  Dubbings  Electronics  •  Electrical  Industries  "  Ferroxcube  Corporation 

The  A.  W.  Haydon  Company  •  Home  Appliance  Division  •  Home  Entertainment  Products  Division  •  Invac  Division  •  Kulka  Electric  •  Medical  Systems  Division  •  Mepco  Inc. 

Mercury  Records  •  Ohmite  •  Philips  Broadcast  Equipment  Corp.  •  Philips  Electronic  Instruments  •  Philips  Elmet  ■  Philips  Laboratories  •  Philips  Roxane  Laboratories 

Price  Electric  Company  •  Radiant  Lamp  •  Science  Accessories  Corp.  •  Herman  H.  Smith,  Inc.  •  Thompson-Hayward  Chemical  •  Training  and  Education  Systems 


Forecast  1975:^*- 
50%  of  all  housing  ;§ 

will  be 
factory-built. 


And  Georgia-Pacific  will  be  ready! 


To  meel  steadih  growing  demand,  the  housing 
industry  is  fast  becoming  automated.  Components, 
modules  and  complete  housing  units  arc  rolling 
off  assembl)   Inn-  in  ever-growing  numbers. 
The  Home  Manufacture]  's  Association  predicts 
at  least  one  half  of  all  housing  w  ill  be  factory-built 
by  1975    as  man)    is  1,225,000  units  annually ! 

Georgia-Pacific  i^  grow  ing  w  ith  this 
expanding  industry.  G-P  construction  plywood, 
decorative  hardwood  paneling,  particleboard, 
sidings,  and  other  wood  and  gypsum  products 
are  mainstays  of  the  manufactured  housing 
industry.  What's  more,  a  mobile  home  marketing 
department,  in  our  building  products  distribution 
division,  offer-  a  design  sen  ice  tailored  to  the  needs 
of  factory-built  housing  producers.  Many  of  our 
107  Company-owned  distribution  centers  are  near 
key  manufacturers,  offering  full  inventories 
and  prompt  service  on  basic  materials. 


It's  natural  that  we'd  pay  special  attention 
to  the  factory-built  housing  industry.  It's  a 
growth  market.  We're  the  growth  company. 


SALES  GROWTH         NET  INCOME              CASH  FLOW               PLYWOOD  DEMAND 

.      ....     . 
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For  information  about  Georgia-Pacific. 


•ite    P  O.  Box  175.  Portland.  Oregon  372  07 


J§±.  gedrgia-pacific/the  GROWTH  COMPANY 

Building  Products/Pulp  S.  Paper/Chemicals/  Minerals 
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READERS  SAY 


Insured   Comfort 

Sir:  The  comment  by  the  official  of 
Mutual  of  Omaha  expressing  concern  re- 
garding the  claims  arising  from  a  crash 
of  one  of  the  new  large  capacity  aircraft 
i  Fob  IS)  may  open  the  door  to 

a  possibility  that  would  make  many  pas- 
rs  more  comfortable.   Is   it  possible 
that  this  is  the  time  to  abandon  this  type 
insurance? 

As  a  relatively  frequent  yet  always  un- 
comfortable passenger,  I  have  felt  this 
practice  has  been  an  altogether  too  in- 
viting method  of  "murder  for  profit.  It 
is  my  sincere  hope  that  underwriters  will 
view  the  potential  losses  as  being  pro- 
hibitive anil  we  can  dispense  with  the 
instant  issuer  booths  currently  populating 
ill  airports. 

— Bi  hl.ky  A.  Dayi 

Nice    President 

Shearson   I  lammill  &  ( lo. 

Pak>  Alto  Calif. 

About   That   Travelin'   Man 

Sir:  He  "Travelin'  Man"  i  Fact  0  Com- 
ment. Aug.  I):  I  feel  the  Nixon  trip 
immediately  following  our  remarkable 
achievement  on  the  moon  was  a  master- 
piece of  timing.  I  believe  he  pi. ms  to  go 
to  MOSCOW,  Would  your  reaction  hi-  tli.it 
this  might  bother  the  Chinese? 

— FOSI  m  G.   M<  (  ■  i« 
Evanston,  111. 

Sir:  Rather  than  imagine  tin  Russian 
reaction  to  the  Nixon  jaunt  to  Rumania 

tell  it  like  it  is.  We  have  .in  actual  dem- 
onstration ot  it:  a  portion  of  their  fleet 
in  the  Caribbean. 

— John  S.  Abel 
Tacoma    \\  ash 

Those   Higher   Taxes 

SlR:  I  take  exception  to  the  remark 
in  your  Aug.  15  "Trends  &  Tangents 
about  the  possible  increase  in  gasoline 
prices  in  case  the  depletion  allowance  is 
lowered  ....  "after  years  of  such  in- 
creases." Retail  gasoline  prices,  before 
tax  are  up  only  12?  since  1957-59.  while 
the  average  price  of  all  consumer  goods 
is  up  27?.  The  reason  the  price  looks 
higher  on  the  pump  is  because  taxes  have 
increased  21?  in  the  same  period. 

— James  R.  Owen 
Bartlesville.  Okla. 

There  Is  Another 

Sir:  Your  article  on  the  cement  in- 
dustry (Forbes.  July  15)  leaves  the 
reader  with  the  impression  that  one  com- 
pany is  doing  something  to  remedy  a  bad 
situation  while  the  others  in  the  field 
have  made  little  progress.  This  company, 
the  article  says,  "stands  out  .  .  .  like  a 
polished  stone  among  pebbles." 

Nowhere  does  the  story  mention  the 
Penn-Dixie    Cement    Corp.    which    has 

(Continued  on  page  113) 


Varo? 
What  are 
they  in? 


Space  exploration. 

Among  other  things. 

We  make  some  of  the  world's  most  ad- 
vanced inertial  instruments. 

They  perform  guidance,  stabilization,  and 
location  functions  in  manned  aircraft,  ballistic 
missiles,  and  space  vehicles. 

The  inertial  product  market  is  just  one  of 
many  served  by  Varo's  growing  product  lines. 
We're  also  in  transportation,  image  intensifi- 
cation, and  hybrid  integrated  circuits,  as  well 


as  supplying  components  to  the  television  and 
computer  industries. 

While  we  are  becoming  more  and  more 
diversified,  all  Varo  product  lines  are  science 
oriented,  with  the  common  goal  of  serving  the 
evolutionary  needs  of  mankind. 

If  you'd  like  a  penetrating  look  into  the 
extent  of  our  involvement,  write  for  our  an- 
nual report.  Address  your  request  to  Public 
Relations,  Dept.  T "-6. 


G 


VARO 

Varo.  Inc..  Executive  Office.  Garland  Bank  Bldg..  P.O.  Box  41 1 ,  Garland,  Texas  75040 


AFFLUENTS 


FORBES  was  first  measured  by  the  Sim- 
mons Study  in  1964. 

Our  readers  median  household  income 
that  year  was  $9,631  -  50%  greater  than 
the  U.S.  median. 

It's  five  years  later,  and  Simmons  finds 
that  FORBES'  median  household  income 
is  now  $14,060- up  46%. 

Now  we're  80%  above  the  national 
median. 

That's  FORBES  for  you. 
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We're  in  the  business  of  extending  man's  senses. 


Watch  inboi  rom  outer  space. 

Scan  the  >ttom  for  an  exact  fix. 

Tunc  in  tl  t  ith  two  million  watts  of  power. 

Control  joi  slectronic  command  post 

20.000  feet  above  the  action. 

Whatever  the  mission,  no  matter  how  impossible,  how 
big.  or  how  soon  it's  needed.  LTV  Electrosystems  produces. 

W  e  can  turn  a  concept  into  sophisticated  hardware  taster, 
better,  at  lower  cost  than  just  about  anyone.  Our  capabil- 
ity ranges  from  re-entry  physics  installations  and  global 
communications  nets  to  high-reliability  components. 

Our  progress  since    1957      the  year  we  entered  the 


electronics  systems  field  -  is  a  matter  of  record.  In 
1958,  we  reported  annual  sales  of  $12.7  million.  We 
employed  about  800  people  under  one  roof.  By  contrast, 
1968  sales  surpassed  S208  million,  we  have  over  11,000 
employees  and  operate  15  production  facilities  in  seven 
states. 

Ours  is  the  story  of  new  directions  in  electronics.  We'd 
like  you  t(>  read  it.  For  a  copy  of  our  annual  report,  write 
Mr.  C  L.  Taylor,  Vice  President.  Secretary  and  Treasurer. 
For  employment  opportunities  write:  Bill  Hickey,  Super- 
visor of  Professional  Placement.  An  equal  opportunity 
employer. 


L.T\S 


A  quality  company  of  Lmg-Temco-Vought.  Inc   L-TV 
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Are  you  ready  for 
your  second  life? 

The  chances  are 
you  are. 

If  you're  like  the  rest 
of  us,you  got  your  first  life 
insurance  just  before  you 
?t  J^.'Jlfc  were  married,  or  just  after 

&  y  A  i^*'  •  y°ur  ^rst  child  was  born.  It 

r      I  W  v+fy^  was  probably  a  small  policy. 

v  EL!  fc»  Because  that  was  all  you 

could  afford  at  the  time. 

r,-     ^rr~-""**m  Now  you're  older 

^»  hi  W    \    ^HHP  and  smarter.  You've  got 

more  responsibilities  and, 
fortunately,  you've  got  more 
money  to  handle  them. 

You're  ready  for 
your  second  life  and,  we're 
lappy  to  tell  you,  there's  going  to  be  a  lot  more  to  it  than  your  first. 

This  second  life,  you  see,  will  be  more  than  just  a  policy; 
t  will  be  a  program.  At  least  that's  what  it  should  be— a  program 
n  which  your  life  insurance  is  not  just  added  on  to  what  you  have, 
3ut  rather  fitted  in. 

That's  why  it  can  pay  to  call  on  a  specialist.  And  at 
National  Life  we  specialize  in  life,  first  and  second. 

we  want  your  life.  National  Life 


of  Vermont 

National  Life  Insurance  Company,  Montpelier,  Vermont. 
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Questions  for  executives 
concerned  with 
rising  costs  of 
handling  and  distribution. 


If  distribution  and  handling  costs 
are  getting  out  of  hand,  here  are 
some  questions  to  consider. 

•  Are  we  handling  product  without 
adding  value? 

•Would  an  improved  and  more 
effective  layout  simplify  product 
handling? 

•  Does  volume  merit  mechanization 
or  computerized  automation? 

•  Should  we  have  special  or  more 
flexible  storage  or  handling  devices? 

•  Have  we  made  a  thorough  analy- 
sis of  in-  and  off-line  storage? 

•  Can  order  picking  and  truck  load- 
ing time  be  decreased  to  speed  or- 
der delivery? 

•Could  warehouse  locations  be 
changed  to  reduce  total  inventory 
levels  and  still  give  the  same  or 
better  service? 


•  Do  we  have  too  many  warehouses 
or  too  few? 

•  With  more  efficient  methods  and 
facilities,  could  we  attain  a  better 
balance  in  inventory  levels? 

•  Do  we  have  the  internal  resources 
to  assure  satisfactory  answers  to 
these  questions? 

An  Austin  MATERIAL  HANDLING 
&  DISTRIBUTION  STUDY  can  help 
you  answer  them.  It  is  one  of  seven 
Austin  engineering-economic- 
consulting  services  which  are  an 
important  initial  step  in  a  systems 
approach  to  the  development  of 
solutions  to  plant  facility  problems. 

Austin  specialists  begin  by  analyz- 
ing your  objectives  as  well  as  the 
methods  available  to  attain  them. 
Alternative  solutions  are  carefully 
studied  with  the  aim  of  combining 
all  resources  —  men,  machinery, 
materials,  and  money  —  into  the 


most  effective  answer  to  your  prob- 
lem. This  systems  approach,  based 
on  nearly  a  century  of  service  to 
commerce  and  industry,  produces 
measurable  benefits  in  time,  effort 
and  money  for  Austin  clients. 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire,  or 
teletype:  The  Austin  Company, 
3650  Mayfield  Rd.,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


SOME  CHEERFUL 

For  those  <>t  us  who  write  editorials  there  is  much  to 

complain  about;  there  are  too  many  things  had  in  the 
world,  and  wrong  for,  with,  and  about  those  ot  us  who  live 
in  it.  In  short,  it's  not  too  difficult  to  find  things  to  bewail. 

Before  getting  on  with  my  usual  assorted  Demands  for 
Reform  &  Improvement,  I  cannot  resist  mentioning  a 
couple  of  Causes  for  Cheer.  To  wit: 

Continued  actual  de-escalation  of  warfare  in  Vietnam, 
despite  the  lack  of  word-progress  in  Paris. 

The  announcement  by  Secretary  of  Defense  Laird  of  a 
worldwide  reduction  ot  100.0(H)  men  in  the  armed  forces 
by  the  end  of  fiscal   1970. 

The  sideways  motion  of  this  stock  market.  It  has  done 
its  plunge  thing  sufficiently  to  make  its  point. 


BITS   AND  PIECES 

The  indications  that  there's  a  slowing  of  inflation,  a 
turndown  (I'm  ignoring  the  contrary  indications  for  the 
moment). 

The  present  no-news  about  devaluations  and  revalua- 
tions of  currencies — momentary  calm  on  the  international 
monetary  scene. 

The  apparent  dwindlings  of  Mouth  and  Number  at  the 
extreme  Left  and  Right  of  our  social-political  spectrum. 

O  0  o 

Maybe  it's  wishful  thinking,  but  it  seems  to  me  more  peo- 
ple are  giving  a  try  at  understanding  instead  of  condemn- 
ing. Maybe — just  maybe — the  young  and  their  more  mean- 
ingful  cries  ol  outrage  are  getting  through  a  bit  to  their 
bewildered,  bedeviled  and  angered  elders. 


LET  'EM  UP  FOR  AIR 


The  lengthy  war  of  nerves  that's  been  carried  on  be- 
tween the  Federal  Aviation  Administration  and  the  air 
traffic  controllers  is  unbelievable.  Crazy. 

The  air  controllers  are  too  few,  enormously  overworked 
and  under  a  constant  on-the-job  strain. 

They  need  improved  working  conditions. 

They  must  have — and  swiftly — better  equipment. 

They  should  have  salaries  more  related  to  their  huge 
responsibilities. 

And  a  crash  (perhaps  that's  not  an  appropriate  word) 


program  tor  recruitment  and  training  of  more  air  con- 
trollers should  be  at  the  top  of  somebody's  agenda  in  the 
Nixon  Administration. 

o        o        o 

This  is  just  one,  albeit  a  most  important  one,  aspect  of 
our  growing  transportation  chaos.  Wouldn't  it  be  exciting 
to  see  a  down-to-earth,  vast  but  solvable  program  such  as 
this  tackled  with  the  concentration,  the  brains,  the  energy 
that  we  occasionally  use  in  the  development  of  space  pro- 
grams and  weapons  systems? 
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PERSPECTIVE 

(writer  unknown) 

"Dear  Mother  and  Dad: 

Since  I  left  for  college  I  have  been  remiss  in 
writing  and  I  am  sorry  for  my  thoughtlessness  in 
not  having  written  before.  I  will  bring  you  up  to 
date  now,  but  before  you  read  on,  please  sit  down. 
You  are  not  to  read  any  further  unless  you  are  sit- 
ting down.  Okay? 

Well,  then,  I  am  getting  along  pretty  well  now. 
The  skull  fracture  and  the  concussion  I  got  when  I 
jumped  out  of  the  window  of  my  dormitory  when  it 
caught  on  fire  shortly  after  my  arrival  here  is  pretty 
well  healed  now.  I  only  spent  two  weeks  in  the 
hospital  and  now  I  can  see  almost  normally  and  only 
get  those  sick  headaches  once  a  day.  Fortunately,  the 
fire  in  the  dormitory,  and  my  jump,  was  witnessed 
by  an  attendant  at  the  gas  station  near  the  dorm, 
and  he  was  the  one  who  called  the  Fire  Department 
and  the  ambulance.  He  also  visited  me  in  the  hospi- 
tal and  since  I  had  nowhere  to  live  because  of  the 
burnt-out  dormitory,  he  was  kind  enough  to  invite 
me  to  share  his  apartment  with  him.  It's  really  a 
basement  room,  but  it's  kind  of  cute.  He  is  a  very 
fine  boy  and  we  have  fallen  deeply  in  love  and  are 
planning  to  get  married.  We  haven't  got  the  exact 
date  yet,  but  it  will  be  before  my  pregnancy  begins 
to  show. 


Yes,  Mother  and  Dad,  I  am  pregnant.  I  know  how 
much  you  are  looking-  forward  to  being  grand- 
parents and  I  know  you  will  welcome  the  baby 
and  give  it  the  same  love  and  devotion  and  tender 
care  you  gave  me  when  I  was  a  child.  The  reason 
for  the  delay  in  our  marriage  is  that  my  boy  friend 
has  a  minor  infection  which  prevents  us  from  passing 
our  pre-marital  blood  tests  and  I  carelessly  caught 
it  from  him. 

I  know  that  you  will  welcome  him  into  our  family 
with  open  arms.  He  is  kind  and,  although  not  well 
educated,  he  is  ambitious.  Although  he  is  of  a 
different  race  and  religion  than  ours,  I  know  your 
often-expressed  tolerence  will  not  permit  you  to  be 
bothered  by  that. 

Now  that  I  have  brought  you  up  to  date,  I  want 
to  tell  you  that  there  was  no  dormitory  fire,  I  did 
not  have  a  concussion  or  skull  fracture,  I  was  not  in 
the  hospital,  I  am  not  pregnant,  I  am  not  engaged,  I 
am  not  infected,  and  there  is  no  boy  friend  in  my  fife. 
However,  I  am  getting  a  D  in  History  and  F  in 
Science  and  I  want  you  to  see  those  marks  in  their 
proper  perspective. 

Your  loving  daughter, 
Susie." 


TOUCHE 

Concerning  my  editorial  lament  at  reaching  the  age  of 
50,  one  friend  suggested:  "Don't  complain. 
"Think  of  the  alternative." 


THE  GREEN  BERET  AFFAIR 

Have  you  heard  in  a  long  time  of  anything  more  stupid  I  hope  the  Army  guvs  who  made  that  decision  are  not 

than  the  Army's  arrest  of  the  eight  Green  Berets,  including  still  in  charge  of  anything  important  to  this  country's  mili- 

the  commanding  officer?  tary  well-being. 


IF  ONLY  WE  ALL  COULD  ANSWER  THUS 

Overheard  in  Schrafft's — one  lady  to  another,  at  the  end 
oi  their  meal: 

"Are  you  financially  balanced?" 

The  other:  "No,  I  need  about  a  dime." 


—Malcolm  S.  Forbes, 

Editor-in-Chief 


By  1972, 

the  American  woman  still  won't 

have  a  thing  to  wear. 

Now  you  know  why 
USI  is  in  the  apparel  business 

in  1969. 


The  apparel  industry  has  grown  an  average  of  6% 
per  year  in  the  past  four  years*  But  USI's  Apparel 
Group  has  had  an  average  annual  internal  growth  of 
more  than  25%  in  the  same  period. 

Why  does  USI  grow  faster?  For  one  reason,  we  have 
'big  business'  resources  to  apply  to  the  'small 
business'  problems  typical  of  the  industry.  For 
another  reason,  we  innovate. 

For  example,  USI  has  computerized  control  of 
production  and  distribution.  Our  Round-the-Clock 
division  was  the  first  hosiery  manufacturer  to 
introduce  a  computerized  stock-control  system. 

We  also  come  up  with  new  merchandising  ideas  like 


our  OOmphies  Slipper  Bars  in  retail  stores. 

USI  made  the  very  first  ref illable  panty  hose— and 
the  rest  of  the  industry  followed  the  leader.  Our 
Talbott  Division  invented  a  new  Dacron  boucle  knit 
for  sweaters  and  skirts— because  knits  are  a  fast- 
growing  apparel  item. 

At  USI,  we  don't  just  sit  back  and  wait  for  people  to 
need  new  clothes.  We  help  create  new  demands  and 
we  go  into  new,areas.  That's  why  you  can  expect 
even  more  growth  in  our  Apparel  Group  in  the  years 
to  come. 

Apparel  is  just  one  of  six  market  groups  at  USI  tuned 
in  to  growth. 
Where  there's  growth  there's  USI. 


as!  US.  Industries,  Inc. 

For  an  appraisal  of  the  potential  in  the  apparel  market,  write  us  at  250  Park  Avenue,  New  York,  N.Y.  10017 

'Federal  Trade  Commission  statistics. 


"We'll  have  a  Hennessy  Very  Superior  Old  Pale  Reserve  Cognac,  thank  you." 


The  Taste  of  Success 

Every  drop  of  Hennessy  V.S.O.P.  Reserve  is  Grande  Fine  Champagne  Cognac. 

It's  made  solely  from  grapes  grown  in  La  Grande  Champagne — the  small  district  in 

the  Cognac  region  which  is  the  source  of  the  very  greatest  Cognac. 

What's  more,  Hennessy  is  selected  from  the  largest  reserves  ol  aged  Cognacs  in  existence. 

Enjoy  a  taste  of  success  today . . , 

Hennessy  VS.OJB  Reserve  Cognac 

-r. 
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Croesus,  American  Style 

John  King  is  42  and  worth  at  least  $300  million. 
He  made  virtually  all  of  it  in  the  past  three  years. 


In  describing  John  McCandish  King, 

it's  hard  not  to  make  him  sound 
like  the  hero  of  a  bad  novel  about 
big  business.  Item:  He's  a  huge, 
chunky  man  with  a  hearty  mannei 
but  cold  blue  eyes;  the  kind  of 
man  whose  public  heartiness  masks 
rather  than  reveals  the  man  inside. 
Items:  From  small-town  beginnings 
(  Wheaton,  111. ),  he  has  driven  to  vat 
wealth  and  power  at  the  age  ot  42 
Item:  He  has  surrounded  himself  with 
all  the  symbols  of  success:  custom- 
built  cars,  private  airplanes  (nine  of 
them  are  at  his  disposal),  a  hunting 
lodge  and  an  army  of  bright  young 
retainers  and  functionaries  (including 
two  astronauts.  Frank  Borman  and 
Walter  Schirra).  King  works  hard. 
He  plays  hard. 

But  John  King  is  not  a  charactei 
in  a  aovel.  He  is  flesh  and  blood,  a 
great  American  success  story,  a  man 
who  rose  not  through  the  business 
establishment  or  the  financial  estab- 
lishment but  outside  of  both  and  on 
his  own  terms.  You  may  not  like  John 
King.  You  may  deplore  his  methods 
and  his  tactics.  But  you  can't  deny 
that  he  is  a  great  financial  innovator, 
a  real  mover  and  shaker. 

King  is  boss  of  a  galaxy  of  com- 
panies, the  chief  of  which  is  Denver- 
based  King  Resources.  What  his  hold- 
ings are  worth  no  one  can  be  quite 
sure,  but  $300  million  is  a  low  guess. 
How  much  do  his  companies  manage? 
Nobody  other  than  King  would  dare 
put  a  figure  on  the  total,  but  King 
Resources  does  have  the  capability  to 
commit  more  than  S400  million  to  a 
project.  And  he  talks  of  one  day  man- 
aging S4  billion  or  $5  billion. 

King  is  the  biggest  thing  in  the 
mass  selling  of  oil  drilling  programs 
to  the  public,  a  business  that  will  take 
in  SI  billion  this  year.  In  this,  King 
is  bigger  even  than  Clinton  Oil's  Rick 
Clinton  (  Forbes,  Aug.  1 ) .  This  year 
more  than  $175  million  will  probably 
flow  into  King's  private  preserve,  which 
includes    two    oil-drilling    funds,    an 


King   of  King   Resources 

equipment-leasing  fund  and  an  in- 
vestment company  that  places  ven- 
ture capital.  This  is  entirely  apart 
from  money  flowing  to  publicly  owned 
King  Resources  for  placement  in  nat- 
ural resource  projects. 

King  has  no  intention  of  stopping 
with  oil.  He  has  very  big  plans.  Ask 
him  about  them  and  he  declaims: 
"wealth  development  for  any  country 
in  the  world:  this  is  the  over  view 
of  King  Resources'  long-term  growth. ' 
In  oil  drilling,  one  part  of  the  King 
organization  sucks  up  money  from 
large  numbers  of  relatively  small  in- 
vestors, most  of  whom  could  hardly 
afford  oil  drilling  on  their  own;  an- 
other part — King  Resources — deals 
with  very  large  investors  indeed, 
many  of  them  outside  the  U.S.  It 
then    channels    the    money    in    huge 


quantities  into  the  search  for  oil.  King 
leels  it  can  apply  the  same  principles 
lo  other  extractive  industries.  And  in 
countries  outside  of  the  U.S. 

It's  a  long  way  from  Denver,  Colo, 
to  Geneva,  Switzerland.  Physically 
and  temperamentally  it  would  be  hard 
to  imagine  two  men  more  different 
than  John  King  and  Bernard  Corn- 
feld,  the  Brooklyn-bred  onetime  social 
worker  who  has  become  a  power  in 
international  finance.  Beneath  the  sur- 
face, however,  the  two  men  have  a 
good  deal  in  common:  vast  ambitions 
and  an  impatience  with,  even  a  scorn 
ol.  established  ways  of  doing  things. 
Now  the  two  have  joined  forces.  Corn- 
t  eld's  Investors  Overseas  Services  is 
channeling  money  it  raises  from  in- 
vestors overseas  into  King  Resources' 
U.S.  drilling  programs.  Other  interna- 
tional customers  have  followed  in 
[OS's  wake. 

This,  in  King's  sweeping  plans,  may 
be  only  the  beginning.  A  subsidiary 
set  up  in  the  Netherlands  Antilles 
last  fall  raised  $15  million  through 
an  oflering  of  debentures.  King  Re- 
sources is  now  using  the  money  in  its 
foreign  venture,  International  Re- 
sources Ltd.,  to  find  and  develop  invest- 
ment projects  in,  by  King's  estimate,  20- 
odd  foreign  countries.  Additional  mon- 
ey is  pouring  into  the  subsidiary  from 
Cornfeld's  salesmen  around  the  world. 
Explains  James  Tocher,  president  of 
International  Resources  and  one  of 
King's  bright  young  men:  "IOS  is 
raising  money  all  around  the  world. 
Let's  take  Peru  or  any  Latin  American 
country  for  the  sake  of  argument. 
The  money  has  been  raised  for  invest- 
ment in  the  U.S.  stock  exchange.  But 
IOS  has  got  so  big  that  they  create 
a  balance  of  payments  problem  for 
these  countries.  So  the  country  says 
reinvest.  So  what  do  they  reinvest 
in?  There's  no  stock  exchange  locally. 
Peru  or  whatever  country  wants 
money  in  natural  resources.  IOS 
doesn't  have  that  capability.  We  do; 
so  there  is  a  natural  link-up." 
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Where  The  Action  Is.  John  King  (foreground  above)  clam- 
bers across  fhe  face  of  Mount  Cope/and  in  British  Columbia,  where 
King     Resources    is    developing    a    76%  -owned     molybdenum     deposit. 


King  expounds  further  on  his  in- 
ternational ambitions:  "Historically 
natural  resource  companies  have  been 
extractionists  in  their  dealings  abroad. 
Their  approach  has  been  ownership. 
We  say  to  the  governments:  'We  want 
you  to  own  and  control  your  natural 
resources.  We  will  use  our  expertise 
to  develop  and  finance,  yes  finance, 
for  a  fee  your  natural  resource  de- 
velopment.' We  can  do  this  because 
of  our  vast  amounts  of  capital  avail- 
able, some  of  it  from  their  own  coun- 
tries. Our  fees  might  amount  to  what 
it  would  be  if  we  owned  the  con- 
cession anyway." 

John  King,  like  Bernie  Cornfeld, 
started  small  and  outside,  well  outside, 
the  business  and  financial  establish- 
ments. King  started  with  an  invest- 
ment in  an  oil  drilling  venture  in  the 
early  1950s.  He  became  intrigued 
with  the  business  and  in  1960  started 

ing  Resources  to  explore  and  develop 
oil  and  gas  properties.  The  company 
was  small  but  it  made  a  name  with  its 
increasing  knowhow  in  the  use  of 
computers  and  other  technological 
tools  lor  improving  the  odds  in  the 
risky  business  oJ  oil  hunting.  By  1965 
King  Resources  was  grossing  $4  mil- 
lion a  year  and  netting  $1.4  million. 
At  38,  John  King  was  a  millionaire 
but  a  small  one. 

Then  came  the  big  breakthrough. 
Seeing  the  growing  success  of  others 
in  selling  oil  participations  in  small 
packages.  King  decided  lie  could  do 
the  same  thing  better.  In  1966  he 
started  a  fund,  Imperial-American  Re- 
sources Fund,  Inc.  Minimum  sub- 
scription: $1,500.  Imperial  opens  up 
a  new  offering  every  quarter:  Funds  are 


invested  for  ten  years.  The  fund  is 
managed  by  a  company  which  be- 
longs not  to  King  Resources  but  to 
King  himself.  The  management  com- 
pany takes  hefty  fees  from  its  public 
stockholders — 25%  of  the  oil  drilling 
profits,  plus  another  5%  every  time 
proceeds  from  one  quarter's  funds  are 
reinvested.  King  Resources  got  into 
the  gravy,  too.  It  sold  to  the  fund 
many  of  the  leases,  studies  and  ser- 
vices it  needed.  In  1968,  for  example, 
King  Resources  garnered  over  half  of 
its  $49-million  reported  revenues 
from  servicing  Imperial-American  and 
another  King  fund,  Royal  Resources. 
Thus  did  the  King  empire  establish 
a  huge  captive  customer  that  helped 
King  Resources  grow. 

The  King  funds  grew  rapidly: 
$402,700  sales  in  1966,  $16.8  million 
in  1967,  $44.5  million  in  1968,  $27 
million  in  the  first  half  of  this  year 
alone.  They  did  so,  because  following 
Clinton's  example,  they  sold  to  the 
public  through  established  brokerage 
houses;  earlier  oil  participations  were 
normally  sold  directly  by  the  sponsors. 
The  brokers  were  eager  participants, 
because  the  commissions,  7.5%,  were 
well  above  what  they  could  get  from 
ordinary  commission  business. 

King's  personal  fortune  grew  even 
more  rapidly  than  the  funds.  In  1967 
King  Resources  went  public.  Its  stock, 
brought  out  at  $14,  has  twice  split  3- 
for-1  and  sells  today  around  $2f3 — 
$234  on  the  old  stock.  King  owns 
some  3.7  million  shares,  or  20%,  worth 
today  $96  million.  He  also  owns  80% 
of  Colorado  Corp.,  which  owns  the 
fund  management  companies,  a  real- 
estate   developer   and   an   investment 


banking  firm.  Colorado  Corp.  is  sell- 
ing 11%  of  its  stock  in  a  private 
placement  to  institutions.  Based  on 
the  price  of  that  placement,  $35 
million,  King's  80%  of  Colorado  Corp. 
is  worth  somewhere  in  the  neighbor- 
hood of  a  quarter-of-a-billion  dollars. 

King  has  the  Croesus  touch,  but  he 
also  has  his  critics.  They  say  he  is  a 
better  salesman  than  an  oilman.  Says 
a  veteran  New  York  oil  adviser  to  the 
wealthy:  "If  the  funds  stopped  sell- 
ing, their  succtsses  in  drilling 
wouldn't  support  them  for  long."  Is 
King  discovering  a  lot  of  oil?  The 
only  reported  reserve  figures  are 
those  which  back  up  actual  costs  ex- 
pended by  King  Resources.  They  are 
not  impressive.  Unknown  is  how  well 
the  projects  that  King  Resources  finds 
for  its  international  clients  are  work- 
ing out.  "We've  added  appreciably 
to  the  assets  of  our  clients,"  says 
Senior  Vice  President  Bennett  King 
(no  relation  to  John  King),  who 
adds,  somewhat  begging  the  ques- 
tion, "This  is  not  an  oil  company. 
We're  a  money  management  com- 
pany." 

The  money  that  comes  directly  into 
King  Resources  for  its  projects  may 
well  be  sophisticated,  and  if  it  does 
not  get  a  desired  return  on  invest- 
ment, may  stop  coming.  Far  less 
sophisticated  is  the  money  poured 
through  brokers  to  the  oil  funds. 
King's  and  others.  To  date,  none  of 
the  investors  seem  to  be  complaining, 
however  much  petroleum  and  mutual 
fund  interests  are  crying  wolf  to  the 
SEC  and  Congress.  But  the  broaden- 
ing of  the  market  in  a  high-risk  en- 
deavor such  as  oil-drilling  inevitably 
contains  the  danger  of  abuses.  The 
SEC  is  concerned  and  is  formalizing 
prospectus  requirements  for  such  pro- 
grams. The  U.S.  Senate  is  concerned 
and  has  passed  an  amendment  to  the 
Investment  Company  Act  of  1940 
bringing  such  programs  under  the 
Act's  jurisdiction.  The  Act,  requiring 
approval  of  every  contract,  will  make 
the  drilling  programs  more  cumber- 
some to  run.  Then  there  is  the  ma  t«  r 
of  potential  conflict  of  interest.  The 
King-owned  fund  management  com- 
panies spend  up  to  86%  of  shar  - 
holders'  money  with  King  Resources, 
a  company  whose  largest  sharehol  ■ 
and  principal  officer  is  the  same  John 
King.  Under  the  propositi  law,  these 
matters  would  come  under  the  SE  .  s 
regulator)'  authority  as  opposed  to  its 
disclosure  authority. 

A  man  of  enormous  self-confidence, 
King  brushes  aside  these  criticisms  as 
the  mouthings  of  the  envious.  "Inter- 
national money,"  he  says,  "wants  to 
get  out  of  currencies  and  into  some- 
thing that  is  a  good  hedge  against 
recession    or    inflation.    They    picked 
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natural  resources."  As  tor  the  funds, 
business  like  Imperial's  is  by  design 
becoming  less  important  for  King  Re- 
sources. But  King  is  not  neglecting 
its  possibilities.  To  pension  funds, 
churches,  universities,  he  preaches 
that  in  an  inflationary  world,  devel- 
opment drilling  is  a  more  secure  in- 
vestment than  are  corporate  bonds. 

"It's  the  politician  in  me.  says  John 
King  (sec  box  below).  "Hut  when  I 
started  out.  only  rich  people  could  in- 
vest in  oil  drilling.  This  annoyed  the 
hell  out  of  me,  a  guy  who  began  by 
asking  for  votes."'  In  King's  e>e.  Im- 
perial— which  drills  on  property 
where  the  existence  ot  oil  at  least  has 
been  proven — is  something  ot  a  pop- 
ulist crusade.  Not  tmh  does  King  talk 
in  terms  ot  mission,  he  also  thinks 
that  wav . 

In  pursuit  ot  its  vast  ambitions. 
King  Resources  already  has  diversified 
well  beyond  oil.  It  is  prospecting  for 
minerals  in  Canada,  timberlands  in 
Washington  State,  an  island  and  deep 
water  port  off  Portland  Me.  King  and 
his  men  refer  to  King  Resources  as 
"Mother  Bear."  With  the  list  of  inter- 
national   customers    expanding,    King 
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Nov  i  i  isi  A\n  Eland's  heroes 
individualists  liberated  from  ordi- 
nary morality;  they  serve  the  world 
b\  serving  themselves,  not  by  fol- 
lowing the  rules.  John  McCandish 
King    has    bare!)     heard    ol    Ayn 

Hand,  much  less  read  her  books. 
Hut  he  could  be  one  ot  her  heroes. 
impatient  with  the  rules  and  espe- 
cially the  delays  to  grand  schen 

those  rules  bring,  Thus  he  can  sav 
ol  his  expanding  international  op- 
erations: "I'm  verv  hot  lor  interna- 
tional monies.  It  is  so  much  easier 
to   do   business   with    those   people, 

they  are  decisive." 

The  impatience  is  most  evident 
in  King's  admiration  lor  the  inter- 
national operation  ol  his  friend 
Bemie  Comfeld,  even  though  the 
latter  comes  in  lor  repeated  Securi- 
ties &  Exchange  Commission  criti- 
cism. "The  United  Nations."  King 
declares,  "hasn't  given  the  SE( 
jurisdiction  over  the  world  yet,  nor 
will  it.  In  the  areas  where  Cornfeld 
does  business,  people  are  less  than 
interested,  in  tact,  opposed  to  our 
Anglo-Saxon  Christian  morality.  He 
couldn't  do  business  it  bound  by 
such  concepts."  By  that  King 
doesn't  mean  quite  what  he  seems 
to  be  saving,  that  morality  is  bad. 
Rather  he  means  that  getting  things 
clone  is  the  most  important  thing 
there  is,  and  that  if  rules  and  mor- 
alities   get   in   the    way,    then    the 
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Bemie  Cornfeld 

can  afford  to  be  condescend- 
ing toward  Mother  Bears  former  de- 
pendence on  the  Colorado  Corp. 
binds.  Having  come  to  the  realiza- 
tion as  Bemie  Comfeld  did  years  ago. 
that  there  is  a  huge  reservoir  ol   wor- 

-SYBARITIC  PURITAN  - 

rules  and  moralities  are  harmful. 
Bv     Opening     new     areas     to     tin 

small  investor,  by  channelling  mon 

inouev  into  natural  resource  de- 
velopment. King  argues  that  he. 
while  serving  his  own  fortunes,  also 
sines   the  world. 

King,      like     maiiv      successful 

Americans,  is  a  curious  mixture  ol 
Sybarite  and  Puritan.  He  clearl) 
relishes  good  living  but  is  a  bit 
ashamed  ol  it.  for  example,  he  is 
.havinu  ,in  automobile  custom-built 
but  apologizes  for  it.  "Things  don  t 
mean    a    thing   to   me,"    lie   protest- 

'I  hough   the  size   ol    his   company 

i  learlj  justifies  one.  he  reliises  to 
have  a  monument  in  the  form  ot 
a  headquarters  building;  his  cor- 
porate stall  is  spread  over  eight 
buildings  in  downtown  Denver  and 
none  bears  the  King  name.  "A  lousy 
use  ol  capital,"  he  says  of  build- 
ings. "Anyhow,  it  would  make  us 
too  brick-and-mortar  oriented." 

Among  the  virtues  of  his  stall, 
he  is  proud  ot  the  fact  that  thev 
work  long  hours.  "Our  switch- 
boards are  loaded  with  calls  early 
in  the  morning,  late  at  night,  on 
Saturdays,"  he  boasts.  He  works 
long  hours  himself  although  he 
has  long  since  passed  the  time 
when  he  needed  to  do  so. 

King  attended  two  colleges,  the 
University  of  Washington  and 
Northwestern,  but  graduated  from 


ried  money  in  the  world,  King  thinks 
he  has  unlocked  the  secret  of  tapping 
it.  From  devising  natural  resource 
projects,  then  selling  participations  in 
them  to  such  money  for  big  profit, 
and  also  selling  the  services  to  de- 
velop such  projects  to  the  same 
money  at  smaller,  but  more  certain 
profit,  King  thinks  he  has  structured 
a  compounding  money  machine. 

"We  could  be  doing  $4  billion  to 
$5  billion  a  year,''  King  says  easily. 
"The  only  problem,  we  would  have 
to  develop  the  staff  to  evolve  that 
quantity  of  projects.  Getting  money 
i-  easy.''  Wild?  Yes,  but  don't  laugh. 
When  King's  friend  Bemie  Cornfeld 
started  peddling  mutual  funds  out  of 
the  back  of  his  battered  car,  nobody 
thought  he'd  be  managing  $6  billion 
within  13  years. 

Still,  John  King,  this  American 
(  roesus,  would  do  well  to  remember 
what  happened  to  the  original  Croe- 
sus ol  Lydia.  The  oracles  told  the 
ruler  that  if  he  attacked  Persia  he 
would  bring  down  a  mighty  empire. 
Too  late  did  Croesus  learn  that  the 
empire  he  would  bring  down  was  his 
own.  ■ 


neither;  he  was  too  impatient  lor 
books  and  studying.  His  early  am- 
bitions, interestingly,  were  in  pol- 
ities, rather  than  in  business.  In 
1950,  when  he  was  23,  he  was 
elected  to  the  Illinois  State  Assem- 
bly, where  he  served  three  terms. 
Curiously,  King's  first  venture  in 
business,  paint  manufacturing  in 
his  hometown,  tailed.  But  King  had 
put  $1,500  into  drilling  a  well  on  a 
friend's  farm  in  Oklahoma  and 
struck  oil.  In  1955  King  decided 
to  get  into  the  oil-exploration  busi- 
ness full  time,  .md  with  a  friend 
formed  the  King-Stevenson  Oil  Co. 
which  evolved  into  King  Resources. 
Like  a  good  Ayn  Rand  character, 
he  found  the  thrill  and  power  ob- 
tainable in  business  more  congenial 
to  him  than  the  slow  rise  up  the 
political  ladder. 

Men  like  this  don't  get  introspec- 
tive very  often,  but  King  did  for  a 
moment  when  he  and  Forbes' 
James  Flanigan  were  in  the  black 
Lincoln  Continental  King  limou- 
sine riding  through  Denver  last 
month:  "There  is  something  about 
making  money,"  he  mused.  "You 
can  bitch  at  it  and  talk  about  your 
ego,  but  make  money  and  it  all  be- 
comes easy.  It  even  improves  your 
personality."  When  John  King  said 
that,  his  eyes  lost  their  customary 
coldness  for  a  moment.  In  fact, 
they  sparkled. 
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Convertible  Bonds: 
The  Parachute  that  Failed  To  Open 


Once  convertible  bonds  were  a  back- 
water of  the  securities  business.  No 
longer.  Today  there  are  more  than 
1,000,  tlie  majority  listed.  In  the  past 
two-and-a-half  years  alone  more  than 
$10  billion  worth  of  convertible 
bonds  have  been  issued,  far  exceed- 
ing new  common-stock  issues. 

Convertibles,  so  the  theory  goes, 
are  supposed  to  combine  the  best  of 
two  worlds.  They  have  the  potential 
to  appreciate  in  price  like  common 
stocks;  they  are  supposed  to  provide 
much  the  same  income  and  safety  of 
principal  of  bonds  and  preferreds. 

That  theory,  however,  has  now 
been  blasted.  This  year,  much  as  they 
did  in    1966,   convertibles  have  skid- 


ded about  as  badly  as  common 
stocks,  as  the  table  on  the  opposite 
page  shows. 

Explains  Leon  Levy,  president  of 
Oppenheimer  Mutual  Fund:  "The  old- 
wives'  tale  that  convertible  securities 
were  a  great  hedge  against  a  stock 
market  decline  has  gone  out  the  win- 
dow. Convertibles  have  been  dropped 
by  a  double  dose  of  leverage:  First, 
the  stocks  into  which  they  were  con- 
vertible fell  sharply.  Then,  just  when 
their  bond-like  yields  were  expected 
to  provide  a  floor,  interest  rates 
soared;  Convertibles  dropped  again." 

Thirty-three  of  the  67  convertibles 
listed  in  the  table  have  fallen  about 
as    much    or    more    than    the    stocks 
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TWO-WAY  STREET 

Convertible  bonds  have  more  leverage  than  common  stock,  mainly  for  two 
reasons:  Margin  requirements  on  bonds  are  only  60%  versus  80%  for  stocks. 
Convertibles  also  offer  a  long-term  call  on  a  common  stock,  in  addition 
to  a  higher  yield,  so  they  frequently  sell  at  a  premium  over  conversion 
value  in  bull  markets.  But,  as  many  an  investor  has  learned  to  his  sorrow, 
the   leverage  works  both  ways  and  the  premium   can   quickly  disappear. 


Issue 

Recant 
Price 

of 
Bond 

Number  of 
Common 
Shares  at 

Conversion 

Recent                             , 196869 , 

Price      Premium                                          Price 
of            Oxer               Price                   Range  of 

Common  Conversion      Range  of                Common 
Stock        Value               Bond                      Stock 

Allied  Stores  4  y2s  81 

1,170 

35.71 

33% 

-2% 

1.800 

1,160 

511/4-32% 

Crcwell  Collier  &  Mac.  4s  92 

1,101 

34.61 

31% 

1 

1,460- 

1,030 

44     -22% 

Gulf  &  Western  5%s  87 

660 

22.94 

243/8 

18 

1,490- 

621 

66y8-19 

MacDonaid  E.  F.  6s  87 

1,040 

81.43 

12'/< 

4 

1,790- 

1,000 

24%-ll% 

N.Amer.  Rockwell  4y4s  91 

728 

21.74 

28% 

16 

1,000- 

678 

44%-28% 

Pan  American  VV.  A.  4'/?s  84 

1,134 

68.38 

15% 

4 

2,165- 

1,020 

313/4-14i/8 

RCA  Corp.  4i/2s  92 

869 

16.95 

373/8 

37 

1,110- 

850 

55     -351/2 

White  Consolidated  Indus.  5%S  92 

880 

32.64 

21% 

25 

1,360- 

780 

393/8-17i/4 

into  which  they  are  convertible.  Many 
more  fell  over  30%. 

In  recent  years  everyone  from  air- 
lines and  banks  to  fledgling  new  tech- 
nology companies  has  issued  con- 
vertible securities.  The  biggest  im- 
petus has  come  from  the  takeover 
movement  and  the  conglomerate 
companies.  It  became  clear  to  acqui- 
sition-minded companies  that  the 
easiest  way  to  buy  another  company 
was  to  pay  for  it  with  I.O.U.'s.  But 
few  wanted  straight  I.O.U's.  So 
why  not  use  a  convertible  preferred 
stock  or  bond?  That  brought  forth 
hundreds  of  convertible  issues,  some 
of  them  little  more  than  "funny 
money."  The  glut  of  convertibles  be- 
gan to  wane  only  last  spring,  when 
Congress  passed  a  bill  disallowing  in 
certain  cases  tax  deductions  for  in- 
terest paid  on  bonds  issued  for  take- 
overs. Then  Justice  Department 
threats  to  clamp  down  on  conglomer- 
ate mergers  sent  conglomerate  stocks 
tumbling.  Prices  of  their  convertibles 
came  tumbling  after. 

The  simple  fact  is  that,  like  many 
other  investment  fads,  this  one  has 
been  overdone.  Convertibles  were 
popular.  Companies  could  issue  them 
with  interest  rates  well  below  those 
prevailing  on  straight  bonds.  They 
could  peg  the  convertibility  well 
above  the  market,  25%  and  more, 
when  10%  was  closer  to  the  historical 
norm.  All  this  made  the  issues  ex- 
ceedingly   vulnerable    to    a    decline. 

With  the  fad  fading,  the  conversion 
prices  of  new  issues  are  closer  to 
the  market.  Example:  Ampex  last 
month  came  out  with  a  5/2%  $60-mil- 
lion  convertible  issue  at  par  with  a 
12%  premium  and  it  opened  at  102J2. 
A  week  earlier  Goldman  Sachs  brought 
out  a  $50-million  Evans  Products 
6)4%  convert  at  par  at  only  a  6%  pre- 
mium. 

After  the  Fall 

Of  course  not  all  convertibles  have 
fared  poorly.  Some  like  American 
Machine  &  Foundry  4'2's  of  '81  only 
declined  5%,  while  AMF's  common 
fell  nearly  26',.  White  Motor  bonds 
It'll  about  16%,  while  the  common 
fell  by  nearly  twice  as  much.  And 
Beatrice  Foods  $2.70  preferred  fell 
21%  while  its  common  was  down  17%. 
Hut  these  issues  generally  weren't 
selling  at  stock  prices  but  were  closer 
to  bond  prices.  Thus  their  declines 
largely  reflected  interest  rate  declines. 

Today  yields  on  convertible  securi- 
ties are  the  highest  they  have  been 
in  man)  a  year,  running  to  6%  and 
7%  and  higher.  Sadly  disillusioned  are 
many  neophyte  investors  who  thought 
that  they  had  finally  found  a  safe 
way  to  speculate.  There  just  isn't 
any  such  thing.  ■ 
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Convertible  Securities— Down,  Down 

The  67  convertible  securities— all  listed  on  either  the  New  York  or  American 
stock  exchanges— run  the  gamut  from  outright  speculations  to  blue  chips. 
But  in  this  bear  market  only  a  handful  have  shown  the  resistance  to 
price  decline  which  investors  have  been  led  to  expect  from  convertibles. 
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BONDS 


, Price  of  Bond , 

Market 

High'  Recent 


Air  Reduction  3 7/8s  87     102% 

Allegheny  Ludlum  Steel  4s  81  115 

Allied  Stores  4%s  81  165 

Amer.  Machine  &  Foundry  4%s81   775/g 

"Automatic"  Sprinkler  4%s  87        72% 

Avco  Manufacturing  5s79     417% 

Beech  Aircraft  4%s93  109% 

Berkey  Photo  5%s86  215 

Booth  Computer  5%s88  101 

Chase  Manhattan  Bank  4%s  93  ...  116 

Chemical  Bank  N.Y.  Trust  5s  93  1137/8 

Crowell  Collier  &  Mac.  4s92  139 

Data  Processing  F  &  G  53/«s87     318 

Dow  Chemical  3s82  170 

EG&G  3>/2s  87  116 

Eastern  Air  Lines  5%s  83  255»/« 

Ehrenreich  Photo-Optical  4%s87  240 

Greyhound  Computer  6s86  . .  125'/2 

Gulf  &  Western  5%s87  121 

Levin-Townsend  Comp.  5V4s87       1857/8 

Litton  3%s87  203 

MacDonald,  E.  F.  6s  87  147 

Metro-Goldwyn-Mayer  5s93  105'/2 

National  General  4s93  100 

N.  Amer.  Rockwell  4V4s91       99 

Pan  American  W.  A.  4'/2s  84     180 

Penney,  J.  C.  4% s  93  112 

RCA  Corp.  4V2s  92  104>/2 

Perfect  Photo  5V2s80         136 

Storer  Broadcasting  4V2s86     1147/8 

Trans  Caribbean  Airways  6s  82     110 

U.  S.  Smelting  R  &  M  5%s93       104'/2 

Western  Airlines  5>/«s93  114 

White  Consolidated  Indus.  5y2392  128 

White  Motor  5%  s93     106% 

Whittaker  4y2s  88  99'/8 


78 
84% 
117 
73i/2 

56 

230% 
73% 

103 
70 
96 

91 

llO'/g 

155 
144% 

85% 

136 
1557/8 

87 

66 

96y2 

113 
104 

81% 

57 

727/8 

113% 

iioy2 

867/8 

60 

77 

68 

78% 

76% 

88 

897/8 

69 


,—  Price  of  Preferred  -^ 

PREFERRED   STOCK  High*'  Recent 

AMK  Corp.  3.20     170  90 

Awnet   1.00                   60  30% 

Bangor  Punta  1.25   447/8  277/8 

Beatrice  Foods  2.70     94%  747/8 

Cenco  3.00       121%  86 

Cities  Service  4.40     202  172 

Consolidated   Foods  4.50    113  104% 

FMC  Corp.  2.25     597/8  43% 

Gulton  Industries  2.00   46  35 

Indian  Head  4.50       165  95 

International  Tel  &  Tel  C  4.00  201  170% 

Kerr-McGee  4.50    110%  797/8 

Lear-Siegler  2.25   70%  51 

Occidental  Petroleum  4.00  144%  107% 

Signal  Companies  2.20   80  59% 

Sybron  2.40  70  54% 

Teledyne  3.50 ..  200%  134 

Textron  A  2.08    56  37 

Transamerica  4.50  301  218% 

Trans  World  Airlines  2.00  367/8  26% 

Witco  Chemical  2.65   105%  67% 

Source:   Forbes;   R.H.M.  Associates.     'Approximate  time  of  stock  market  high. 


Percentage 

Decline 


240/0 

27 

29 

5 

23 

45 
33 
52 
31 
17 

20 
21 
51 
15 
26 

47 
35 
31 
45 
48 

44 
29 
23 
43 
26 

37 
1 
17 
56 
33 

38 
25 
33 
31 
16 
30 


Percentage 
Decline 


470/o 

50 
38 
21 
29 

15 
8 
27 
24 
42 

15 
28 
28 
26 
26 

23 
33 
34 
27 
28 
36 


,— Price  of  Common 
Market 
High'  Recent 


32 
58% 

46% 
27% 
24% 

48 

44 

41% 

49 

59% 

75% 

40% 

64 

80% 

50% 

31% 
37% 
27% 
53% 
57% 

80% 
18% 
46% 
47% 
43% 

26% 
45% 
47% 
63% 
537/8 

16% 

607/8 

36% 

36% 

52 

35% 


19 

41% 

33% 

20 

16% 

26% 
22% 
18 

24% 
47% 

60% 

31% 

29 

70% 

35% 

17% 

25% 

14 

24% 

28% 

44% 
12% 
37% 
25% 
28% 

15% 
51% 
37% 
16% 
28 

7% 
40% 
22% 
21% 
38 
22 


^Price  of  Common- 

Market 

High'  Recent 


49 

28% 
45% 
40 

53% 

63% 
42% 
42% 
39% 
46% 

60% 
115% 
27% 
49% 
40% 

36% 

48 

427/8 

39% 

48% 

43% 


26% 

15 

26 

33% 

37 

53% 
38% 
25% 
197/8 
26 

51% 

86 

20% 

36 

30% 

28% 
33% 
28% 
29% 
25% 
28 


Percentage 
Decline 

41% 

29 

28 

26 

33 

45 
49 
57 
49 
20 

19 
23 
55 
13 
30 

45 
33 
48 
54 
51 

45 
33 
20 
48 
34 

40 
+  14 
22 
74 
48 

52 
34 
39 
41 
27 
38 


Percentage 
Decline 


460/0 

47 

42 

17 

31 

15 
9 

39 
50 

44 

15 
25 
25 
27 
26 

22 
29 
34 
26 
47 
36 


r-_ — Bond  Yield , 

High'  Recent 


3.80/o 

3.5 

2.7 

5.5 

6.0 

1.2 
4.3 
2.7 
5.7 

4.2 

4.4 
2.9 
1.8 
1.8 

3.0 

2.1 
2.0 
4.8 
4.3 
2.8 

1.7 
4.1 
4.7 
4.0 
4.3 

2.5 
3.8 
4.3 
4.0 
3.9 

5.5 
5.5 
4.6 
4.3 
4.9 
4.5 


5.0o/o 

4.7 

3.8 

5.8 

7.8 

2.2 
6.5 
5.6 
8.2 
5.1 

5.5 
3.6 
3.7 
2.1 

4.1 

4.0 
3.0 
6.9 
8.0 
5.4 

3.1 
5.8 
6.1 
7.0 
5.8 

4.0 
3.8 
5.2 
9.2 
5.8 


7.3 
6.9 
6.3 
5.8 
6.5 


f—  Preferred  Yield  — , 
High0  Recent 


1-9% 

1.7 

2.8 

2.9 

2.5 

2.2 
4.0 
3.8 
4.3 
2.7 

20 
4.1 
3.2 
2.8 
2.8 

3.4 
1.7 
3.7 
1.5 
5.4 
2.5 


3.6% 

3.3 

4.5 

3.6 

3.5 

2.6 
4.3 
5.2 
5.7 
4.7 

2.3 
5.6 
4.4 
3.7 
3.7 

4.4 
2.6 
5.6 
2.1 
7.5 
3.9 
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The  Great  Retail  What-ls-lt 

Bert  Gamble  has  put  together  the  country's  most  diverse 
retailing  machine.  Now  the  problem  is  making  it  work. 


A  i  71.  Berlin  Clyde  Gamble  is  still 
the  colorful,  folksy  chairman  of  Gam- 
ble-Skogmo,  still  a  shrewd  and  ener- 
getic trader,  still — as  one  associate 
puts  it — "a  damn  good  sales  promo- 
tion man  and  a  great  merchant." 
(".ranted,  he  now  puts  in  a  shorter 
work  day  in  the  new  Gambles  build- 
ing just  outside  of  Minneapolis.  But 
this  is  not  just  a  concession  to  age: 
It  is  because  Bert  Gamble  has  turned 
over  his  empire  to  a  new  management 
team  to  which  he  has  given  the  simple 
message,  "I've  been  pretty  busy 
building  the  machine,  now  you  have 
to  make  it  work." 

And  impressive  it  is,  at  least  in  size. 
The  company  owns  more  than  1,000 
stores  and  franchises  more  Uian  3,200 
others  for  a  total  of  about  4,250  out- 
lets, more  than  any  other  U.S.  retailer 
except  A&P.  Last  year  Gamble-Skog- 
mo  sales  were  $1.14  billion,  including 
$406  million  from  its  recently  ac- 
quired Bed  Owl  supermarkets  and 
Snyder  drugstores;  most  of  the  rest 
came  from  hardware,  software,  mail- 
order, department  and  discount  stores 
under  the  Gambles,  Skogmo,  Aldens, 
McDonald's,  Tempo,  Buckeye  and 
Rasco  names  among  others.  Add  to 
these  a  bank,  an  insurance  company, 
an  auto  leaser,  a  travel  agency,  a 
securities  company,  and  two  finance 
companies,  and  you  have  27  divisions 
and  subsidiaries  of  Gamble-Skogmo, 
now  known  as  Gambles,  Inc. 

How  well  Gambles'  new  manage- 
ment can  make  this  massive  machine 
work  is  unclear.  So  far,  it  hasn't 
worked  well  at  all.  Gambles  has 
added  SI  billion  in  sales  since  a  1961 
low  ot  S141  million.  But  1968  per- 
share  earnings  were  only  $2.87  us. 
$2.49  in  1961,  hardly  conducive  to 
investor  confidence.  At  a  recent  price 
of  $24.50,  Gambles'  stock  is  selling  at 
around  only  eight  times  earnings  and 
at  about  half  of  its  1962  high  (see 
cltart,  page  33).  Ovei  the  same 
period,  Sears  and  Penney  have  each 
about  doubled  per-share  earnings, 
and  their  stocks  are  now  selling  at 
around  25  times  earnings  and  far 
above  their  1962  prices. 

The  plain  fact  is  that  Gamble  has 
been  too  busy  acquiring  new  com- 
panies— or  selling  old  ones — to  pay 
much  attention  to  mere  operations. 
Hence  Gamble-Skogmo  has  gotten 
bigger  but  not  better.  Says  Vice 
Chairman  Walter  H.  Davies  Jr.,  "We 
got  too  excited  about  becoming  a  bil- 
lion-dollar company,  and  we  were  not 


as  concerned  as  we  should  have  been 
about  current  earnings." 

The  Deal-Maker 

Since  the  first  store  was  opened  in 
St.  Cloud,  Minn,  in  1925,  the  com- 
pany grew  so  fast  that  by  the  end  of 
World  War  II  there  were  more  than 
2,000  Gambles  hardline  and  Skogmo 
softline  stores,  mostly  in  the  small 
towns  of  the  Midwest.  Bert  Gamble 
called  himself  America's  "Main  Street 
Merchant,"  but  his  first  love  was  mak- 
ing deals,  not  running  stores.  For 
example,  he  owned  and  then  sold  to 
the  late  Bobert  R.  Young,  what  is 
now  Investors  Diversified  Services. 

Perhaps  his  most  important  deal 
was  buying  control  of  Western  Auto 
Supply  in  1958.  But  when  the  Justice 
Department  objected,  Gamble  sold 
his  stock  (to  Beneficial  Finance)  in 
1960  for  $51  million,  almost  double 
what  he  had  paid  for  it.  "It  was  really 
selling  Western  Auto  that  put  us  into 
ail  these  other  businesses,"  says  Gam- 
ble. "We  had  to  keep  that  money 
busy." 

He  has  kept  it  busy,  all  right,  mak- 
ing acquisitions  by  the  handful.  The 
biggest  was  80%  of  Red  Owl,  a  North 
Central  supermarket  chain,  in  1967; 
the  most  recent  is  Bobertson  Bros.,  a 
South  Bend,  Ind.  department  store  ac- 
quired last  month.  But  their  most  com- 
mon characteristic  is  that  they  were 
often  marginally  profitable,  seldom 
dominant  in  their  markets  and  widely 
scattered  across  38  states  and  Canada. 

Given  this  melange,  it  was  no  won- 
der that  troubles  set  in.  "The  divi- 
sions," says  Gamble,  "were  all  run- 
ning their  own  shows:  signing  leases, 
building  warehouses,  buying  merch- 
andise. We  do  all  that  now.  We  have 
controls  we  never  had  before." 

The  company  also  has  management 
strength  it  never  had  before.  Gam- 
ble's only  son,  Jerry,  the  heir  appar- 
ent was  killed  in  an  accident  in 
1963.  So  Gamble  went  outside  the 
company  in  1967  to  bring  in  Andrew 
I  "diedden  from  Simpson-Sears  of 
Canada,  who  became  executive  vice 
president.  "We  thought  we  had  a  new 
president,"  says  Gamble,  "but  it  didn't 
work  out."  Other  executives  give 
Shcdden  credit  for  talent,  but  fault 
him  for  his  unshakeable  belief  in  his 
own  infallibility — perhaps  also  a  per- 
fect description  of  Gamble  himself. 

Shedden  left  Gambles  early  this 
year  to  become  president  of  National 
Bellas    Hess,    a    small    and    troubled 


Missouri  retail  chain.  In  June 
Gamble  finally  named  a  new  presi- 
dent, 50-year-old  James  A.  Watson, 
then  president  of  Bed  Owl.  At  the 
same  time  Gamble  created  two  vice 
chairmanships  and  four  senior  vice 
presidencies.  "Everyone  had  aspira- 
tions to  be  president,"  explains 
Gamble.  "But  no  one  had  Jim's  mer- 
chandising experience.  So  to  keep 
everyone  happy,  we  made  some  new 
titles." 

Watson  is  not  the  only  newcomer. 
Of  the  top  nine  officers,  only  two — 
Gamble  himself  and  Arthur  G.  John- 
son, executive  vice  president  for  buy- 
ing and  merchandising — are  company 
veterans.  The  others  came  from  Red 
Owl,  Sears,  Nationwide,  City  Prod- 
ucts and  Federated.  This  influx  re- 
flects years  of  neglect  on  Gamble's 
part  in  building  management  at  any 
level.  "We  didn't  do  a  good  job  of 
training  our  supervisors,*'  he  admits, 
"so  they  didn't  do  a  good  job  of  train- 
ing our  store  managers." 

The  Curse  of  Smallness 

Two  big  problems  have  been  com- 
pany-owned Gambles  stores  and  the 
Tempo  discount  stores,  both  too  small. 
Most  Gambles  branch  stores  cannot 
support  a  well-paid  professional  man- 
ager, whereas  the  30,000-square-foot 
Tempo  stores  are  too  small  to  carry  a 
lull  line  of  hard  and  soft  goods  plus 
major  appliances.  And  to  support 
credit  and  reporting  operations,  both 
Gambles  and  Tempo  stores  are  over- 
staffed with  non-selling  employees. 

For  the  Gambles  stores,  franchising 
seems  to  be  the  answer.  Says  Edwin  O. 
Wack,  senior  vice  president  for  fran- 
chising: 'The  interest  of  an  individual 
proprietor  is  magic  in  terms  of  trans- 
lating retail  revenues  into  profits.  The 
same  man  who  was  our  employed 
manager  will,  when  he  becomes  a 
franchiser,  find  ways  of  getting  things 
done  that  before  he  had  to  have  done 
from  the  outside.  And  he  is  much  less 
likely  to  over-invest  in  inventory,  fix- 
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tures  or  leasehold  improvements  be- 
cause he  hasn't  got  the  money.  It's  a 
wonderful  built-in  control  system." 
Wack  is  also  (since  Shedden's  de- 
parture) president  of  the  Tempo  di- 
vision, where  he  finds  a  different  prob- 
lem: "We  must  decide  what  we  want 
our  customers  to  believe  we  are.  And 
what  we  can  be  in  an  average  of 
30,000  square  feet.  If  we're  going  to 
be  a  Sears  or  a  Penney,  that's  one 
ball  game.  But  if  we  want  to  be  a 
Target  or  a  K-Mart,  then  we  cant 
also  do  all  the  things  that  Sears  and 
Penney  can  do." 

The  Big   Pencil 

Smallness  has  also  hurt  the  com- 
pany in  buying.  Each  division  bought 
separately,  with  the  buying  power  ot 


a  small  company  instead  of  a  billion- 
dollar  one.  "We  are  consolidating  our 
buying  and  merchandising,"  says  Ex- 
ecutive Vice  Fresident  Johnson.  "We 
will  have  one  buyer  instead  of  nine 
or  ten  representing  us  lor  each  line 
ol  merchandise.  And  that  buyer  will 
go  out  witli  a  very  big  pencil."' 

In  buying  hosiery,  for  example,  at 
one  time  70  people  bought  2,400 
Styles  from  260  sources;  today  one 
buyer  buys  the  same  quantity  ot 
hosiery,  but  in  only  200  styles  from 
20  sources.  Two  other  areas  ol  poten- 
tial savings  are  a  unified  corporate 
numbering  system,  which  is  being 
prepared,  and  consolidation  of  ware- 
houses and  height  deliveries,  under 
Study  by  a  consulting  firm. 

Wh.it  this  means,  of  course,  is  that 


BIGGER  BUT  NOT  BETTER 

Although  Gamble's  sales  increased  eightfold  from  1961  to  1968, 
net  earnings  per  share  have  only  edged  ahead  and  the  common 
stock  price  has  actually  dropped. 
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•1969  sales  and  earnings  figures  are  FORBES  estimates. 


Gambles'  new  management  is  trying 
hard  to  tighten  up  the  tremendous 
amount  of  corporate  slack  that  has 
dragged  down  earnings.  Until  recently 
Gambles  was  more  a  holding  than  an 
operating  company,  and  consolidating 
all  the  hits  and  pieces  into  one  effi- 
cient operation  will  lake  at  least  un- 
til late  next  year,  reckons  Johnson. 

Where  to  then?  Watson  sees  big 
opportunities  in  at  least  three  areas: 
The  so-called  "family  centers,"  com- 
plete shopping  centers  and  increased 
franchising.  The  family  center  is  a 
Red  Owl  supermarket  and  a  Snyder 
drugstore  plus  one  or  more  non-food 
outlets,  such  as  a  Tempo  or  a  Gambles 
stoic.  "In  small  towns,"  says  Gamble, 
"everything  starts  with  food.  That's 
why  we  wanted  Red  Owl." 

As  lor  the  shopping  center,  Watson 
and  Gamble  like  to  boast  that  the 
company  can  build  and  fully  occupy 
its  own  shopping  center,  with  either 
company-owned  or  franchised  stores. 
This  kind  ol  talk  frightens  some  Wall 
Street  analysts,  because  a  one-company 
shopping  center  that  turned  out  to  be 
a  dud  could  cost  the  sponsoring  com- 
pany dearly. 

A  more  comfortable  idea  is  franchis- 
ing. Gambles,  which  claims  to  be  the 
country's  largest  franchiser,  offers  fran- 
chises for  every  one  of  its  divisions, 
including  Red  Owl.  Says  Wack: 
There's  not  one  of  our  divisions  that 
doesn't  show  a  better  return  on  in- 
vested capital  in  its  franchising  opera- 
tions than  in  its  company-owned  op- 
erations." Today,  25%  of  Gambles' 
sales  are  from  franchising;  the  goal  for 
several  years  hence  is  50%  or  more. 

These  changes  show  promise,  but 
Gambles  has  survived  earlier  periods 
of  promise  without  notable  progress. 
Its  stores  are  mainly  small  and  tend 
to  be  second-  and  third-rankers  in 
towns  of  lesser  growth,  not  front- 
runners  on  the  outskirts  of  the  boom- 
ing metropolitan  centers.  By  having 
so  many  kinds  of  stores  under  differ- 
ent names,  Gambles  lacks  the  basic 
consistency  and  public  image  of  a 
Sears  or  Penney;  but  its  drive  for  cen- 
tralization could  well  deny  it  the  ad- 
vantages of  the  individually  operated 
department  store  groups  like  Fed- 
erated. And  finally,  the  company  is 
undertaking  major  changes  with  a 
management  corps  so  new  and  small 
that  the  departure  of  a  few  execu- 
tives could  be  crushing. 

Bert  Gamble,  of  course,  is  buoyant- 
ly optimistic — as  always.  "We've 
changed  radically,"  he  insists.  He 
hopes  Gambles  stock  goes  up,  not  just 
to  increase  his  fortune  but  so  he  can 
buy  some  more  companies — this  time 
department  stores  in  smaller  cities. 
Just  like  the  old  Bert  Gamble,  before 
the   company   changed   radically.  ■ 
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"They  Call  Me  Lucky" 

Says  Pittston  Co.  's  resolute  chairman  who  sold  neither  coal 
nor  company  when  prices  were  low.  He  relied  instead  on 
an  old  formula  and  on  an  old-fashioned,  long-range  view. 


The  stuff  that  the  dreams  of  would- 
be  MBAs  are  made  on  does  not  in- 
clude Joseph  P.  Routh.  Self-made  not 
business-school-trained,  old  (75)  not 
young,  a  gut  businessman  not  a  by- 
the-book  businessman,  Routh  rules 
with  an  iron  hand  the  Pittston  Co., 
the  nation's  largest  ($400  million  in 
sales)  independent  coal  company. 
Fashionable  his  tactics  may  not  be,  but 
successful  they  are  beyond  question. 

At  a  time  when  most  good  coal 
properties  were  being  acquired  by 
bigger  companies,  Pittston  not  only 
remained  independent  but  did  some 
acquiring  of  its  own.  Deeply  stamped 
in  Routh's  mind  is  a  simple  formula: 
It  takes  three-fourths  of  a  ton  of  coal 
to  make  one  ton  of  steel.  It's  very 
simple:  No  coal,  no  steel.  It  took 
Routh  a  lifetime  to  collect  Pittston's 
vast  reserves  of  metallurgical  coking 
coal,  without  which  steel  cannot  be 
manufactured.  During  his  lifetime 
coal  had  its  ups  and  downs,  but 
Routh's  faith  in  his  formula  never 
wavered.  If  coal  prices  were  low,  they 
must  recover.  Unlike  some  competi- 
tors, Routh  refused  to  take  shelter  in 
long-term  contracts  at  low  prices. 

The  Pittston  tale  is  not  for  those 
who  wince  at  Horatio  Alger  stories, 
who  recoil  from  companies  domi- 
nated by  a  man  born  when  Grover 
Cleveland  was  President.  Nor  is  it  for 
those  who  expect  earnings  gains  to 
come  regularly  quarter  by  quarter.  But 
Routh's  ability  to  play  a  waiting  game 
based  on  52  years  in  the  coal  busi- 
ness shows  that  acumen  backed  by 
experience  is  still  a  valuable  business 
commodity. 

American  coking  coal  is  the  highest 
quality  known.  U.S.  steel  companies 
hold  6085  of  domestic  production 
"captive"  for  their  own  use.  Of  the 
remaining  403!  for  the  general  mar- 
ket, Pittston  produces  one-third. 

Japan  imports  U.S.  coal  to  mix  in 
with  the  lower  grade  Australian  coal. 
Europe  needs  more  metallurgical  coal 
than  it  can  produce.  Worldwide  steel 
demand  is  soaring — and  Pittston's 
short-term  contracts  expire  in  January 
and  April  1970,  because  Joe  Routh 
wouldn't  sign  long-term  contracts. 
"Now  my  colleagues  are  calling  m« 
lnek> ,"  Routh  told  Forbes, 

Lucky?  Listen  to  this:  Routh  will 
not  discuss  contract  prices,  but  says 
he  will  stick  with  his  usual  customers 
rather  than  throw  his  coal  to  the 
highest   bidder.  That  does  not  mean. 
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however,  that  he's  giving  anything 
away.  "Our  customers  know  they'll 
have  to  pay  higher  prices,"  he  said, 
"and  I'm  the  one  who  sets  the  prices 
at  Pittston."  Industry  sources  give  a 
clue  as  to  how  high  those  new  con- 
tract prices  could  be.  Long-term  ( 10- 
to-30  year)  contracts  signed  in  the 
last  five  years  by  Pittston's  competitors 
have  ranged  from  $5.50  to  $6  a  ton. 
Sources  estimate  that  when  Pittston's 
12-  and  15-month  contracts  expire, 
prices  could  reach  $6.75  to  $7.50  a 
ton  for  the  domestic  market,  $10  to 
$12  a  ton  for  the  Japanese  or  Euro- 
pean buyers.  Wall  Streeters  feel  this 
could  add  $2.50  to  the  $3.38  per 
share  Pittston  earned  last  year. 

Routh,  who  put  himself  through 
Cornell  running  a  boarding  house  and 
late-night  snack  service,  learned  the 
coal  industry  as  a  New  York  office 
boy.  "While  other  coal  companies 
went  bankrupt,  I  saw  the  metal- 
lurgical coal  companies  making  mil- 
lionaires," he  says. 

In  the  Thirties  he  was  offered  the 

Routh  of  Pittston 


job  of  running  bankrupt  Pittston, 
which  then  was  selling  at  12V2  cents  a 
share.  "I  regarded  it  as  an  insult," 
Routh  recalled.  But  the  insult  was 
softened  when  Harvey  Gibson  of 
Manufacturers  Trust  Co.  (now  Man- 
ufacturers Hanover  Trust)  offered 
$10  million  in  credit — provided  Routh 
would  run  the  company.  "I  couldn't 
resist  the  challenge,"  smiled  Routh. 

He  let  his  gaze  wander  to  the  stacks 
of  the  generating  plants  visible  from 
his  Pan  Am  Building  office  in  New 
York.  A  gleam  came  into  his  eyes  as 
he  said:  "Even  the  generating  plants 
need  our  low-sulphur  metallurgical 
coal  now  to  avoid  pollution."  Which 
leaves  the  utilities  competing  with  the 
steel  companies  for  the  same  coal. 

Not  the   Ups-and-Downs 

Immediately  after  acquiring  Pitts- 
ton, Routh  unloaded  the  anthracite 
(home  fuel)  coal  holdings  and  yards 
and  the  search  for  metallurgical  coal 
was  on.  Routh  found  it  in  the  Clinch- 
field  Coal  Co.  of  Virginia.  "We  paid 
$30  a  share  for  that  coalfield.  It  is  50 
miles  wide  by  70  miles  long  and  we 
have  barely  tapped  the  reserves  yet," 
said  Routh. 

Pittston  continued  to  buy  metal- 
lurgical coalfields  until  1967,  one  year 
before  the  oil  companies  started  their 
coal  rush.  But  to  improve  his  usually 
doggy  earnings  picture,  Routh  had 
been  diversifying  too.  Though  he  had 
withdrawn  from  home  heating  with 
coal,  Routh  had  seen  the  ad',  ent  of 
oil  and  bought  the  oil  terminals 
around  Manhattan. 

Currently  Pittston  terminals  provide 
more  than  half  New  York  City's  heat- 
ing oil — more  than  all  the  major  oil 
companies  combined.  In  addition  Pitts- 
ton controls  35%  of  New  York  City's 
public  warehouses,  and  has  Brink's 
Inc.  armored  car  service  and  U.S. 
Trucking. 

With  assets  like  these  many  MBAs 
would  give  up  their  options  for  a 
crack  at  running  the  company.  But 
Routh  has  turned  to  the  industry — 
not  the  business  school — for  his  new 
president,  Nicholas  T.  Camicia,  53,  a 
mining  engineer  who  started  off  as  a 
mine  laborer.  He  joined  Pittston  in 
April  after  running  General  Dynamics' 
coal  group  for  five  years. 

"The  coal  industry  is  a  paradoxical 
one,  you  know,"  Routh  said.  By 
which  he  meant — he  explained — that 
the  ups  and  downs  tend  to  obscure 
the  fact  that  the  long-term  trend  must 
be  up,  up,  up — at  least  for  metallur- 
gical coal.  The  inference  being  thai 
hot-shot  MBA's  are  likely  to  worry 
so  much  about  the  up-and-down 
squiggles  that  they  won't  see  the 
long,  upward  sweeps.  ■ 
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Are  all 
gasolines  alike? 

Texaco  replies:  No! 


Gasolines  are  as  individual  as  fingerprints.  They 
differ  from  each  other  in  octane  rating,  volatility,  sta- 
bility, other  ways. 

Quite  frankly,  some  gasolines  are  better  than 
others.  Texaco  Sky  Chief  is  rated  as  one  of  the  very 
best. 

Quality  varies  with  the  manufacturer's  commit- 
ment to  research,  his  technological  ability,  his  refining 
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facilities.  And  with  his  sense  of  responsibility  to  the 
public.  Texaco  fulfills  its  obligations  faithfully  in 
each  of  these  areas. 

Quality  varies,  also,  with  the  number,  amount, 
and  effectiveness  of  the  various  additives  used  to  en- 
hance the  natural  properties  of  standard  ingredients 
available  to  all  competing  companies. These  additives 
protect  the  engine  and  improve  its  performance  and 
mileage. 

Photographed  here  are  various  additives  used  in 
different  blends  of  Texaco  gasolines.  Some  of  them  are 
exclusive  to  Texaco.  No  gasoline,  except  Texaco,  has 
them  all. 

After  years  of  research  and  development,  Texaco 
recently  introduced  an  additive  —  different  from  any 
other.  It  is  known  as  TFA-318. 

Because  of  this  additive,  Sky  Chief  gasoline  does 
one  thing  better  than  any  other  leading  gasoline. 

It  minimizes  the  build-up  of  valve  deposits. 

With  fewer  deposits,  the  chance  of  major  engine 
repair  is  much  less.  And  with  fewer  deposits,  an  en- 
gine can  use  less  gasoline. 

Thus,  Sky  Chief  can  drive  down  the  cost  of  driv- 
ing for  millions  of  motorists. 

One  more  example  of  the  fact  that  all  gasolines 
are  not  alike.  And  one  more  reason  why  it  pays  to 
trust  your  car  to  the  man  who  wears  the  star. 


Texaco  offers  challenging  careers  to  qualified  col- 
|TCy  Af*n|   lcSe  graduates.  Write  to  Recruiting  Coordinator, 
'I  Texaco  Inc.,  Box  52332,  Houston,  Texas  77052. 
An  Equal  Opportunity  Employer. 
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The  jet  engine: 

what  else  can  you 

do  with  it  ? 


A  fet  engine  does  lots  more  than 

fly  you  to  far  away  places. 

Look  around:  Our  jet-powered 

generators  help  provide  electrical 

power  for  cities.  Sleek  new 

TurboTrains  use  our  jet  engines. 

Big  pipelines  use  jet  power 

to  pump  gas  long  distances 

quickly  and  economically. 

And  United  Aircraft  jets  have 

gone  to  sea,-  giant  freighters 

powered  by  jets  are 

setting  speed  records. 

So,  while  working  towards  an 

ideal  transportation 

system— coordinated, 

efficient— we're  also  working 

on  new  ways  for  our  jet  engines 

to  serve  you.  Here  at 

United  Aircraft.  Where 


The  Early  Bird 


The  swing  to  nuclear  power  plants  has  diminished.  Where  does  this 
leave  Commonwealth  Edison,  which  ordered  more  of  them  than  anyone? 


Thhke  years  ago,  in  1966,  there  was 
a  boom  in  nuclear  generating  plants. 
For  the  first  time,  utility  companies 
ordered  more  nuclear  plants  than  fos- 
sil-fuel plants  (coal,  oil,  gas).  The 
boom  continued  through  1967,  with 
orders  for  nuclear  plants  rising  to 
30  plants  with  a  capacity  of  25  million 
kilowatts.  Then  last  year  the  boom 
seemed  to  go  bust.  Nuclear  orders 
dropped  oft  53%  and  fossil-fuel  or- 
ders swung  back  into  the  lead. 

What  happened?  It  had  seemed 
obvious  to  nearly  everyone  that  nu- 
clear plants — clean,  efficient,  with 
promise  of  large  future  cost  savings 
— were  the  wave  of  the  utility  future. 
Ask  Chicago's  big  Commonwealth 
Edison  Co.,  which  is  more  heavily 
committed  to  nuclear  power  than  any 
utility  in  the  country.  Commonwealth, 
under  Chairman  J.  Harris  Ward,  got 
into  nuclear  power  early;  by  1973 
its  plans  call  for  40%  of  its  entire 
generating  capacity  to  be  supplied  by 
seven  nuclear-fueled  plants.  No  won- 
der the  surprise,  then,  when  Common- 
wealth   last    year    suddenly    up    and 


Late.  Seven  stories  tall, 
the  reactor  vessel  for  Com- 
monwealth Edison's  sec- 
ond nuclear  plant  finally 
was  delivered  in  Decem- 
ber   1968,    12    months    late. 


ordered  a  new,  $160-million  coal- 
fired  plant,  Powerton  5  at  Pekin,  111. 
It  had  no  choice.  Its  ambitious  nuclear 
program  had  fallen  way  behind  sched- 
ule and  the  costs  were  escalating 
rapidly.  If  it  was  going  to  keep  the 
lights  burning  in  Chicago  it  had  to  go 
with  a  new  plant  it  knew  could  be 
built  on  time  and  at  a  reasonable  cost. 

"The  delays  forced  us  to  double- 
build,"  says  Ward.  In  addition  to 
Powerton  5,  Ward  is  also  having  to 
build  gas-  and  oil-fired  "peaker"  plants 
with  a  total  capacity  of  803,000  kilo- 
watts for  $72.2  million. 

Commonwealth's  plight,  essentially, 
is  the  plight  faced  by  other  utilities, 
though  on  a  somewhat  different  scale. 
The  most  immediate  problem  is  a 
technical  one:  building  reactor  ves- 
sels for  nuclear  plants  whose  welded 
seams  can  withstand  the  required 
stresses.  Other  technical  problems  are 
also  causing  delays.  Together  with 
the  general  inflationary  trend,  these 
difficulties  are  rapidly  increasing  the 
cost  of  new  nuclear  facilities.  The 
main  difference  is  that  Commonwealth 
got  in  early,  when  General  Electric 
and  Westinghouse  were  competing 
vigorously  for  a  foothold  in  nuclear 
generation.  It  was  able  to  contract 
for  four  turnkey  (ready-to-operate) 
plants  at  an  average  cost  of  $120 
per  kilowatt,  or  a  total  of  $380  mil- 
lion. With  no  escalation  clauses  in 
the  contracts,  those  prices  will  hold, 
even  though  the  same  plants  today 
would  be  priced  at  perhaps  $190  per 
kilowatt,  or  $580  million.  That  leaves 
Ward  about  $200  million  ahead,  and 
explains  why  GE  and  Westinghouse 
no  longer  make  turnkey  contracts. 

It  would  therefore  be  argued  that 
Ward,  who  was  considered  reckless 
by  some  utility  men  in  plunging  into 
nuclear  plants  in  such  a  big  way, 
should  have  been  even  more  reckless. 
But  if  he  had,  of  course,  his  trouble 
with  delays  in  getting  nuclear  plants 
into  operation  would  be  just  that 
much  worse.  Still,  Ward  says  he  is  not 
disillusioned  about  nuclear  plants.  Nor 
does  he  think  the  current  trend  back 
toward  fossil-fuel  plants  will  hold. 

The  reason,  he  says,  is  his  experi- 
ence with  the  one  nuclear  plant  he 
now  has  in  operation,  Dresden  1 
near   Morris,   111. 

It  has  convinced  him  that  nuclear 
power  is  more  economical  than  coal 
power.  The  savings  are  in  the  cost  of 
fuel.  And  they  should  be  even  greater 
at    Dresden    2,    which   is    four    times 
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larger  and  was  originally  due  to  be 
operating  last  spring.  Trouble  is, 
Dresden  2  won't  be  operating  until  at 
least  January  of  1970. 

Ward  anticipates  similar  delays  for 
the  other  plants,  mainly  because  of 
late  delivery  of  reactor  vessels,  which 
contain  the  reactor  cores.  Two  of 
the  three  remaining  809,000-kilowatt 
plants — Dresden  3  and  Quad  Cities 
1^— originally  were  planned  for  1970, 
and  a  third,  Quad  Cities  2,  was  due 
in  1971.  In  the  next  round,  mammoth 
1.1 -million-kilowatt  Zion  1  and  Zion 
2  are  tentatively  planned  for  1972 
and  1973.  Understandably,  Ward  has 
an  anxious  eye  on  Dresden  2.  "If  it's 
operating  beautifully  by  the  end  of 
next  April,"  he  says,  "we  will  feel 
much  more  confident  about  the  next 
five  or  six  years." 

Logical  but   Crowded 

Despite  the  delays,  however,  Ward 
can  point  to  some  real  advantages  in 
being  among  the  "avant  garde."  For 
one  thing,  Commonwealth — certainly 
not  the  epitome  of  corporate  excite- 
ment— has  attracted  a  large  number 
of  young  nuclear  engineers,  simply 
because  the  company  is  one  of  the 
first  to  actually  be  working  with  nu- 
clear energy.  The  need  to  train  the 
youngsters  has  already  led  Common- 
wealth into  one  small  diversification. 
Ward  has  established  with  Westing- 
house Electric  a  school  to  train  opera- 
tors of  nuclear  generators  employed 
by  other  utilities. 

Ward  expects  that  Commonwealth's 
stake  in  nuclear  power  will  lead  it 
into  diversified  nuclear  operations. 
"Somebody  has  to  mine  the  uranium," 
he  says.  "Somebody  has  to  take  it 
through  the  processing  stages.  Some- 
body has  to  fabricate  the  fuel.  It  has 
to  be  reprocessed.  If  you  go  into  the 
nuclear-power  business,  there  are  all 
sorts  of  opportunities  available  to  you 
in  the  nuclear  cycle."  Logical,  but  this 
is  the  same  course  on  which  the  likes 
of  Kerr-McGee,  United  Nuclear,  GE 
and  Westinghouse  are  far  ahead. 

Ward  knows  what  he's  doing,  how- 
ever. Under  him.  Commonwealth  Edi- 
son last  year  had  a  13.3%  return  on 
equity  that  was  two  points  above  the 
industry  average,  and  over  five  years 
has  always  outpaced  the  average. 
Maybe  nuclear  problems  are  current- 
ly making  it  hard  to  equal  1968's 
profits.  But  Ward  remains  convinced 
that  the  problems  are  short  range. 

"I  have  the  same  faith  in  nuclear 
power  as  the  first  flyer  had  in  the  air- 
plane," he  says.  "Of  course,"  he  adds, 
"when  the  airplane  was  being  devel- 
oped, some  people  wanted  to  build 
dirigibles,  and  some  people  wanted  to 
keep  on  walking."  ■ 
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Would  you  ask 

National  Lead  to  help  you 
get  out  of  town? 


Everybody  seems  to  be  going  someplace  else. 
On  jumbo  jets.  High-speed  trains.  Superliners.  Supercars. 
Everybody  seems  to  be  going  someplace  with  National  Lead. 
One  of  our  subsidiaries  makes  titanium,  the  space-age  metal 
for  jetcraft.  One  of  our  divisions  makes  the  bearings  without 
which  trains  couldn't  run,  much  less  run  fast.  Marine  protec- 
tive-paint systems  depend  on  National  Lead  pigments,  as  do 


today's  longer-lasting  auto  finishes.  And  you'll  find  National 

Lead  die-cast  and  molded  plastic  parts  in  or  on  everything 

from  autos  to  pogo  sticks. 

Transportation's  just  one  of  our  many  involvements.  To  find 

out  more,  write  for  our  latest  Annual  Report.  National  Lead 

Company,  111  Broadway,  New  York,  N.Y.  10006. 

If  movement's  your  motive,  check  us.  We're  going  places. 


U.S.  Divisions:  American  Bearing  •  Baroid  •  Delore  •  Doehler-Jarvis  •  Evans  Lead  •  Goldsmith  •  Landover  Manufacturing  •  Magnus  Metal  •  Master  Metals  • 
Metal  •  Nuclear  •  Paint  •  Pigments  and  Chemicals  ■  Southern  Screw  •  Steel  Package  •  Texas  Mining  and  Smelting  •  Titanium  Alloy  Manufacturing  • 
Titanium  Pigment  •  Tool  and  Engineering  •  U.S.  Subsidiaries  and  Affiliates:  Aluminum  Match  Plate  Corp.  •  Amos-Thompson  Corp.  •  Cochrane  Foundry,  Inc.  • 
Edgar  Plastic  Kaolin  Co.  •  Floating  Floors  Inc.  •  Lake  View  Trust  and  Savings  Bank  •  Morris  P.  Kirk  &  Son,  Inc.  •  National  Lead  Company  of  Ohio  •  Pioneer 
Aluminum.  Inc.  •  R-N  Corp.  •  The  Baker  Castor  Oil  Co.  •  The  Bunting  Brass  &  Bronze  Co.  •  The  Chas  Taylor's  Sons  Co.  •  Titanium  Metals  Corporation  of  America 
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Blindfold  your  secretary 

and  find  out  if  the 

towels  you're  using 

are  as  soft  as 

Fort  Howard's. 


The  softer  the  towel,  the  better 

the  quality.  Today  all  quality 

towels  have  good  absorbency 

and  wet  strength.  The 

difference  between  good 

quality  towels  and  top  quality 

towels  is  softness. 

Softness  is  a  personal 
thing.  There  are  laboratory 
tests  to  tell  you  which  is 
the  softer  towel. 

But  laboratories  don't  use 
towels,  people  do.  And  they 
use  softer  towels  longer. 
I  So  they  use  less. 

And  when  it  comes  to  softness  our  Pal mer?  Handi- 


fold"  towel  is  the  softest  C-fold  towel  you  can  buy. 
Test  it  yourself.  Blindfold  your  secretary.  Then 
give  her  a  Palmer''  Handifold®  towel  and 
one  of  the  towels  you're  now  using. 
Ask  her  to  rub  them  between  her 
fingers  and  tell  you  which  one's 
softer.  She'll  probably  choose  the 
Fort  Howard  towel. 
Need  a  blindfold?  Write  us  on 
your  business  letterhead  and  we'll 
send  one  of  our  men  over  with  a 
"Softness  is  a  Personal  Thing"  test  kit. 
It  contains  a  blindfold  and  a  sample  of 
Palmer®  Handifold®  towels.  Everything 
you  need  to  make  the  test. 
Except  the  secretary. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 
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The  Hill  mans  of  Pittsburgh 

A  gut  businessman.  Hart  Hill  man  built  a  fortune  in  the  coal,  iron  and  steel  busi- 
ness. A  cool  intellectual,  his  son  Henry  has  expanded  that  fortune  many  fold. 
To  the  father,  business  was  one  big  brawl.  To  the  son,  it  is  a  kind  of  chess  game. 

Henry  Lea  Hillman  is  only  the 
second-richest  man  in  Pittsburgh,  and 
a  poor  second  at  that,  but  since  Rich- 
ard King  Mellon  ranks  first,  Hillman 
is  nonetheless  one  of  the  richest  men 
in  America.  He  is,  in  fact,  worth 
something  like  S300  million,  most  of 
which  is  in  solid  value,  rather  than 
in  inflated  stock-market  paper. 

Yet  so  little  is  known  about  him  that 
when  two  of  his  companies  were  in- 
volved in  a  recent  effort  to  save  Piper 
Aircraft  from  the  unwelcome  atten- 
tions of  Chris  Craft  Corp.,  none  of  the 
newspaper  reports  even  mentioned 
Hillman's  name.  Chances  are  that 
their  editors  and  reporters  had  never 
heard  of  him.  "Henry  Hillman?" 
asked  a  fellow  Pittsburgh  industrial- 
ist recently.  "Well,  of  course,  he's  in 
coke  and  chemicals."  The  fact  is  that 
Hillman  is  no  longer  in  either. 

"We  just  really  have  never  liked 
publicity,"  Hillman  declares,  "and 
have  tried  to  avoid  it.  It  serves 
no  purpose,  being  in  the  limelight. 
It's  easier  to  operate  without  getting 
your  name  in  the  papers  or  Forbes 
magazine  or  anyplace  else."  Actually, 
the  Hillman  name  does  get  into  the 
newspapers  but  not  in  connection 
with  business.  Elsie  Hillman — Henry's 
wife — is  chairman  of  the  Allegheny 
County  Republican  Party.  Henry  him- 
self is  president  of  the  Allegheny 
Conference  on  Community  Develop- 
ment, the  Pittsburgh  establishment's 
vehicle  for  fighting  urban  decay.  And 
the  Hillmans,  of  course,  were  pri- 
marily responsible  for  the  recently 
completed  S12-million  Hillman  Li- 
brary at  the    University  of  Pittsburgh. 

What  is  little  known,  however,  is 
that  through  Hillman  Land,  the  fam- 
ily investment  holding  company  (re- 
cently renamed  the  Hillman  Co. ) ,  Hen- 
ry Hillman  owns,  controls  or  otherwise 
influences  enough  other  companies  to 
make  most  conglomerators  green  with 
envy.  He  is  a  director  of  no  less  than 
ten  major  companies,  including  Na- 
tional Steel,  Cummins  Engine  and 
Chemical  Bank.  Through  Pittsburgh 
Coke  &  Chemical,  he  either  owns  or 
controls  half  a  dozen  fair-sized  com- 
panies, involved  in  such  diverse  areas 
as  concrete  pipe,  sporting  goods, 
power  shovels,  aircraft  parts  and  air 
transport.  He  is  the  largest  stock- 
holder in  the  Pittsburgh  National 
Corp.,  the  town's  second-largest  bank 
(after  the  Mellon  National,  naturally); 


(after  the  Mellon  National,  naturally); 
Texas  Gas  Transmission;  Global  Ma- 
rine; Wheeling  Pittsburgh  Steel;  and 
Copeland  Refrigeration.  In  addition,  he 
has  large  and  strictly  private  holdings 
in  real  estate  (including  Pittsburgh's 
37-story  Grant  Building),  barges,  coal 
brokerage,  Texas  and  Louisiana  oil 
and  gas,  and  assorted  small  manufac- 
turing operations.  Not  counting  the 
companies  that  Hillman  merely  in- 
fluences as  a  director,  the  Hillman 
empire  had  combined  revenues  last 
year  of  roughly  SI  billion,  assets  of 
around  S3  billion. 

Founded  by  Henry  Hillman 's  father, 
John  Hartwell  Hillman  Jr.,  the  Hill- 
man fortune  is  a  rare  example  of  real 
financial  continuity.  After  more  than 
a  half  century,  the  Hillman  fortune  is 
still  growing — not  through  the  minis- 
trations of  sharp  young  hired  hands 
as  in  the  case  of  the  Rockefeller  and 
the  Kennedy  fortunes,  but  under  the 
daily  guidance  of  Henry  Hillman  him- 
self. Inheritor  though  he  may  be,  he 
is  also  one  of  the  most  able  business- 
men in  the  U.S.  today. 

"CRUMBS   FROM 

THE   MELLON   TABLE" 

The  Hillmans  of  Pittsburgh  are  an 
old  family,  having  arrived  in  the  U.S. 
as  early  as  1670.  Like  the  Harrimans 
and  the  Mellons  who  came  afterward, 
they  were  farmers  who  only  later 
found  their  way  into  business.  When 
that  happened,  they  became  black- 
smiths first,  then  forge  operators  and 
finally  iron  workers. 

By  the  time  Che  Civil  War  broke 
out,  Daniel  Hillman,  the  first  Hillman 
to  make  any  large-scale  success  in  busi- 
ness, had  established  a  rolling  mill  in 
Kentucky  that  turned  out  some  of  the 
best  boiler  plate  and  bar  iron  made 
in  the  U.S.  The  war  ruined  him,  as 
it  did  most  other  Southern  indus- 
trialists, but  he  managed  to  rees- 
tablish himself  afterwards,  and  some 
time  before  his  death  he  acquired 
the  coal  and  iron  ore  properties  near 
Birmingham,  Ala.,  that  his  younger 
son,  Thomas  Tennessee  Hillman,  was 
to  use  as  the  foundation  of  the  mighty 
Tennessee  Coal,  Iron  &  Railroad  Co., 
now  U.S.  Steel's  southern  unit.  In 
Daniel  and  T.  T.  Hillman  were  the 
first  signs  that  the  Hillmans  might 
possess  extraordinary  business  talents. 

Daniel's  older  son,  John  Hartwell 
Hillman,  who  was  Henry  Lea  Hill- 
man's  grandfather,  started  out  in  the 
family  business  but  in  1886,  after  his 
father's  death,  he  moved  to  Pittsburgh 
and  set  himself  up  in  the  coal  and 
coke  brokerage  business.  In  those 
days,  Pittsburgh  was  making  million- 
aires by  the  dozen — Mellons,  Fricks, 
Camegies — but  J.  H.  Hillman  wasn't 


among  them.  He  loved  horses  more 
than  he  did  business,  and  he  lacked 
both  the  interest  and  the  drive  to 
propel  himself  and  his  family  into  the 
ranks  of  the  very  rich.  But  his  son, 
J.  H.  Hillman  Jr.,  the  man  who  was  to 
become  Henry  Hillman's  father,  had 
drive  enough  for  ten  men. 

Hart  Hillman — as  he  was  called  to 
distinguish  him  from  his  father — 
began  selling  coke  and  pig  iron  when 
he  was  18,  and  after  his  father's  death, 
joined  with  a  younger  brother,  Ernest, 
and  Arthur  B.  Sheets  in  forming  J.  H. 
Hillman  &  Sons.  It  was  a  company 
that  was  to  become  very  nearly  as  in- 
fluential in  Pittsburgh  business  affairs 
as  T.  Mellon  &  Sons  had  been  a  half 
century  before. 

"I  just  took  the  crumbs  from  the 
Mellon  table,"  Hart  Hillman  used  to 
say,  but  even  the  crumbs  were  sizable. 
in  less  than  a  half  century,  he  created 
a  second  great  industrial  empire  in 
Pittsburgh.  It  encompassed  coal,  iron 
and  steel,  chemicals,  natural  gas, 
transportation,  manufacturing,  banks, 
investments  and  real  estate.  The  Hill- 
man empire  was  neither  so  large  nor 
so  diverse  as  the  Mellons',  and  it  cre- 
ated no  Gulf  Oil  or  Alcoa.  Instead, 
it  emerged  from  the  bits  and  pieces 
of  other  men's  failures,  opportunities 
missed  and  companies  ruined  and 
bankrupted.  What  is  most  remarkable 
is  that  it  could  have  been  done  at  all 
so  late  in  the  history  of  U.  S.  capi- 
talism. The  Hillmans  almost  missed 
the  bus  but,  having  caught  it,  rode 
it  to  the  very  end  of  the  line. 

The  fact  is  that  J.  H.  Hillman  Jr. 
was  the  last  of  Pittsburgh's  great  in- 
dustrial tycoons.  In  1898,  when  he 
first  began  selling  coal  and  coke,  Pitts- 
burgh businessmen  still  lived  by  the 
law  of  the  jungle,  and  Hart  Hillman 
learned  to  operate  by  those  laws.  Iron- 
ically, this  was  the  very  time  when 
the  robber  barons  on  whom  Hart  Hill- 
man modeled  himself  were  beginning 
to  yearn  for  respectability.  In  the 
Twenties,  when  the  Hillman  fortune 
was  mounting  rapidly,  the  Carnegie 
philanthropies  were  already  well  es- 
tablished, the  Rockefellers  had  begun 
their  great  work  in  conservation,  while 
the  Mellons  had  already  begun  plan- 
ning the  National  Gallery  of  Art. 

Hart  Hillman  was  not  well  beloved 
in  his  home  town.  He  built  his  for- 
tunes in  a  world  where  the  robber 
baron  had  gone  out  of  fashion.  "At  the 
time  he  was  growing  up  as  a  business- 
man," his  son  Henry  says  gingerly, 
"people  operated  differently  from 
what  they  do  today.  Their  methods 
were  a  lot  rougher,  and  in  later  years 
he  tended  to  be  rougher  and  tougher 
than  a  lot  of  his  contemporaries." 

Even  in  memory,  Hart  Hillman 
seems  to  come  out  of  an  earlier  time, 


redolent  of  cigar  smoke,  frosted  glass 
and  oak-wainscotted  offices.  He  al- 
ways worked  in  his  vest  and  shirt 
sleeves,  his  coat  off,  but  his  hat  on — 
and  a  derby  hat  at  that.  He  got  into 
the  office  early,  left  it  late  and  rarely 
got  out  for  lunch.  "He  was  one  hun- 
dred percent  business,"  as  one  friend 
puts  it,  "one  hundred  percent  work. 
He  didn't  have  any  social  life  to  speak 
of.  He  didn't  play  golf  or  support  the 
symphony.  He  didn't  hang  out  at  the 
Duquesne  Club,  and  he  wouldn't  have 
been  caught  dead  in  Rolling  Rock, 
where  the  Mellon  crowd  circulated. 
Hell,  they  wouldn't  have  let  him  in." 

He  was  a  big  man,  six-feet-two  or 
three,  with  a  personal  style  to  match. 
He  was  profane  and  earthy,  brusque, 
inclined  to  rant  and  rave,  to  play  the 
bully.  "He  was  always  in  a  hurry," 
his  son  recalls.  "I  think  that  created  a 
lot  of  his  impatience  and  frustration 
with  people.  He  always  wanted  to 
force  things."  And  he  hated  publicity. 
As  one  old  employee  recalls,  "The  first 
thing  Hart  Hillman  said  when  I  went 
to  work  for  him  was,  'You  know,  I 
hire  public  relations  people  to  keep 
me  out  of  the  press.  That's  different 
than  others,'  and  he  emphasized  that 
whatever  he  did  or  whatever  I  was 
going  to  be  doing  with  him  was  never 
to  be  made  public." 

"He  was  just  a  damned  aggressive 
businessman,  and  I  guess  he  kicked  a 
few  people  around,"  says  William 
Renchard,  chairman  of  New  York's 
Chemical  Bank,  in  which  the  Hill- 
mans have  had  an  important  interest 
for  two  generations.  "He  was  a  big 
man,  and  he  was  very  strong.  Very 
strong-footing.  And  tall.  A  very  force- 
ful man.  In  that  environment,  any- 
body who  put  together  a  bundle  as 
big  as  J.  H.  Hillman  did  was  bound  to 
rub  some  people  the  wrong  way." 

"He  was  a  very  tough  operator," 
says  George  M.  Humphrey,  Eisen- 
hower's Secretary  of  the  Treasury  and 
former  chairman  of  Hanna  Mining, 
who  was  associated  with  Hillman  in 
several  deals.  "He  was  smarter  than 
most  people  and  worked  harder  and 
out-traded  a  lot  of  them,  and  that's 
what  they  objected  to.  But  we  never 
had  any  trouble  of  any  kind." 

Coal  Mines  and  Bank  Shares 

The  formation  of  J.  H.  Hillman  & 
Sons  in  1913  marked  the  beginning  of 
the  Hillman  fortune.  Eager  to  protect 
himself  both  on  the  demand  and  sup- 
ply side,  Hillman  branched  out  be- 
yond the  brokerage  business  into  the 
ownership  of  coal  mines,  barges,  coke 
ovens  and  blast  furnaces.  "This  was 
the  era  when  people  could  really  make 
money  in  the  coal  fields,"  says  Michael 
Budzanoski,  president  of  the  United 
Mine  Workers'  Pittsburgh  Office.  "It 
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was  a  vicious  business,  and  you  had 
to  be  on  your  toes  or  you  ended  up 
in  the  gutter." 

Hillman  stayed  on  his  toes.  Within 
20  years  he  had  established  himself 
as  one  of  the  Big  Four  in  the  coal 
industry — along  with  Pittsburgh  Coal, 
Union  Collieries  and  Westmoreland 
Coal.  By  1935  the  various  Hillman 
companies  operated  15  mines,  pro- 
duced 1.1  million  tons  of  coal  a  year, 
and  boasted  reserves  of  more  than 
225  million  tons. 

Hillman's  great  ambition  in  those 
days  was  to  win  first  place  in  the  coal 
industry,  and  during  the  Depression 
he  tried  repeatedly  to  take  over  the 
industry's  largest  producer,  Mellon- 
controlled  Pittsburgh  Coal.  Pittsburgh 
Coal  was  losing  money,  and  the  Mel- 
Ions  no  longer  had  much  interest  in  it. 
"Hart  worked  very  hard  to  make  a 
deal  with  the  Mellons  for  Pittsburgh 
Coal,"  George  Humphrey  recalls. 
"Then  he'd  really  be  in  the  coal  busi- 
ness." But  the  Mellons  refused  to  sell. 
That  was  their  privilege  and  his  mis- 
fortune. It  was  not  George  Humph- 
rey's misfortune,  however.  A  few  years 


later,  Humphrey's  M.  A.  Hanna  Co. 
acquired  Pittsburgh  Coal  which,  as 
Consolidation  Coal,  became  the  larg- 
est and  most  profitable  coal  producer 
in  the  world. 

As  his  Pittsburgh  Coal  gambit  sug- 
gests, for  Hillman  depressions  were 
always  as  much  opportunities  as  they 
were  hazards.  It  was  no  accident 
that  most  of  the  important  Hill- 
man coal  ventures — Hecla  Coal  & 
Coke,  a  1917  consolidation  of  four 
companies;  Hillman  Coal  &  Coke,  a 
1924  consolidation  of  six  others; 
Emerald  Coal  and  Coke,  1931;  and 
W.  J.  Rainey,  1939 — came  under  Hill- 
man's  domination  in  the  wake  of  ma- 
jor recessions.  Hillman  always  kept 
cash  on  hand  for  picking  up  bargains. 
Even  in  the  late  Forties,  when  the  coal 
industry  was  in  chaos  and  Hillman 
himself  had  begun  to  withdraw  from 
coal  production,  he  was  trying  to  pick 
up  for  back  taxes  a  2,600-acre  tract  in 
Greene  County,  Pa.  that  had  once  been 
part  of  the  Thompson  coal  empire. 
"He  knew  the  value  of  cash,"  says  Brit- 
ish-born D.G.  (for  Douglas  George) 
Sisterson,     75,     his     accountant     for 


four  decades  and  now  chairman  of 
the  Hillman  Co.,  "and  he  didn't  go 
any  deeper  into  debt  than  he  had  to. 
In  other  words,  he  didn't  believe  too 
much  in  leverage." 

In  a  depression,  of  course,  the  real 
trick  is  to  distinguish  value  from  price, 
to  tell  a"  potential  bargain  from  a  po- 
tential bankrupt.  But  Hillman  had  the 
knack.  In  1931,  for  instance,  when  he 
decided  to  buy  up  the  Emerald  mine 
and  its  adjoining  coal  lands,  some  of 
his  partners  thought  he  was  crazy.  The 
property,  after  all,  was  failing.  But  Hill- 
man saw  the  Emerald's  inherent  worth 
— its  enormous  reserves  of  high  qual- 
ity metallurgical  coal,  its  strategic 
location  on  the  Monongahela  River — 
and  bought  it  anyway.  "He  could  see 
the  long-range  success  of  that  proper- 
ty," Sisterson  says,  "as  against  others." 
Now  under  lease  to  Gateway  Coal, 
the  Emerald  mine  returns  the  Hillman 
Co.  around  $1.8  million  in  annual 
royalties. 

Hillman's  rougher  side  also  showed 
up  during  the  Depression  in  his  talent 
for  buying  out  minority  stockhold- 
ers   at    extremely    favorable    prices. 


STRIP  MINE  CONSERVATIONIST 


"I  had  none  of  the  thrust  that  my 
brother  had,"  James  Frazer  Hill- 
man says.  "I  liked  to  play,  and  I 
didn't  put  forth  very  much  more 
work  than  I  had  to."  Certainly  Jim 
Hillman's  thrust  was  different  from 
his  brother  Hart's,  as  it  was  differ- 
ent from  his  brother  Ernest's,  who 
quit  J.H.  Hillman  &  Sons  in  1945 
and  went  into  politics.  One  of  the 
coal  industry's  pioneering  strip 
miners,  Jim  Hillman  is  also  one  of 
the  U.S.'  foremost  conservationists; 
he  was  directly  responsible  for  the 
passage  of  Pennsylvania's  pioneer- 
ing strip-mining  law  six  years  ago 
— an  achievement  that  one  day 
may  loom  as  of  far  greater  impor- 
tance than  any  business  success. 

Jim  Hillman  wanted  to  be  a 
writer  originally,  but  60  years  ago, 
at  least  in  liis  set,  that  was  about 
as  preposterous  a  notion  as  propos- 
ing to  go  into  the  circus.  So  Jim 
Hillman  worked  for  his  brothers 
for  a  time,  and  (lien  in  1934  took 
the  modest  inheritance  his  mother 
had  left  him  and  bought  up  Har- 
mon Creek  Coal,  a  strip-mining 
operation  near  Burgettstown,  Pa. 

In  the  Thirties,  Jim  Hillman  was 
as  rapacious  a  strip  miner  as  any- 
body else,  but  during  the  Forties, 
when  he  began  berating  the  steel 
industry  as  the  cause  of  Pittsburgh's 
smoke  and  grime,  he  remembers 
saying  to  himself,  "Phvsician,  heal 
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thyself."  Thereafter  he  began  re- 
storing the  ravaged  earth  of  Har- 
mon Creek  Coal,  replacing  the 
overburden,  planting  trees,  shrub- 
bery and  game  feeds.  In  the  years 
that  followed,  Harmon  Creek  be- 
came a  model  of  strip-mining  prac- 
tice and  Jim  Hillman  became  one 
of  Pennsylvania's  most  outspoken 
conservationists.  "I  never  lost 
money  on  the  mine,"  he  says, 
"and  I  could  have  made  more,  but 

James  Frazer  Hillman 


I  always  made  a  profit." 

Jim  Hillman's  other  interest  has 
been  parks,  and  in  the  late  Forties, 
when  he  was  also  head  of  the  Alle- 
gheny Conference,  he  was  largely 
responsible  for  building  a  group  of 
15  small  parks  in  crowded  sec- 
tions of  Pittsburgh  where  children 
could  play  safely.  In  the  Fifties,  he 
gave  a  2,000-acre  park  to  Burgetts- 
town, complete  with  swimming 
pool,  picnic  and  recreation  areas. 
And  last  January  he  donated  an- 
other 3,600  acres  to  the  state  for 
what  will  become  the  James  F. 
Hillman  State  Park.  The  land  in 
both  instances  was  reclaimed. 

Though  Harmon  Creek  Coal  is 
now  in  liquidation,  it  retains  2,000 
acres  of  former  coal  lands  which 
will  be  used  for  private  real-estate 
development.  "I'm  not  active  in 
anything  now,"  Jim  Hillman  says. 
"I  haven't  been  for  a  year."  But  at 
80,  his  interest  in  conservation  re- 
mains undiminished.  His  major  cur- 
rent concern  is  solid-waste  disposal 
— "a  problem  this  generation  has 
gof  to  come  to  grips  with" — and 
he  has  been  trying  to  persuade 
state  and  federal  authorities  to  use 
Pennsylvania's  enormous  acreage 
of  abandoned  strip  mines. 

"Jim  Hillman  is  one  coal  baron," 
says  one  admirer,  "who  believed  in 
leaving  the  land  he  stripped  in  bet- 
ter shape  than  he  found  it." 
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"The  company  required  money  to 
modernize  it. "  says  one  such  minority 
stockholder.  "Mr.  Hillman  advanced 
the  money,  but  instead  of  its  going  into 
modernization  it  was  dissipated  in 
operating  losses.  As  minority  stock- 
holders we  were  finally  compelled  to 
object.  It  was  a  question  of  ineptitude. 
I  suppose.  But  we  weren't  ready  to 
put  up  the  additional  capital  our- 
selves. So  Mr.  Hillman  bought  us  out, 
paid  us  maybe  a  few  cents  on  the 
dollar." 

At  the  same  time  that  Hillman  was 
expanding  in  coal,  he  had  also  begun 
acquiring  dominant  interests  in  a  half 
dozen  or  so  of  Pittsburgh's  smaller 
banks,  and  for  the  next  30  years  he 
maneuvered  and  plotted  to  put  them 
all  together.  His  motives  were  elemen- 
tary. Not  only  could  you  realize  sig- 
nificant economies  in  bank  mergers, 
you  could  also  do  more  with  a  big 
bank  than  you  could  with  a  small  one. 

It  took  nearly  a  half  century  and 
three  major  mergers  (the  last  in  1959, 
only  two  weeks  before  his  death)  but 
he  finally  succeeded  in  merging  them 
all  into  the  Pittsburgh  National  Hank. 
"He  wanted  to  see  it  done,"  PNB's 
President  Merle  Cilliand  says,  "not 
because  of  any  personal  satisfaction — 
he  was  ill  by  that  time,  and  it  didn't 
mean  that  much  to  him  anymore — 
but  he  saw  the  economic  advantage. 
He  was  very  emotional  about  it.  And 
when  the  merger  was  finally  approved 
he  was  a  very    happy    man." 

Without  the  banks  and  the  financial 
support  they  could  give  him  in  ex- 
panding his  operations,  it  is  doubtful 
that  Hillman  would  have  been  able  to 
come  so  far  so  fast.  In  the  late  Twen- 
ties he  established  an  important  alli- 
ance with  New  York's  Chemical  Hank 
Chemical  had  been  trying  to  expand 
nationally  and  when  the  Mellon  Bank 
refused  to  give  it  the  time  of  day, 
Chemical  turned  to  Hillman  and  his 
extensive  connections  for  business.  It 
got  plenty.  For  years  Hillman  was 
Chemical's  largest  single  customer. 

"He  was  the  one  important  busi- 
nessman in  Pittsburgh,"  says  Chem- 
ical's William  Renchard,  "who  didn't 
kowtow  to  the  Mellons.  In  those  days, 
in  the  Thirties,  the  Mellons  didn't  like 
him  much.  They  hated  his  guts.  Some- 
how or  other  he  must  have  kicked 
them  in  die  shins  or  gotten  something 
they  thought  belonged  to  them.  If 
you're  in  Pittsburgh  and  you  buck  the 
Mellons,  you've  got  to  be  pretty 
tough." 

Bucking   the   House   of  Morgan 

Hillman  was  tough,  no  question  of 
that.  The  man  who  refused  to  kowtow 
to  the  Mellons  did  not  tremble  even 
before  the  house  of  Morgan.  In  the 
early  days  of  the  Depression,  when  the 
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Missouri-Kansas  Pipeline  Co.  needed 
money  to  complete  the  construction  of 
its  Panhandle  Eastern  and  Kentucky 
Natural  Gas  subsidiaries,  they  turned 
to  Hillman.  Panhandle  had  ambitions 
of  building  into  Columbia  Gas'  terri- 
tory, and  Columbia,  which  had  a  hall 
interest  in  Panhandle,  feared  that 
when  its  system  was  complete,  Pan- 
handle would  have  the  financial 
strength  to  do  so.  "There  was  terrific 
pressure  on  Hillman  to  keep  him  from 
doing  it,"  one  Panhandle  official  re- 
calls, "but  he  thumbed  his  nose  at 
the  House  of  Morgan,  which  of  course 
controlled  Columbia  Cas,  and  loaned 
them  the  money.  It  took  a  lot  of 
courage." 

And  so,  in  1931,  Hillman  loaned  $6 
million  to  Missouri-Kansas  and  its  Pan- 
handle Corp.  subsidiary,  which  with 
Columbia  Gas  owned  Panhandle  East- 
tern  Pipeline.  Within  a  year,  both 
MoKan  and  Kentucky  Natural  were 
bankrupt,  and  in  the  end  Hillman 
wound  up  with  all  of  Kentucky  Nat- 
ural's stock  and  most  of  the  stock  of 
Panhandle  Corp.  It  was  these  Pan- 
handle holdings  that  a  few  years 
later  brought  down  upon  Hillman  a 
landmark  antitrust  suit  in  which  he 
was  charged  with  having  conspired 
with  Columbia  to  keep  Panhandle 
from  moving  into  Columbia's  markets. 

"So  Hillman  spent  13  years  work- 
ing out  his  investment,"  Sisterson 
says.  "He  had  the  foresight  to  see 
what  could  be  done,  and  the  other 
creditors  didn't,  so  he  bought  them 
out.  But  it  was  a  rough  time,  between 
the  money  going  out  in  legal  expenses 
and  operations  and  things  like  that." 


With  Kentucky  Natural  in  his  con- 
trol, Hillman  next  acquired  Memphis 
Natural,  and  finally  realized  the  only 
way  to  make  the  two  pay  off  was  to 
build  the  Texas  Gas  pipeline  from 
Texas  all  the  way  to  Ohio  and  tie 
them  together. 

The  risks  were  enormous,  Sisterson 
recalls.  "They  had  to  finance  the  total 
pipeline,  and  ihey  had  to  get  it  certi- 
fied by  the  Federal  Power  Commis- 
sion. 1  remember — the  day  I  think 
was  March  31,  1948— J.  H.  Hillman 
Jr.  was  literally  pacing  the  floor,  be- 
cause they  were  committed  for  $60 
million  in  debt,  they  had  been  draw- 
ing against  it — making  purchase  con- 
tracts for  gas,  sales  contracts  for 
deliveries  at  the  other  end,  buying 
pipe  and  so  on,  and  this  was  the  last 
day  for  the  FPC  to  certificate  the  line. 
The  certification  came  through.  But  if 
it  hadn't,  I  don't  know  what  might 
have  happened." 

Coal,  however,  remained  Hillman's 
first  love.  He  was  now  both  a  broker 
and  a  producer.  But  whenever  busi- 
ness slackened  off,  it  was  independents 
like  Hillman  who  felt  the  crunch  first. 
"If  a  coal  mine  is  operating,"  Sister- 
son says,  "it  does  right  well.  But  if  it 
isn't,  its  costs  still  remain  pretty  high.' 
And  so,  in  the  Twenties  Hillman  be- 
gan acquiring  interests  in  a  number  of 
potential  customers — in  coke  and  iron 
companies,  in  steel  producers  and  fab- 
ricators— in  any  sort  of  company  that 
might  conceivably  use  Hillman  coal — 
A.  M.  Byers,  the  wrought  iron  pro- 
ducer; National  Supply,  the  oil  well 
pipe  maker;  Sharon  and  Pittsburgh 
Steel.  Thereafter,  when  Hillman  cus- 
tomers cut  back  then-  coal  require- 
ments, some  other  supplier  would  be 
the  first  to  go.  But  with  Hillman,  one 
thing  always  led  to  another,  and  in 
1927  he  dumped  his  industrial  hold- 
ings into  an  investment  company, 
Pennsylvania  Industries,  sold  stock  to 
the  public,  and  used  the  proceeds  to 
expand  even  further. 

As  Hillman's  interests  multiplied, 
outside  stockholders  complained  peri- 
odically that  he  ran  the  various  com- 
panies he  controlled  for  his  own  bene- 
fit— and  apparently  not  without  some 
justification.  On  one  occasion,  they 
charged  that  Hillman-controlled  Pitts- 
burgh Steel  had  bought  some  securi- 
ties from  another  Hillman  company 
at  much  too  high  a  price.  On  another, 
they  charged  that  Pittsburgh  Steel 
had  made  much  too  favorable  a  con- 
tract with  Hillman  Coal  &  Coke  to 
manage  certain  of  its  coal  and  coking 
operations.  Certainly,  to  an  extent  at 
least,  the  Hillman  companies  were 
run  for  each  other's  benefit  if  not  di- 
rectly for  J.  H.  Hillman's. 

What  made  Hillman  especially  vul- 
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nerable  is  that  lie  rarely  acquired  any- 
thing like  majority  control  in  the  com- 
panies in  which  he  had  an  interest. 
He  rarely  needed  to.  In  Hart  Hill- 
man's  hands,  a  15%  stock  interest  was 
often  as  good  as  50%  in  anyone  else's. 
Better.  By  sheer  force  of  personality 
he  could  often  domineer  his  way  into 
control  of  a  company.  "J-  H.  icas  a 
pretty  dominant  personality,"  Sister- 
son  says  with  a  grin. 

A  Matter  of  Personal  Taste 

Nowhere  is  Hillman's  ability  to  get 
the  greatest  possible  mileage  out  of  his 
limited  resources  more  evident  than  in 
his  foray  into  the  steel  industry  dur- 
ing the  Thirties.  Hillman's  Pennsyl- 
vania Industries  had  had  an  almost  107< 
interest  in  Sharon  Steel  ever  since  the 
Twenties.  Then,  in  1930  it  acquired 
a  120,000-share  block  of  National 
Supply,  the  oil  well  pipe  maker  that 
is  now  part  of  Armco  Steel.  Hillman 
went  on  the  National  Supply  board 
and  for  a  time  even  acted  as  chairman. 

During  the  worst  of  the  Depression, 
Hillman  was  content  to  sit  tight.  Then, 
in  1936,  Sharon  Steel  picked  up  a 
15%  interest  in  Pittsburgh  Steel, 
enough  to  put  Hillman  on  the  Pitts- 
burgh board  and  Sharon's  president  in 
as  head  of  Pittsburgh.  A  merger  of 
the  two  companies  seemed  inevitable 
— indeed,  for  seven  years,  the  two 
companies  shared  common  officers — 
but  Hillman  was  thinking  bigger  than 
that.  In  1938,  he  sold  Pittsburgh  his 
National  Supply  holdings  for  a  28% 
interest  in  Pittsburgh  Steel.  Thus,  in 
one  stroke,  he  tightened  his  hold  on 
Pittsburgh,  without  perceptibly  loos- 
ening his  grip  on  National  Supply. 

But  loi  all  his  wheeling  and  deal- 
ing, Hillman  was  never  able  to  work 
out  his  mergers,  Pittsburgh  and  Sharon 
came  to  a  parting  of  the  ways  in 
1943,  and    ■  tei   National  Sup- 

ply's manag<  men!  sought  to  throw  off 
Hillman's   dom  barging   that, 

in  controlling  Supply,  Hill- 

man was  in  violation  oi  the  antitrust 
laws.   In   response    Hillman   launched 
a   proxy   fight   and   lost,   just   as   two 
years   later  he   was   to  lose 
fight  for  control  <>l  .Man  Wood  Steel. 

What  went  wrong?  For  one  tl 
Hillman  never  really  acquin 
stock  to  control  either  Sharon 
tional    Supply.    More   basic    than    that 
were    the    brass-knuckled    tactics 
alienated    the    managements    of    both 
companies.     "They     didn't     like     Hart 
Hillman,"    a    close    associate    of    the 
time   says,    "it's   as   simple   as    that." 
Hillman's  objectives  were  sound,  bow 
ever.  He  saw  (mite  correctly  that  Pitts- 
burgh Steel  needed  a  merger  il  it  was 
ever  going  to  be  any  more   than   a 
marginal    producer,    lint    he    clearlj 
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lacked  the  talent  to  bring  it  about. 

Hillman's  whole  business  experi- 
ence had  trained  him  perfectly  to  cap- 
italize on  the  opportunities  presented 
by  the  Thirties,  however.  It  was  no 
accident  that  none  of  the  Hillman 
banks  went  bankrupt,  though  there 
were  admittedly  some  close  calls,  and 
it  was  no  accident  either  that  he  even- 
tually succeeded  in  working  his  way 
out  of  virtually  every  bankrupt  indus- 
trial company  he  got  caught  in. 

But  it  required  great  patience  and 
often  considerable  operating  talent. 
Take  Pittsburgh  Coke,  now  one  of  the 
main  pillars  of  the  Hillman  fortune. 
The  company  went  into  business  in 
1928  as  Davison  Coke  &  Iron,  and  in 
order  to  get  part  of  its  coal  contracts, 
Hillman  in  1929  agreed  to  help  finance 
its  expansion.  Davison  went  into  de- 
fault, however,  in  1932,  and  though 
Hillman  and  another  creditor,  W.  J. 
Rainey,  Inc.,  worked  out  a  temporary 
reorganization,  it  wasn't  enough,  and 
in  1935  the  company  went  bankrupt. 

Hillman  spent  the  next  several  years 
attempting  to  rescue  his  investment, 
liquidating  what  was  not  worth  pre- 
serving and  merging  into  it  other 
companies  that  would  strengthen  it. 
By  the  end  of  World  War  II,  Pitts- 
burgh Coke  &  Chemical,  as  Davison 
had  been  renamed,  was  a  small  but 
remarkably  well  integrated  little  com- 
pany. It  turned  its  own  coal  into  coke 
and  then  converted  the  by-product 
tars  and  gases  into  chemicals.  It  used 
the  coke  to  make  pig  iron  and  the  slag 
that  was  left  in  the  manufacture  of 
cement.  A  small  company  admittedly, 
but  for  a  time  at  least  something  of  a 
jewel. 

In  Pittsburgh  Coke,  Hillman  found 
himself  in  partnership  with  George 
Humphrey  and  the  M.A.  Hanna  Co., 
which,  like  Hillman,  had  been  a  Davi- 
son creditor.  "J-  H.  was  a  great 
admirer  of  George  Humphrey,"  Sister- 
son  says.  "He  liked  the  look  of  the 
Hanna  Co. — the  way  they  had  it  set 
up,  and  the  way  the  thing  worked  for 
the  Hanna  family."  A  coal  and  iron  ore 
mining  company,  Hanna  had  made 
major  investments  in  some  of  its  prin- 
cipal customers,  thereby  cementing 
the  supplier-customer  relationship. 
The  resulting  combination  of  dividend 
and  operating  income  produced  con- 
siderable stability  of  earnings.  "To 
some  extent,  Mr.  Hillman  patterned 
his  own  operations  after  the  Hanna 
Co.,"  Sisterson  says,  "and  he  did 
quite  well."  Which  explains  the  hy- 
brid structure  of  both  Pittsburgh  Coke  x 
and  the  Hillman  Co.:  half  operating 
company,   half  investment   company, 

By  this  time,  Hillman,  like  T.  Mel- 
lon before  him,  bad  earned  a  fairly 
widespread  reputation  as  a  forecloses 


Davison  wasn't  the  only  example. 
There  were,  among  others,  the  Belle- 
field  Co.,  proprietor  of  Pittsburgh's 
once  fashionable  Schenley  Hotel;  the 
Pittsburgh  Terminal  Railways;  even 
W.  J.  Rainey,  Hillman's  old  partner  in 
Davison  Coke  &  Iron. 

In  the  early  Thirties,  Hillman  had 
sold  Rainey  some  coal  properties,  and 
Rainey  had  paid  for  them  in  mortgage 
bonds.  During  the  1938  recession, 
however,  Rainey  defaulted  on  the 
bonds.  But  Hillman  didn't  foreclose. 
Instead,  he  lent  Rainey  the  money  to 
pay  the  interest  and  would  have  lent 
more.  But  unexpectedly  Rainey  went 
into  voluntary  bankruptcy — "They 
must  have  thought  they  could  get  a 
better  deal,"  Sisterson  comments — but 
that  didn't  help  Hillman's  reputation 
any.  "Some  of  the  things  that  were 
said  about  him  were  just  not  so," 
Sisterson  says.  "I  knew  the  facts,  but 
Mr.  Hillman  shunned  publicity,  so  no- 
body ever  knew." 

Two-faced  Coin 

"I  know  they  called  him  a  pirate," 
says  a  former  colleague,  "but  I  never 
saw  any  of  it.  He  was  very  generous. 
Brusque,  sure,  but  really  considerate. 
He  knew  I  was  pressed  for  money, 
and  he  told  his  people,  when  my  bills 
came  in,  to  pay  them  promptly.  They 
were  paid  almost  before  they  got 
there." 

"He  was  a  hard  taskmaster,  the  old 
boy,"  Sisterson  says,  "but  I  survived, 
and  I  enjoyed  it.  I  liked  him.  I  ad- 
mired him.  But  it  was  never  easy." 

"When  you  know  someone  as  one 
does  a  father,"  says  Henry  Hillman, 
"you  see  him  in  a  completely  different 
light.  Deep  down,  he  was  a  soft, 
warm  person.  He  really  loved  people. 
He  was,  I  felt,  wonderful  to  his  fam- 
ily. I  had  just  the  finest  relationship  in 
the  world.  It  wasjeally  unusual." 

"His  insides  were  just  made  of 
melted  butter,"  says  Elsie  Hillman,  his 
daughter-in-law,  Henry's  wife.  "He 
had  more  people  that  he  sort  of  took 
care  of  over  the  years,  people  he'd 
been  kind  and  good  to  for  no  appar- 
ent reason  other  than  that  they'd  got 
a  little  piece  of  his  heart  somewhere 
along  the  line." 

J.  H.  Hillman's  wife  died  in  1940, 
and  in  1948,  at  the  age  of  68,  he  was 
married  a  second  time — this  time  to 
a  43-year-old  divorcee,  Dora  Keen 
Butcher  Russell,  a  sister  of  Philadel- 
phia stockbroker  Howard  Butcher  III 
and  mother  of  two  young  children 
whom  Hart  Hillman  adopted  as  his 
own.  "Some  time  after  he  married," 
says  Chemical's  William  Renchard,  "I 
went  into  his  office,  and  he  bad  bis 
bat  off  and  bis  coat  on.  And  I  said,  'I 
see  there's  been  a  change — from  a  hat 
(Continued  on  page  51) 
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and  no  coat  to  a  coat  and  no  hat.' 
She  was  a  very  fine  lady,  and  she 
changed  his  office,  but  she  couldn't 
change  him  in  other  ways." 

During  the  last  decade  of  his  life, 
J.  H.  Hillman  began  to  consolidate  the 
gains  he  had  made  during  the  Thirties 
and  during  the  war.  He  sold  off  his 
interests  in  Alan  Wood  Steel,  A  M 
Byers,  Sharon  Steel  and  National  Sup- 
ply. He  liquidated  Pennsylvania  Indus- 
tries, and  he  even  began  to  withdraw 
from  the  coal  business.  He  found  he 
could  do  better  leasing  or  buying  and 
selling  coal  lands  than  he  could  oper- 
ating them.  What  remained  were  the 
four  companies  that  stand  as  monu- 
ments to  his  business  talents:  Pitts- 
burgh National,  Texas  Gas,  Pittsburgh 
Coke  and  Pittsburgh  Steel  (now  Wheel- 
ing Pittsburgh ) .  Singly  or  together,  they 
are  no  inconsiderable  achievement. 

"He  certainly  wasn't  interested 
merely  in  amassing  money,"  Henry 
Hillman  says.  "He  felt — and  I  cer- 
tain!) feel — that  business  can  be  a  lot 
of  fun.  You're  dealing  with  interesting 
people,  interesting  problems.  It's  a 
very  active  and  challenging  game, 
with  the  signals  always  changing,  the 
circumstances  changing.  I  think  he 
just  loved  it." 

"Hart  Hillman   liked  business,"  one 

long-time  associate  observes.  "He  liked 
it  the  uu\  A.  W.  Mellon  liked  busi- 
ness. It  was  part  ot  the  spirit  of  the 
age  .  .  .  the  Harrimans  .  .  .  the  \  un- 
derbills. ...  It  was  an  amazing  finan- 
cial triumph,  wasn't  it?" 

THE   MANTLE   OF   THE   MELLONS 

At  50,  Henry  Lea  Hillman  projects 
almost  perfectly  the  image  of  inher- 
ited wealth.  A  tall  man  like  his  father, 
blond,  trim,  athletic,  he  must  once 
have  looked  like  one  of  those  golden 
people  in  Scott  Fitzgerald's  novels. 
But  he  is  somewhat  older  than  that 
now.  His  hair  has  begun  to  thin,  the 
lines  in  his  face  have  deepened.  Yet 
there  remains  some  of  that  special 
grace  about  him.  His  manner  is  easy 
and  self-assured,  courteous,  the 
speech  measured,  almost  painfully 
judicious,  broken  with  quick  nervous 
smiles  that  wink  on  and  off  like  a 
warning  signal. 

Despite  his  considerable  reserve,  he 
has  in  recent  years  assumed  fully  the 
public  responsibilities  of  great  wealth. 
He  was  a  member  of  Pittsburgh's 
Urban  Redevelopment  Authority  for 
over  a  dozen  years,  a  director  of  Chil- 
dren's Hospital,  a  trustee  of  the  Uni-. 
versity  of  Pittsburgh. 

But  it  is  as  president  of  Pittsburgh's 
Allegheny  Conference  on  Community 
Development  that  he  has  come  into 
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The  Public  Good.  The  University  of  Pittsburgh's  Hillman  Library  is  the 
most  notable  example  of  Hillman  philanthropy  to  date.  But  there  is  talk 
of  the  Hillmans  sponsoring  a  new  square  in  front  of  the  Hillman-owned 
Grant  Building  that  would  rival  Mellon  Square  on  the  other  side  of  town. 


his  own.  At  his  instigation,  the  Al- 
legheny Conference  has  shifted  its 
emphasis  entirely — from  rebuilding 
the  physical  city  of  Pittsburgh  to 
rehabilitating  the  human  one — to 
finding  jobs  for  its  ghetto  residents, 
retraining  them,  finding  the  backing 
to  enable  them  to  start  their  own 
businesses.  A  hardly  revolutionary 
program,  it  is  true,  but  a  significant 
one  in  a  city  where  the  business 
response  to  the  urban  crisis  has  been 
to  install  bullet-proof  glass  in  the  Du- 
quesne  Club's  windows. 

"In  respect  to  the  public  good," 
says  Pennsylvania  Congressman  Wil- 
liam Moorhead,  "Henry's  moving  in 
almost  exactly  the  same  direction  that 
Richard  K.  Mellon  was  twenty  years 
ago." 

His  civic  and  philanthropic  activi- 
ties notwithstanding,  Henry  Hillman 
is  not  simply  an  inheritor  of  great 
wealth.  He  is  an  accumulator  in  his 
own  right,  and  he  gives  every  sign  of 
intending  to  remain  so.  Over  the  past 
decade,  he  has  taken  the  fortune  he 
inherited  from  his  father  and  trans 
formed  it,  restructured  it,  and  multi- 
plied it  many  fold.  By  just  how  much, 
Henry  Hillman  refuses  to  say.  But  if 
Pittsburgh  Coke  &  Chemical,  the  one 
public  company  whose  fortunes  he  has 
been  directly  responsible  for  is  any 
index,  the  Hillman  fortune  has  prob- 
ably tripled.  Since  1958  Pittsburgh 
Coke's  net  asset  value  has  risen  from 
$36  to  $118  a  share,  its  common  stock 
from  21  to  over  100. 

"There  are  as  many  opportunities 
now,"  Henry  Hillman  says,  "as  there 
were  when  my  father  was  alive  and 
as  I  think  there  will  be  in  the  future. 
Our  method  of  operating  is  very  dif- 
ferent from  what  it  was  then,  but 
basically  I  think  the  objective  is  the 
same — to    put    two    or    more    things 


together  to  make  a  better  package." 

Considering  the  varied  temptations 
that  beset  rich  men's  sons,  it  is  fairly 
rare  for  so  dominant  a  personality  as 
J.  H.  Hillman  to  produce  a  son  both 
able  and  willing  to  succeed  him.  His 
older  son,  John  Hartwell  Hillman  III, 
successfully  resisted  any  attempt  to 
propel  him  into  the  family  business, 
preferring  instead  to  run  a  series  of 
small  businesses  on  his  own.  But  his 
son  Henry  became  not  only  a  business- 
man but  an  immensely  capable  one. 

Henry  Hillman  went  to  Shady  Side 
Academy  in  Pittsburgh,  then  to  the 
Taft  School  and  to  Princeton,  where 
he  majored  in  geology.  After  three 
years  as  a  Navy  flyer  during  World 
War  II,  he  went  to  work  for  Pitts- 
burgh Coke,  getting  to  know  that 
company  thoroughly,  and  then,  after 
attending  Harvard's  advanced  man- 
agement course,  began  acquainting 
himself  with  the  rest  of  the  Hillman 
empire  by  serving  as  a  director  of 
the  various  Hillman  companies.  And 
finally,  at  37,  in  1955,  he  became 
president  of  Pittsburgh  Coke. 

"I  think  every  father  likes  to  see 
a  business  continue  if  he's  gotten  it 
going,"  Henry  Hillman  says,  "but  I 
believe  I  always  intended  to  go  into 
business.  I  was  pretty  well  raised  on 
it.  My  father  talked  with  me  a  great 
deal,  exposed  me  to  business  through 
plant  visits,  discussions  and  conversa- 
tions. I  started  to  work  summers  when 
I  was  about  16.  But  I  never  really — 
all  the  time  he  was  alive — worked 
directly  for  him,  which  I  think  maybe 
was  a  good  thing — not  to  have  one's 
father  looking  over  one's  shoulder. 
Later  when  he  became  ill,  I  was  able 
to  help  out  on  projects  he'd  been 
working  on." 

But  once  he  took  over  at  both  Pitts- 
burgh   Coke    and    the    Hillman    Co., 


FORBES.  SEPTEMBER  15.  1969 


51 


Henry  Hillman  made  it  abundantly 
clear  that  he  was  his  own  man,  with 
his  own  distinctive  style  and  his  own 
distinctive  talents.  He  does  share  his 
father's  reserve — that  reticence,  that 
distaste  for  publicity — and  his  con- 
siderable business  talent.  But  in  his 
personal  style  he  is  almost  everything 
his  father  was  not. 

"Some  people  have  to  rant  and 
rave  to  get  things  done,"  says  Merle 
Gilliand,  president  of  the  Pittsburgh 
National  Bank.  "Henry  doesn't.  I've 
never  heard  him  raise  his  voice.  But 
he  tells  you  how  he  feels.  You  know 
he's  either  with  you  or  not."  Yet,  for 
all  their  differences,  father  and  son 
often  seem  basically  much  alike. 

Over  the  past  decade,  Henry  Hill- 
man  has  liquidated  a  large  proportion 
of  his  father's  empire  with  a  dispas- 
sionateness that  would  have  done  Hart 
Hillman  proud.  T.  H.  Hillman  &  Sons, 


the  company  his  father  founded,  is  no 
more,  having  been  merged  into  the 
Hillman  Co.  two  years  ago,  and  even 
the  traditional  Hillman  companies  are 
gradually  being  set  adrift.  The  Hill- 
man interest  in  Pittsburgh  National 
and  Texas  Gas  is  well  below  10%. 
And  currently,  Hillman,  in  effect,  is 
getting  out  of  Wheeling  Pittsburgh, 
having  cut  his  interest  from  6%  to 
under  1%.  As  it  is,  he  does  not  even 
have  a  stock  interest  in  Texas  Gas 
anymore,  save  through  the  Hillman 
Foundation.  Only  Pittsburgh  Coke — 
the  company  Henry  Hillman  has  re- 
built in  his  own  image  over  the  past 
decade — is  likely  to  remain  a  major 
Hillman  property,  and,  with  the  Hill- 
man Co.  in  possession  of  90%  of  its 
stock,  Pittsburgh  Coke  in  effect  has 
just  gone  private.  "We  have  no  long- 
term  commitment  to  any  investment," 
Henry  Hillman  explains.  "We  feel  we 


r 


"EVERYBODY  HERE  KNOWS  ELSIE" 
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Pittsbi  iu.li  society  has  never  quite 
known  what  to  make  of  Elsie  Mead 
Hillman,  Henry  Hillman's  wife  and 
chairman  of  the  local  Republican 
party.  "I  never  could  understand 
why  she  got  involved  in  politics," 
says  one  upper-crust  Pittsburgher. 
"Having  to  bother  with  the  kind  of 
people  she  gets  involved  with — 
cheap  politicians,  ward  heelers, 
people  like  that.  Even  inviting 
them  into  her  home." 

She  got  involved,  Elsie  Hillman 


explains,  because  "I  thought  con- 
cerned people  with  no  particular 
ambition  for  public  office  or  public- 
power  should  get  in  there  and  try 
to  see  if  good  people  could  take 
positions  of  public  service."  A  lib- 
eral Republican  and  an  astute  poli- 
tician, she  supported  Rockefeller  at 
last  year's  Presidential  convention 
and  Nixon  in  the  campaign.  Now 
she's  pressing  to  extend  the  party's 
influence  in  Pittsburgh's  ghetto. 
"The  Republican  party  has  begun 
to  prove  its  good  intent  and  con- 
cern for  these  people,"  she  says. 
"We're  trying  to  get  away  from  the 
Party-of-the-Rich  sort  of  thing,  the 
rich  and  unconcerned.  In  the  black 
community,  people  are  beginning 
to  feel  they  have  an  ear  they 
haven't  had  before.  For  years 
they've  supported  the  Democrat 
party  and  gotten  nothing  in  return." 
A  pretty  woman  with  dark  brown 
eyes  and  an  infectious,  husky- 
throated  laugh,  Elsie  Hillman  mar- 
ried Henry,  who  is  seven  years  her 
senior,  in  1945.  They  have  four 
children:  two  daughters  in  college, 
two  sons  at  home.  They  like  to  ski 
and  play  the  piano  together — both 
are  accomplished  musicians — but 
there  isn't  much  time  for  that  any 
more.  "Henry's  the  most  under- 
standing man  in  the  world,"  Elsie 
says,  "more  understanding  about 
my  involvement  in  politics  than  he 
might  be  entitled  to  be."  Says 
Henry:  "The  only  problem  is  that 
when  I  get  home  in  the  evening 
it  makes  it  difficult  for  me  to  com- 
plain what  a  tough  day  I  had. 
Hers  are  frequently  tougher.'' 
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have  to  be  completely  flexible." 

Different  times  and  different  cir- 
cumstances obviously  dictate  different 
courses.  J.  H.  Hillman  was  concerned 
with  building  an  empire,  much  of  it 
during  the  Depression;  Henry  Hill- 
man has  been  concerned  with  culti- 
vating a  fortune,  primarily  during  the 
Boom.  The  result  is  that  J.  H.  Hillman 
was  always  looking  for  something  that 
was  worth  more  than  it  cost,  just  as 
Henry  Hillman  keeps  looking  for 
tilings  that  cost  less  than  they  are 
worth.  Fundamentally,  one  was  a 
buyer,  the  other  a  seller;  one  con- 
cerned with  value,  the  other  with 
price.  "When  times  change,"  Henry 
Hillman  says,  "you  have  to  change." 

The  Transformations  of  Carbon 

Certainly  in  1960,  the  year  after  J. 
H.  Hillman  died,  Pittsburgh  Coke  did 
not  look  like  a  particularly  dynamic 
company.  Its  coke  and  pig  iron  busi- 
ness was  at  a  cyclical  low,  its  by-prod- 
uct chemical  business  was  suffering 
from  overcapacity.  Only  its  cement 
and  activated  carbon  businesses  were 
flourishing,  and  both  of  these  were 
small.  In  the  circumstances,  any  pru- 
dent businessman  might  have  decided 
to  diversify  into  something  else.  And 
Pittsburgh  Coke  did,  moving  into  such 
new  businesses  as  concrete  pipe  (U.S. 
Concrete  Pipe),  mining  and  excavat- 
ing equipment  (Marion  Power  Shovel), 
airlines  (American  Flyers),  and  air- 
craft parts  (Standard  Aircraft  Equip- 
ment) .  But  in  order  to  do  so,  it  quietly 
disposed  of  virtually  all  its  original 
assets.  The  iron  and  coke  division 
went  to  Shenango,  Inc.,  the  chemical 
divisions  to  U.S.  Steel,  the  activated 
carbon  division  to  Calgon  and  the 
cement  business  to  Marquette  Cement. 
Today  Pittsburgh  Coke  does  not  have 
a  single  one  of  the  major  assets  it  had 
when  Henry  Hillman  took  over. 

"In  every  case,"  Hillman  says,  "we 
saw  another  investment  opportunity 
more  attractive  than  the  one  we  had 
before.  Every  move  was  evolutionary. 
It  was  a  question  of  taking  one  step  at 
a  time,  looking  at  each  individual  area 
and  making  a  decision  on  it.  It  was 
not  that  what  we  had  was  bad  or 
undesirable.  It  was  just  that  we 
looked  and  found  more  attractive  op- 
portunities as  we  went  along." 

Obviously,  this  is  no  operating 
man's  point  of  view.  It  is  the  view- 
point of  the  asset  manager,  and  in 
the  circumstances  it  is  hardly  surpris- 
ing that  within  a  relatively  few  years 
it  transformed  Pittsburgh  Coke  from 
an  operating  company  into  an  invest- 
ment holding  company. 

"In  general,  we  look  for  a  sub- 
stantial appreciation  in  asset  value," 
Henry  Hillman  says.  "Basically  you 
look   at   the   arithmetic — the   cost   of 
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low  to  stay  ahead  of  yourself 

\e  forward.  Wherever  you  go,  go 
irst  by  Long  Distance.  Make 
ippointments  by  phone  before 
fou  visit  your  out-of-town 
:ustomers.  You'll  save  time.  Make 
^our  travel  reservations  by 
phone,  too.  Your  trip  will  be 
smoother.  There  are  lots  of  other 
ways  our  System  can  help  you 
get  ahead  and  stay  there.  Our 
Communications  Consultants  will 
be  glad  to  share  them  with  you. 
Ask  them. 
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what  you're  busing  relative  to  a  num- 
ber of  factors — its  competitive  posi- 
tion in  an  industry,  for  instance,  and 
the  outlook  for  the  industry  itself — 
and  you  make  a  decision.  Like  every- 
one else,  we  like  to  get  into  situations 
where  management  is  good.  We're 
not  interested  in  moving  in  and  taking 
over.  The  more  decentralized  you  are, 
the  freer  you  are  to  pay  attention  to 
the  other  opportunities  that  come 
along.  We  try  to  get  into  a  variety 
of  investments.  Obviously  some  are 
quite  secure,  and  we  look  for  a  much 
lower  rate  of  appreciation  than  we 
do  from  something  that's  riskier.  We 
try  to  set  a  balance  between  the  two, 
which  I  think  we've  achieved." 

There  were  signs  of  the  change  to 
come  even  before  J.  H.  Hillman  died. 
In  1955  Pittsburgh  Coke  exchanged 
its  agricultural  chemicals  business  for 
a  half  interest  in  Chemagro,  a  part- 
nership with  Farbenfabriken  Bayer. 
Two  years  later,  it  sold  its  Great 
Lakes  Steamship  subsidiary  to  Wilson 
Marine  Transit  for  cash  and  common 
stock.  Significantly,  both  of  these 
transactions  involved  at  least  the  partial 
conversion  of  operating  properties 
into  investments,  and  for  both  Henry 
Hillman  was  primarily  responsible. 

But  it  was  not  until  after  his  father's 
death  that  lie  was  able  to  do  what 
he  wanted  to  with  the  company. 
"He'd  been  sick  for  a  few  years," 
Henry  Hillman  says.  "Even  though  I 
was  doing  some  of  the  things  that  the 
head  of  the  company  would  do,  I 
was  not  the  head  of  the  company  as 
such,  and  it  just  was  not  feasible  to 


move  at  the  same  speed." 

Once  in  control,  he  moved  very 
fast  indeed.  In  1963  Pittsburgh  Coke 
notified  U.S.  Steel  that  its  cash  re- 
quirements were  such  that  it  was  con- 
sidering selling  its  Pittsburgh  Chem- 
ical subsidiary,  which  happened  to  be 
one  of  U.S.  Steel's  major  napthalene 
customers.  To  prevent  that  and  to 
preserve  its  "opportunity  to  compete 
for  this  business,"  U.S.  Steel  guaran- 
teed $5  million  in  Pittsburgh  Chemical 
bank  loans,  which  were  used  to  retire 
part  of  Pittsburgh  Coke's  advances, 
and  bought  a  25%  interest  in  Pitts- 
burgh Chemical  for  $2.6  million. 

At  the  time,  U.S.  Steel  was  con- 
sidering entering  the  chemical  busi- 
ness, and  finally  in  1964  it  took  the 
plunge,  acquiring  Pittsburgh  Chemi- 
cal's industrial  chemicals  and  protec- 
tive coatings  divisions  as  the  nucleus 
of  what  has  since  become  USS  Chemi- 
cals. Pittsburgh  Coke  had  a  book  loss 
of  $6.6  million  on  the  deal,  but  it 
had  eliminated  $800,000  in  annual 
operating  losses,  and  it  still  retained 
PC's  activated  carbon  business. 

Pittsburgh  Coke  had  also  obtained 
the  right  to  buy  back  at  cost  U.S. 
Steel's  25%  stock  interest  in  Pittsburgh 
Chemical,  now  renamed  Pittsburgh 
Activated  Carbon.  That  proved  re- 
markably farsighted,  because  a  few 
months  later  the  Calgon  Corp.  ap- 
proached Pittsburgh  Coke  about  the 
possibility  of  acquiring  Activated  Car- 
bon. The  two  were  a  natural  fit. 
Calgon  was  a  water-purification  com- 
pany. Activated  Carbon  produced  fil- 
tering materials.   And   so,   with   U.S. 


THE  VISIBLE  HILLMAN 

Though  much  of  the  Hillman  fortune  is  private,  a  substantial 
portion  is  invested  in  publicly  owned  companies  through  the  Hill- 
man Co.,  in  which  Henry  Hillman  and  his  children  have  a  two- 
thirds  interest,  his  stepmother  and  her  children  the  remaining  third. 


Hillman 

Per 

Share- 

Cent 

Net 

holdings' 

of 

Market  Value 

Assets 

Sales 

Income 

(thousands] 

Total 

(millions) 

Company 

Product 

(millions) 

(millions)  (millions) 

715 

89.0% 

$71.9 

Pittsburgh  Coke 

diversified 

$    119.0  5 

;    80.0 

$  2.6 

93 

2.8 

1.4 

Marquette 

cement 

164.4 

88.0 

4.1 

569 

1.6 

55.1 

Merck 

drugs 

487.9 

583.1 

92.9 

410 

1.3 

20.8 

Bayerf 

chemicals 

1,912.5 

1,731.3 

102.5 

137 

36.9 

4.9 

Edgewater 

steel 

17.8 

33.2 

1.0 

243 

9.9 

4.3 

Shakespeare 

sporting  goods 

31.9 

36.6 

1.9 

107 

5.8 

0.6 

Tele-Tape 

TV  films 

7.7 

4.4 

0.3 

826 

20.5 

25.2 

Global  Marine 

oil  well  drilling 

66.1 

35.4 

2.3 

380 

25.5 

16.4 

Copeland  Refrig. 

air  cond. 

43.0 

91.6 

3.0 

180 

5.9 

11.2 

Pittsburgh  Nafl. 

banking 

1,725.4 

91.0 

17.8 

394 

6.5 

10.5 

Texas  Gas 

natural  gas 

530.5 

349.7 

22.8 

306 

8.4 

6.3 

Wheeling  Pitts. 

steel 

600.9 

482.0 

16.1 

63 

12.7 

2.0 

Kollmorgen 

optics 

15.1 

23.1 

0.9 

15 

5.1 

0.5 

Oliver  Tyrone 

real  estate 

48.6 

5.5 

0.3 

56 

1.0 

2.0 

Cummins  Engine 

engines 

251.3 

366.5 

13.2 

12 

— 

0.7 

Chemical  Bank 

banking 

8,967.7 

443.4 

67.3 

18 

— 

0.8 

National  Steel 

steel 

1,359.1 

1,139.1 

75.6 

'Direct  and   indirect.    |  Includes  subsidiaiies  50%   or   more  owned;   does  not   include  Agla  Gevaert   group. 


Steel's  25%  interest  in  hand,  Pitts- 
burgh Coke  worked  out  a  deal  in 
December  1965  to  sell  Activated  Car- 
bon for  $43  million  in  Calgon  stock. 

Meanwhile,  Merck  &  Co.,  the  big 
New  Jersey  pharmaceutical  house, 
had  decided  to  diversify,  and  it  had 
settled  on  water  purification  as  one 
logical  extension  of  its  existing  skills 
and  Calgon  as  a  likely  prospect  for 
acquisition  in  that  area.  Calgon's  exec- 
utives were  reportedly  less  than  over- 
joyed at  having  the  company  sold  out 
from  under  them,  but,  with  a  third  of 
the  stock,  Pittsburgh  Coke  was  in  the 
driver's  seat.  And  so,  in  January  1968 
Pittsburgh  Coke  exchanged  its  1.2  mil- 
lion shares  of  Calgon  for  1  million 
shares  of  Merck,  worth  at  that  time 
something  like  $80  million. 

Pittsburgh  Coke  now  had  55%  of 
its  assets  concentrated  in  a  single  se- 
curity, Merck,  and  Henry  Hillman 
did  not  intend  to  spend  his  life  col- 
lecting Merck  dividends.  Last  summer 
Pittsburgh  Coke  offered  to  exchange 
557,913  of  its  1  million  Merck  shares 
for  the  publicly  owned  common  and 
preferred  of  Pittsburgh  Coke  itself. 
Worth  $10  million  when  U.S.  Steel 
had  an  interest  in  it,  Pittsburgh  Coke's 
Activated  Carbon  business  had  been 
transformed  into  stock  with  a  market 
value  of  $93  million,  an  appreciation 
of  830%  in  just  under  three  years. 

Though  Pittsburgh  Coke  common 
was  then  selling  for  less  than  80,  last 
February  Hillman  offered  to  exchange 
it  for  1.1  shares  of  Merck  worth  rough- 
ly $95  a  share  vs.  a  net  asset  value  at 
year's  end  of  $105.20.  "The  ex- 
change," Hillman  says,  "seems  favor- 
able to  both  those  going  out  and  those 
staying  in.  If  they  stay  in,  it  certainly 
doesn't  hurt  them.  If  they  want  to 
get  out,  they  get  a  good  value." 

Undoubtedly  they  do.  Long  range, 
however,  the  Hillman  Co. — which 
held  onto  its  Pittsburgh  Coke  shares — 
probably  got  the  best  deJ  of  all.  With 
the  exchange  complete,  Pittsburgh 
Coke's  net  asset  value  has  soared  from 
$105  to  $118  a  share.  In  effect,  the 
exchange  was  a  way  of  buying  under- 
priced  assets  with  higher-priced  paper. 

"When  he's  got  something  that's 
fully  priced,"  Howard  Butcher  III 
says  of  the  Merck  deal,  "why,  Henry's 
not  adverse  to  selling  it.  That's  the 
difference  between  a  businessman  and 
a  really  smart  businessman.  A  lot  of 
businessmen  just  buy  things  and  for- 
get to  sell  things.  But  Henry  sells 
them  just  when  they  get  to  be  ripe. 
He's  very  sensible  and  turns  them 
into  cash  and  puts  them  to  work  in 
the  best  place  possible.  The  Merck 
is  fully  priced,  you  see,  so  he's  selling 
it  in  effect — giving  it  to  others." 

In  seeking  new  deals,  Henry  Hill- 
man  quite   frankly  shies   away   from 
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Consolidated 

.gives 


industty 


We  fit  the  needs  of  specific  industries  to  the  advantages 
offered  by  communities  we  serve.  We  do  it  with  our  "Profit 
Fit  Study."  This  recently  completed  area  development 
research  lets  us  tell  15  different  industries  how  they  can 
add  to  profits  by  locating  in  specified  communities  within 
Consolidated's  service  territory.  Each  industry  study  was 
based  on  wages,  labor  requirements,  transportation  and 
supporting  facilities.  This  area  development  tool  is  helping 
us  build  new  growth  prospects  for  CNG. 
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CONSOLIDATED 
NATURAL  GAS 
COMPANY 


V 


The  East  Ohio  Gas  Company,  Cleveland,  Ohio 
The  Peoples  Natural  Gas  Company,  Pittsburgh,  Pa. 
Consolidated  Gas  Supply  Corp.,  Clarksburg,  W.Va. 
West  Ohio  Gas  Company,  Lima,  Ohio 
The  River  Gas  Company,  Marietta,  Ohio 
Lake  Shore  Pipe  Line  Co.,  Cleveland,  Ohio 
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Sold  Off.  Pittsburgh  Coke's  original  coke,  pig  iron,  chemical  and  cement 
businesses  were  concentrated  on  Neville  Island  (above)  in  the  Ohio  River. 


large  companies.  "Smaller  companies 
very  frequently  have  greater  appre- 
ciation possibilities,"  he  explains. 
"Larger  companies  have  reached  a 
state  of  maturity,  and  it's  more  diffi- 
cult to  get  a  doubling  of  value  within 
a  reasonable  period  of  time.  But  in 
small  companies  you  can  come  in 
and  talk  to  people,  get  to  know  and 
understand  them,  and  generate  the 
kind  of  spirit  that  can  get  them 
moving."  What  is  most  notable,  of 
course,  is  Hillman's  talent  for  trans- 
forming a  small  situation  into  a  large 
one,  an  Activated  Carbon  into  a 
Merck,  or — almost — a  SouthPly,  and 
a  U.S.  Concrete  into  a  Piper  Aircraft. 

In  an  effort  to  escape  Chris  Craft, 
Piper's  management  last  spring  was 
prepared  to  pay  and  pay  gener- 
ously, and  Henry  Hillman  was  ready 
to  oblige.  He  was  prepared  to  sell 
SouthPly,  which  had  a  negligible  net 
worth,  for  $10  million  in  Piper  stock, 
and  U.S.  Concrete  Pipe  of  Florida, 
carried  on  the  books  at  $8.4  million, 
for  an  additional  $23  million  in  stock. 
Hillman  would  have  wound  up  with 
close  to  a  fourth  of  Piper's  stock  vs. 
35%  for  the  Piper  family  itself.  But 
that  deal  never  came  off. 

Hillman's  basic  method  is,  as  he  says, 
to  put  two  or  more  things  together 
to  make  a  better  package.  Thus, 
Goerz  Optical,  which  the  Hillman 
Co.  acquired  in  1964,  was  merged 
last  year  with  an  instrumentation  com- 
pany, Kollmorgen  Corp.,  for  95,000 
shares  (10%).  Nichols  Aluminum 
(aluminum  wire  and  sheet),  acquired 
in  1965,  was  merged  only  last  June 
with  Homeshield  Industries  (alumi- 
num building  materials).  And  having 
acquired  Melchior,  Armstrong,  Des- 
sau in  1965,  Hillman  strengthened  its 
existing  businesses  by  acquiring  Fo- 
regger  (hospital  supplies)  and  Bahn- 
son   (air-conditioning  systems). 

Like  his   father  before  him.   how- 


ever, Henry  Hillman  has  generally 
shied  away  from  the  kind  of  venture 
capital  investment  that  can  afford 
really  huge  returns,  the  backing  of 
brand-new  companies.  With  one  no- 
table exception,  of  course:  Global 
Marine,  Los  Angeles'  contract  offshore 
drilling  outfit,  and  Global  Marine  has 
turned  out  to  be  one  of  Henry  Hill- 
man's biggest  and  most  successful 
coups  (see  table,  p.  54). 

Significantly,  however,  Henry  Hill- 
man didn't  find  Global  Marine. 
Global  Marine  found  him,  sought  him 
out  to  provide  the  capital  the  com- 
pany needed  to  expand  when  General 
Tire  unexpectedly  backed  out.  "We 
went  to  him,"  GM's  president,  A.  J. 
Field,  recalls,  "and  he  made  a  rather 
fast  decision,  for  which  we  admired 
him.  He's  a  good  financial  man,  but 
basically  he's  interested  subjectively 
in  things,  looking  for  people,  basically, 
to  bet  on.  Henry's  not  a  man  to  throw 
his  weight  around.  He's  a  man  who 
thinks  in  terms  of  broad  concepts, 
things,  rather  than  the  balance  sheet." 

Henry  Hillman  also  has  his  father's 
love  of  the  deal — the  ingenious  ma- 
neuver, the  dazzling  coup — which  is 
why,  for  all  his  aversion  to  publicity, 
you  find  him  periodically  on  the 
fringes  of  what  could  become  highly 
public  situations.  He  risked  public 
exposure  last  spring  in  getting  in- 
volved in  Piper  Aircraft  (and,  as  this 
story  makes  clear,  finally  got  caught), 
just  as  he  had  done  earlier  in  back- 
ing management  at  Copeland  Refrig- 
eration when  industrialist  Bernard  Mc- 
Donough  made  threatening  takeover 
gestures  a  couple  of  years  ago. 

With  McDonough  on  the  scene, 
Copeland's  chairman  Frank  Gleason 
worked  out  a  deal  to  acquire  a  refrig- 
erator distributorship  from  Hillman's 
Melchior,  Armstrong,  Dessau  subsid- 
iary. "A  number  of  companies  in  the 
business  have  bought  up  distributor- 


ships," Henry  Hillman  explains  in- 
nocently, "feeling  that  if  they  under- 
stand some  of  the  problems  of  being 
a  distributor  they'll  be  able  to  serve 
their  other  customers  better." 

Maybe  so.  But  the  purchase  also 
put  a  large  block  of  Copeland  stock 
in  friendly  hands.  Even  more  curious, 
Copeland  bought  the  Hillman  dis- 
tributorsliip  on  approval — for  105,000 
shares  (7%  of  the  total  outstanding) 
— with  the  understanding  that  within 
a"  year  it  could,  if  it  chose,  sell  the 
distributorship  back  to  Hillman  at 
cost — in  cash,  however,  not  stock. 
Outmaneuvered,  McDonough  backed 
off  and  eventually  sold  out — to  Henry 
L.  Hillman.  In  the  end,  Copeland  de- 
cided it  didn't  want  the  distributor- 
ship after  all  and  sold  it  back  to 
Hillman — for  cash.  By  that  time,  how- 
ever, Hillman's  105,000  Copeland 
shares  were  worth  $4  million,  vs.  $2.2 
million  when  he  bought  them,  and 
with  McDonough's  shares  in  hand, 
Hillman  had  clearly  established  him- 
self as  Copeland's  largest  shareholder. 

Unlike  McDonough,  Hillman — as 
he  repeats  constantly — has  no  interest 
in  taking  control  of  the  companies  he 
takes  positions  in.  He  usually  becomes 
a  director  and  he  makes  his  views 
known,  but  that's  about  all.  Pittsburgh 
Coke,  he  admits,  has  gotten  involved 
recently  in  the  reorganization  of  its 
American  Flyers  airline,  a  Pennsylva- 
nia-based supplementary  airline.  But 
that's  because  American  Flyers'  staff  is 
small  and  hasn't  the  resources  to  do 
the  job  alone.  "Being  spread  as  widely 
as  we  are,"  Henry  Hillman  says,  "we 
don't  feel  we  can,  or  should,  or  care 
to  try  to  operate  things." 

This  is  sound  management  practice 
these  days,  of  course,  but  it  is  also 
the  normal  course  of  second-genera- 
tion wealth.  As  the  UMW's  Pittsburgh 
chief,  Mike  Budzanoski,  puts  it, 
"When  the  founder  of  a  fortune 
passes  away,  the  family  is  often  not 
interested  in  continuing  in  the  same 
mode.  When  you're  an  industrialist, 
you'ra  actually  producing  something, 
and  there's  a  certain  amount  of  hard 
work  and  heartbreak  Li  that.  But  if 
you're  a  financier  or  an  investment 
manager,  you  take  your  chances  and 
manipulate  your  money  in  such  a 
way  as  to  bring  back  the  quickest  re- 
turn. Like  the  Rockefeller  and  Ken- 
nedy families — most  of  them  prefer  to 
enhance  their  fortunes  without  ac- 
tually getting  their  hands  dirty." 

Henry  Hillman  occupies  a  kind  of 
middle  position.  He  doesn't  like  get- 
ting his  hands  dirty  as  his  father 
enjoyed  doing.  But  he  hasn't  turned 
his  back  on  active  business  as  most 
scions  of  great  wealth  have  either. 
Not  by  a  long  shot.  ■ 
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Champagne  on  a  Beer  Budget 

Things  may  no  longer  look  so  golden  for  Conti- 
nental Airlines,  but  it  has  lost  none  of  its  pride. 


Ten  years  ago  Los  Angeles-based 
Continental  Airlines  had  revenues  of 
only  $46  million  and  ranked  next  to 
last  in  size  among  the  nation's  11 
trunk  lines.  Since  then  its  revenues 
have  more  than  quadrupled,  to  $208 
million.  Yet  Continental  still  ranks 
next  to  last.  Everyone  else  has  grown 
too.  What's  more,  Continental  now 
seems  destined  to  remain  in  that  posi- 
tion for  the  foreseeable  future. 

The  reasons  may  have  as  much  to 
do  with  politics  as  with  airline  eco- 
nomics, though  Continental  President 
Robert  F.  Six,  a  well-known  Demo- 
cratic party  supporter,  isn't  saving. 
In  fact,  the  normally  outspoken  Six 
isn't  saving  anything  at  all  these  days. 
It's  been  a  tough  year,  a  year  in 
which  his  dreams  of  making  Conti- 
nental an  international  and  or  a  trans- 
continental carrier  were  shattered. 

The  first  blow  was  administered  by 
Richard  Nixon,  who,  four  days  after 
becoming  President,  reopened  the 
transpacific  route  case.  Under  a  deci- 
sion rendered  a  month  before  by  the 
outgoing  Johnson  Administration,  Six' 
line  had  been  granted  runs  from  Cali- 


fornia to  established  markets  in  Aus- 
tralia and  New  Zealand.  After  a  six- 
month  review,  Nixon  took  the  routes 
away  from  Continental  and  gave  them 
to  American.  Also,  in  July,  the  Civil 
Aeronautics  Board  turned  down  Con- 
tinental's request  for  a  cross-country 
route  from  the  West  Coast  to  Miami. 
Continental  was  left  with  a  certificate 
to  fly  into  Hawaii  from  points  along 
the  Coast,  the  Midwest  and  the  Moun- 
tain states.  But  on  those  runs  Conti- 
nental will  have  to  compete  against 
six  larger  trunk  lines;  big  growth  and 
big  profits  will  come  hard. 

That's  a  Tall  Order 

Small  wonder  that  Continental  men 
are  a  bit  edgy  and  defensive.  "Well, 
we're  not  ready  to  throw  in  the  towel 
yet,"  snaps  Alexander  Damm,  Conti- 
nental's senior  vice  president  and  the 
airline's  second  in  command.  "Sure, 
we're  damn  unhappy  over  losing  the 
Transpacific  route.  I  think  that's  a 
helluva  way  for  the  Government  to  re- 
pay us,  considering  we  were  the  most 
influential  force  in  reducing  the  MAC 
[Military  Airlift  Command]  rates.  As 


for  the  future,  we'll  just  have  to  re- 
double our  efforts." 

That's  a  stiff  order.  In  the  past  two 
years  alone  per-share  earnings  plum- 
meted from  $1.77  to  41  cents.  During 
the  first  half  of  1969  Continental 
earned  only  3  cents  a  share. 

What's  hurting  Continental  is  a 
common  airline  ailment:  new  equip- 
ment coming  into  service  at  a  time 
when  traffic  growth  rate  is  slowing 
down  and  debt  ratios  are  high.  In 
Continental's  case,  it's  not  just  a  mat- 
ter of  a  few  new  aircraft.  In  the  past 
two  years  the  airline  bought  20  new 
jets  worth  $126  million.  Getting  them 
into  effective,  economical  use,  when 
over-all  airline  traffic  growth  has  gone 
from  17.8%  in  June  1968  to  7.6%  in 
June  1969  takes  time.  And  time 
is  fast  running  out  for  Continental. 
Late  next  spring  it  will  get  the  first 
of  four  Boeing  747s.  These  jumbo  jets 
seat  up  to  490  passengers  and  cost 
around  $20  million  a  copy.  With  its 
attempts  to  obtain  long-haul  routes 
into  established  markets  defeated, 
Continental  would  seem  to  have 
bitten  off  another  large  bite. 


WHAT  MIGHT  HAVE  BEEN 

In  the  airline  business  the  big  money  is  made  on 
long-haul  routes.  Continental's  fondest  dream, 
granted  by  Lyndon  Johnson  then  destroyed  by 
Richard  Nixon,  was  to  add  this  series  of  long  trans- 
pacific routes.  Continental  was  left  with  only  the 
routes  from  the  U.  S.  to  Hawaii.  On  paper,  that 
seems  like  a  good  enough  settlement,  but  only  on 
paper  (see  story). 
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But  Damm,  who  is  speaking  for  Six 
these  days,  is  optimistic.  By  emphasiz- 
ing cut-rate  fares,  special  rates  for  fly- 
ing during  off  periods  (such  as  two 
o'clock  in  the  morning)  and  luxury 
seating  throughout  the  plane  (five 
abreast  instead  of  the  usual  six), 
Damm  is  confident  Continental  can 
drum  up  the  passengers  to  fill  its  re- 
cently acquired  jets,  as  well  as  the 
747s.  Such  promotions  have  helped 
Continental  in  the  past,  he  points  out. 
On  the  Los  Angeles-to-Chicago  run, 
its  bread-and-butter  route,  Continen- 
tal sewed  up  a  large  part  of  the  mar- 
ket in  the  face  of  much  larger  com- 
petitors such  as  United  and  TWA. 

"What's  going  to  help  us  is  that  we 
are  already  one  step  ahead  of  the  rest 


Many  Alohas.  Robert  Six 
has  headed  Continental  and 
its  predecessor  carriers  for 
half  his  62  years.  An  old-time 
pilot,  he  pieced  Continental 
together  from  local  lines  in 
the  30s  and  40s.  It  became  a 
trunkline  in  1955.  Earlier  this 
month  Six  extended  his  ser- 
vice into  Hawaii,  once  the 
private  preserve  of  United 
and  Pan  Am.  The  Hawaii  run 
may  have  become  too  un- 
private:  Five  other  big  car- 
riers, TWA,  American,  West- 
ern, Northwest  and  Braniff, 
have  also  been  granted 
new    routes    to    the    Islands. 


of  the  airlines,"  argues  Damm.  "We 
don't  pull  our  planes  out  of  service 
for  two  to  three  weeks  for  a  mainten- 
ance overhaul.  We  do  a  little  each 
time  the  plane  is  on  the  ground. 
Therefore,  we  get  more  efficient  use 
of  our  invested  capital.  That's  the  key 
factor  which  gives  us  one  of  the  low- 
est break-even  load  factors  in  the  in- 
dustry." Other  airlines  are  just  begin- 
ning to  realize  this." 

The  figures  show  that  Continental  is 
the-  third  most  efficiently  operated 
trunk  line.  Last  month  its  break-even 
load  factor  of  42%  was  just  a  few 
points  higher  than  the  industry's  best 
performers:  Northwest  (35%)  and 
National  (39%). 

Damm  figures  the  747s  will  become 
Continental's  workhorses  on  the  Ha- 
waii route.  By  the  time  the  airline 
gets  its  first  jumbo  jet,  Damm  feels 
certain  Continental  will  have  enough 
market  share  to  fill  them  up.  It  is  of- 
fering an  $85  one-way  fare  on  its  Los 
Angeles-to-Hawaii  flights,  15%  below 
United's  current  economy  fare  of  $100. 
Continental,  obviously,  is  willing  to 
give  up  immediate  profits  in  an  attempt 
to  get  volume. 

Continental  also  plans  to  use  the 
747  in  its  military  airlift  operations, 
which  contributed  $57  million  to  the 
company's  revenues  last  year.  And  it 
has  applied  for  a  6,000-mile  route  be- 
tween the  islands  of  Okinawa  and 
Tahiti.  Continental  could  have  an 
edge  in  this  case.  Through  its  31% 
ownership  in  Air  Micronesia,  Conti- 
nental has  been  operating  in  intra- 
island  air  service  since  1968.  The  line, 
however,  is  operating  in  the  red. 

Damm  argues  Continental's  case 
earnestly.  But  it  all  boils  down  to 
whether  the  line  can  afford  cham- 
pagne— that  is,  the  big  new  planes 
and  the  heavy  expense  of  promoting 
its  Hawaii  run — on  its  current  beer 
budget.  Not  only  are  profits  down, 
Continental  also  carries  a  debt-to- 
equity  ratio  of  3-to-l,  which  is  high 
even  for  the  heavily  leveraged  airline 
business.  There  seems  to  be  at  least 
reasonable  doubt  that  it  can  succeed. 

This  raises  the  question  of  merger. 
For  well  onto  three  years,  highly 
placed  airline  men  have  predicted  a 
merger  movement  in  their  industry, 
particularly  among  the  small  trunk 
lines  and  feeder  lines  as  planes  be- 
come more  expensive  and  operating 
costs  rise.  One  rumored  partner  is 
Western,  now  controlled  by  Las 
Vegas'  splashy  Kirk  Kerkorian. 

What  does  Damm  say  of  that?  Con- 
tinental, in  its  advertising,  bills  itself 
as  The  Proud  Bird  with  the  Golden 
Tail."  Damm  reflects  that  pride. 
"We're  not  running  to  anybody  for 
help,"  he  retorts.  ■ 
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been  there  five  months.  With 
nd  in  sight. 

ay  look  like  a  bed  of  roses. 
he  knows  better.  And  so  does 
company. 

y're  paying  double  salaries.  To  the 
in  bed.  To  his  replacement 
le  office. 

g  term  disabilities  have  made  a 
3s  of  more  than  one  company's 
nces.  Not  to  mention  their 
Dloyee  relations. 

over  half  of  American  Businesses 
Dre  the  simple  alternative. 
As  Salary  Continuance  Plan, 
kind  of  comprehensive  coverage 


that's  needed  in  business  today. 
With  benefits  available  to  age  65. 
CNA's  Salary  Continuance  Plan 
covers  all  accidents,  diseases  and 
pre-existing  conditions.  It  pays 
during  rehabilitation. 
It  even  covers  the  sticky  medical 
problems  of  modern  businessmen. 
Alcoholism.  Nervous  disorders. 
Mental  problems. 
And  our  CNA  Plan  encourages 
employees  to  pay  the  premiums. 
They're  payroll  deductible,  and 
average  less  than  1  %  of  a  salary. 


Kept  man. 


So  employees  can  insure  their  own 
usefulness,  ajid  the  company  doesn't 
feel  a  financial  pinch. 
Talk  to  us  about  our  Salary 
Continuance  Program.  Like  all  our 
employee  benefits,  CNA's  Plan  does 
two  things.  It  helps  a  company  lower 
its  cost  of  doing  business.  And 
reassures  employees  they're  being 
kept  in  good  faith. 
Contact  your  agent.  Or  write  to  us. 

a  *mCA/A/insurance  service 

DEPT  18WZ  •  310  S  MICHIGAN  AVE  •  CHICAGO,  ILL  60604  •  CONTINENTAL  CASUALTY  CO. 
AMERICAN  CASUALTY  COMPANY  •  NATIONAL  FIRE  INSURANCE  COMPANY  OF  HARTFORD 
TRANSCONTINENTAL  INSURANCE  COMPANY  •  TRANSPORTATION  INSURANCE  COMPANY 
VALLEY   FORGE    INSURANCE  COMPANY  •  VALLEY  FORGE  LIFE  INSURANCE  CO.  •  CNA 
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He  Who  Hesitates.  .  - 

in  most  cases  is  lost.  But  G.  D.  Searle  still  has  a  chance. 


Back  in  the  good  old  days  G.  D. 
Searle  &  Co.  of  Skokie,  111.  was  a  small, 
family-run  drug  manufacturer  with  an 
excellent  reputation  for  quality  and 
research.  It  was  highly  profitable,  net- 
ting upwards  of  25%  on  stockholders' 
equity  in  most  years.  Its  sales  grew 
steadily,  by  a  million  or  two  a  year, 
to  around  $37  million  in  1960. 

Then  along  came  The  Pill.  Searle's 
researchers  had  come  up  with  the 
first  oral  contraceptive,  and  it  was  put 
on  the  market  in  1960.  Within  four 
years  the  company's  sales  rose  135% 
to  $87  million;  its  return  on  equity 
soared  to  38%.  Suddenly  Searle  was 
no  longer  just  a  prosperous  little 
company.  It  was  a  very  rich  one.  At 
the  end  of  1964  it  had  total  assets  of 
$73  million.  Almost  half  of  that,  $35 
million,  was  in  cash  and  marketable 
securities.  Against  this  it  had  literally 
no  long-term  debt  and  only  $7  million 
in  current  liabilities. 

At  that  point  President  John  G. 
Searle,  grandson  of  the  company's 
founder,  had  a  mouth-watering  oppor- 
tunity. On  top  of  his  $35-million 
cash  wad  he  had  the  potential  to  raise 
at  least  as  much  in  debt,  for  a  total  of 
$70  million  or  more.  His  stock  sold 
for  a  very  tradeable  34  times  earn- 
ings. With  all  that  to  work  with,  he 
could  have  vastly  expanded  his  own 
business  or  bought  into  almost  any 
other  business  he  pleased. 

Double   Blow 

Instead,  Searle  did  nothing,  or  al- 
most nothing.  He  made  no  large  ac- 
quisitions. He  plowed  only  what  he 
had  to  back  into  his  own  company. 
About  all  he  did  with  his  mounting 
riches  was  to  treble  the  dividend,  to 
$1.30  a  share  between  1962  and  1965, 
for  an  exceedingly  high  payout  of 
more  than  70%.  That  move  probably 
hurt  him  more  than  it  helped,  since 
the  Searle  family  owned  about  half 
the  stock.  Their  increased  dividends 
were  taxed  twice — first  as  corporate 
income,  then  as  personal  income. 

By  1966,  when  John  Searle  stepped 
up  to  the  chairmanship  and  handed  the 
presidency  over  to  his  39-year-old 
son,  Daniel  C.  Searle,  the  handwriting 
was  already  on  the  wall.  Competition 
in  birth-control  pills  from  the  likes 
of  Johnson  &  Johnson,  Upjohn  and 
Syntex  had  swiftly  ended  Searle's 
market  dominance.  Inevitably,  the 
rapid  initial  growth  of  Pill  sales 
slowed  way  down  as  the  market  be- 
came more  saturated.  Today,  in  fact, 
Pill  sales  are  declining  slightly,  main- 
ly because  the  fears  over  unpleasant 


side  effects  won't  go  away.  The  re- 
sult: Searle's  earnings  in  1968  barely 
inched  ahead,  from  $1.93  to  $1.96  a 
share.  This  year  they  may  advance 
even  less. 

What  happened?  Why  did  Searle 
fail  to  grab  its  marvelous  opportunity? 
Neither  John  nor  Dan  Searle  is  blind, 
or  stupid.  Both  recognized  the  op- 
portunity. The  best  explanation  is  that 
it  caught  them  completely  unawares. 
They  were  unprepared  for  it,  and 
when  it  was  upon  them  they  were 
uncertain  about  how  to  take  hold  of 
it.  There  were,  for  example,  periodic 
rumblings  from  the  Food  &  Drug 
Administration,  Congress  and  medical 
researchers  about  side  effects.  So 
Searle  says  he  hesitated  to  plunge 
ahead  for  fear  that  the  Pill  might 
suddenly  be  banned,  causing  severe 
damage  to  the  financial  underpinnings 
of  any  large-scale  expansion  moves. 
As  for  getting  into  other  drug  lines, 


New  Style  Dan  Searle,  who 
became  president  in  1966, 
prepared  for  the  job  at  Har- 
vard Business  School.  He's 
more  the  scientific  manager 
than  was  his  father,  John 
Searle,  who  once  arranged 
a  merger  with  Abbott  Labs, 
then  stopped  it  when  he  real- 
ized how  much  he  and 
Abbott's  George  Cain  fought 
on  the  golf  course. 


Searle  was  more  than  willing.  That 
was  a  business  he  knew.  But  by  then 
even  Searle's  researchers  were  hard- 
pressed  to  come  up  with  new  prod- 
ucts. "The  costs  of  drug  research 
were  increasing,  but  the  results  were 
unpredictable,"  explains  the  younger 
Searle. 

Dan  Searle,  a  Harvard  Business 
School  graduate,  offers  still  another 
reason  *  for  his  hesitation  to  expand 
into  new  fields.  He  felt  his  manage- 
ment was  simply  not  geared  to  cope 
with  running  a  wide  variety  of  busi- 
nesses. He  argues  that  Searle  would 
have  gotten  into  even  greater  trouble 
by  moving  ahead  too  quickly. 

Still,  today's  slowdown  in  earnings 
growth  at  Searle,  and  the  lack  of  any 
significant  diversification  to  make  up 
for  it,  indicates  clearly  that  manage- 
ment was  too  cautious.  To  be  sure,  it 
did  make  some  acquisitions.  It  finally 
moved  in  mid-1966  to  acquire  a  small 
electronic  instruments  company,  $19- 
million  (sales)  Nuclear-Chicago  Corp. 
But  it  was  more  than  two  years  be- 
fore it  made  another  acquisition,  tiny 
Curtiss  Breeding  Co.  ($3-million- 
sales ) ,  a  specialist  in  veterinary  drugs, 
late  in  1968.  In  recent  months  Dan 
Searle  has  made  two  more  acquisi- 
tions, but  all  very  small. 

The  Twist 

The  fascinating  twist  in  this  latest 
chapter  of  the  Searle  story,  however, 
is  that  it  isn't  over  yet.  The  company's 
balance  sheet  is  still  as  lush  as  ever; 
a  great  opportunity  still  exists.  Searle 
today  lists  a  cash  balance  of  more 
than  $46  million,  out  of  total  assets 
of  $141  million,  plus  a  low  equity-to- 
debt  ratio  of  only  5-to-l.  Other  fac- 
tors have  changed,  of  course.  The  Pill 
market  has  ceased  to  grow  and  Searle's 
earnings  growth  has  slowed  to  a 
creep.  The  company's  stock,  down 
from  85  to  40  since  1964,  now  com- 
mands about  20  times  earnings.  Good 
acquisitions,  after  the  buying  spree  of 
the  last  several  years,  are  harder  to 
find,  and  the  Justice  Department  is 
talking  tougher.  "We're  no  longer  a 
glamour  stock,"  says  Financial  Vice 
President  Kenyon  Bowes,  "but  we 
have  more  going  for  us  than  most  that 
are  labelled  that  way." 

It  is  a  tantalizing  opportunity  for 
young  Dan  Searle  to  plow  full  speed 
ahead.  But  his  strategy  remains  one 
of  restraint.  He's  making  small  acqui- 
sitions and  at  the  same  time  trying  to 
beef  up  his  management.  He's  being 
very  careful,  as  in  the  past,  not  to 
expand  beyond  what  he  feels  is 
Searle's  management  capability.  "Five 
years  from  now  drugs  will  still  be  the 
largest  part  of  our  business,"  says  Dan 
Searle,  "but  in  ten  or  fifteen  .  .  .  who 
knows?"  ■ 
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The 

Sitting 

Duck 


A  plane  that's  grounded  for  service  makes  a 
sitting  duck  of  any  businessman  who  wants  to  get 
someplace  in  a  hurry. 

Maybe  that's  why  so  many  high-flying  execu- 
tives are  turning  to  the  Hawker  Siddeley  DH  125 
for  their  company  jet. 

We  don't  duck  the  fact  that  even  a  superbly 
made  plane  like  the  DH  125  needs  proper  main- 
tenance. And  we  plan  accordingly.  Hawker  Siddeley 
service  is  always  there  when  you  want  it.  Any  place. 
Any  time.  In  city  after  city.  In  the  United  States 
and  around  the  world. 

It  is  our  honest  opinion  that  there  is  no  better 
business  jet  than  the  DH  125.  It  can  land  where 
other  planes  can't.  It's  extremely  quiet.  It  has 
a  cabin  that  lets  a  grown  man  stand  without  stoop- 
ing. It  has  Rolls  Royce  engines,  and  is  tooled 
with  painstaking  care  down  to  the  last  rivet. 

But  when  it  needs  service,  you  get  service.  Fast. 
Efficient.  On  the  spot. 

Which  would  you  rather  be— a  bird  on  the  wing 
or  a  sitting  duck? 


Hawker  Siddeley  DH  125 

The  businessman  is  a  special  kind  of  bird. 


Hawker  Siddeley  International  Inc.,  La  Guardia  Field,  N.Y.  Tel.  212-335-3370.  Distributors:  AiResearch  Aviation,  Los  Angeles  International  Airport,  Calif.  Tel.  213-646-2770. 
Atlantic  Aviation  Corp.,  Greater  Wilmington  Airport,  Del.  Tel.  302-322-2211.  Atlantic  Aviation  of  Canada  Ltd.,  Montreal  International  Airport,  P.Q.  Tel.  514-636-4155. 
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Not  So  Sweet 


Neither  an  attractive  acquisition  nor  a  bold  acquisitor, 
American  Sugar  goes  its  conservative,  low-profit  ways. 


A  prime  takeover  candidate — that's 
what  the  venerable  American  Sugar 
Co.  looks  like  at  first  glance.  It  is  the 
dominant  factor  in  a  basic  business, 
cane  and  beet  sugar  refining.  It  has 
two  well-known  brand  names,  Dom- 
ino and  Spreckels.  Its  sales  are 
slightly  over  $500  million.  It  has  as- 
sets of  almost  $300  million.  Yet  its 
earnings  have  been  more  or  less  on 
a  plateau  for  over  50  years.  Yes,  50 
years.  Last  year  it  earned  $10.6  mil- 
lion, only  $1  million  more  than  in 
1919  and  about  the  same  as  in  1963, 
1962  and  1959.  Rarely  in  the  past 
decade  has  its  comparatively  thin 
stock  (3.5  million  shares  outstanding) 
sold  above  book  value.  And  the  stock 
is  widely  held — only  about  4%  is  in 
friendly  hands.  Isn't  that  just  the 
sort  of  low-priced,  asset-heavy  situa- 
tion takeover  artists  yearn  for? 

Yet  in  the  78  years  since  it  started 
as  the  famous  sugar  trust,  American 
Sugar  has  never,  unlike  such  smaller 
competitors  as  Holly  Sugar  and  Great 
Western,  been  raided  even  once. 

Wallflower 

"We're  looked  at  from  time  to 
time,  I  suppose,"  says  William  F. 
Oliver,  who  has  presided  over  this 
study  in  stagnation  for  the  last  15 
years.  But  he  hastens  to  add  that  the 
acquisitors  probably  don't  find  Ameri- 
can Sugar  very  attractive.  "Our  work- 
ing capital  is  down  close  to  the  abso- 
lute minimum  and  our  long-term  debt 
of  $78  million  is  pretty  high." 

To  top  it  all,  the  sugar  business  it- 
self is  unattractive.  Take  the  waistline 
problem.  In  a  poor  society  where 
physical  labor  is  common,  sugar  is  a 
cheap  form  of  energy;  in  an  affluent, 
sedentary  society  it's  a  calorie-laden 
temptation.  Even  soft  drinks  are  turn- 
ing to  low-calorie  substitutes. 

Twenty  years  ago,  a  much  poorer 
U.S.  population  used  38%  of  all  sugar 
in  the  kitchen,  and  so  the  refiners 
could  profitably  cultivate  brand  con- 
sciousness. No  longer.  "There's  been  a 
tremendous  shift  away  from  sugar  for 
the  household  into  industrial  sugar," 
says  Oliver.  "Sugar  for  the  household 
used  to  be  half  the  total.  Now  it's 
down  nearly  to  a  fourth."  Not  only 
is  cake-baking  and  fudge-making  on 
the  decline,  but  Americans  use  a  far 
lighter  hand  with  the  sugar  bowl. 

The  jams  they  use,  the  cakes  and 
cookies  they  eat,  increasingly  come 
from  the  supermarket.  The  sugar  to 
make  it  is  bought  by  big  food  com- 
panies.   They're    price-conscious,    not 


brand-conscious,  and  every  pound  of 
sugar  they  buy  carries  a  smaller  profit 
margin.  This  explains  why  American 
Sugar  isn't  making  much  more  than  it 
did  20  years  ago,  even  though  its  pro- 
duction has  doubled. 

Though  it  may  be  hard  to  imagine, 
the  picture  has  been  getting  even 
gloomier.  Newcomers  have  entered 
the  field,  though  with  not  much 
success,  asserts  Oliver.  "Some  hot-shot 
people  have  come  into  the  business 
thinking  it  was  easy  and  that  only 
a  bunch  of  sluggards  were  working 
at  it,"  he  complains.  "PepsiCo,  for 
example,  has  had  its  problems.  Or 
take  Owens-Illinois.  They  were  going 
to  put  $20  million  into  a  sugar  plant 
in  the  Bahamas  but  they  found  the 
plant  cost  them  $30  million  and  they 
had  much  higher  start-up  costs  than 


Quarter-Century.  Shy,  quiet 
Bill  Oliver  came  straight  to 
American  Sugar  from  Prince- 
ton in  1936,  became  presi- 
dent at  age  39.  Says  he,  "I 
can't  imagine  another  man 
being  chief  executive  for  15 
years  and  still  have  the  pros- 
pect of  ten  more.  I  don't  think 
it     should     happen     again." 


expected.  This  has  a  familiar  ring." 

Thus  does  Bill  Oliver  defend  his 
company's  lackluster  record.  Could 
he  have  done  a  better  job  under  the 
circumstances?  Perhaps  he  could  have. 
After  all,  American  Sugar  has  had 
cash  flow  averaging  $20  million  a  year 
in  recent  years.  Couldn't  it  have  been 
better  spent  diversifying? 

Olfver  says  no.  "Management  de- 
cided we  couldn't  afford  to  give  the 
business  up;  we  had  too  much  in- 
vested in  it.  To  stay  in  in  a  major  way 
we  had  to  modernize  and  develop 
plant,  and  that's  what  we  did." 
Nor,  Oliver  points  out,  could  the 
company  have  foreseen  Castro,  who 
seized  Cuban  holdings  worth  some 
$90  million,  $25  a  common  share. 

Moreover,  Oliver's  record  is  not  es- 
pecially good  on  what  diversification 
he  has  undertaken.  Diversification 
in  the  food  business,  he  says,  was  out 
because  of  American  Sugar's  ancient 
antitrust  record.  Besides,  he's  reluc- 
tant to  compete  with  his  custom- 
ers. 

On  top  of  this,  the  company,  for 
all  its  strong  balance  sheet,  has  lacked 
what  it  takes  for  major  acquisitions. 
Most  of  its  untapped  borrowing 
power  was  used  to  clean  up  the 
balance  sheet  and  to  help  finance  a 
15-year,  $125-million  modernization 
program.  Its  stock,  selling  well  under 
book  and  frequently  at  less  than  ten 
times  earnings,  was  hardly  attractive 
for  acquisition  purposes. 

Oliver's  first  nonsugar  acquisition 
was  Cochran  Equipment,  a  small  (un- 
der $5  million)  producer  of  airline 
baggage  handling  equipment.  Oliver 
soon  concluded  that  it  would 
drain  too  much  capital.  "And,"  he 
adds,  "there  were  management  prob- 
lems." So  Oliver  backed  away.  Coch- 
ran was  sold  to  Western  Gear  Corp. 
last  year  at  a  profit  of  $690,000. 

Last  year  he  tried  again.  He  bought 
Duff-Norton  (estimated  1968  sales 
of  $15  million),  a  producer  of  jacks 
and  hoists,  for  $14.3  million  in  con- 
vertible preferred  stock.  Oliver  says 
he  plans  to  diversify  more.  By  the 
time  he  retires  ten  years  from  now, 
he  hopes  that  at  least  25%  of  the  com- 
pany's profits  will  come  from  non- 
sugar  operations.  That  will  hardly  ex- 
cite the  stock  market,  but  it's  pretty 
heady  for  American  Sugar. 

"We  recognize  that  sugar  has 
limited  growth,"  says  Oliver.  "It's 
easy  to  criticize  this  sort  of  approach 
on  the  grounds  that  we're  not  making 
hay  very  rapidly  and  the  world  does 
change.  But  we  would  rather  move 
carefully  and  not  make  a  mistake." 

A  sound  enough  statement.  But 
there  is  a  point  at  which  prudence 
turns  into  timidity.  Question:  Has 
American  Sugar  crossed  the  line?  ■ 
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Bombs  for  Peace 

EG&G  hopes  to  apply  its  nuclear  bomb-testing  know- 
how  to  drill  for  gas  and  oil  and  dig  ditches.  But 
will  its  big  bangs  ultimately  bring  in  bucks  or  boos? 


"EGG"  is  the  traders'  nickname  for 
Boston's  EG&G,  Inc.  whose  initials 
stand  for  its  three  MIT  founders, 
Edgerton,  Germeshausen  and  Grier. 
It's  an  apt  name  for  this  collection  of 
eggheads,  delving  deeply  into  em- 
bryonic, unhatched  technologies. 

For  22  consecutive  years  EG&G's 
earnings  and  sales  have  set  new  rec- 
ords, rising  to  SI  12  million  and  78 
cents  a  share  in  1968.  But  its  stock 
price  has  moved  up  and  down  like  a 
Yo-Yo.  Its  price  earnings  ratio  moves 
in  the  rather  harrowing  range  of  139 
to  16.  Small  wonder  investors  are  con- 
fused. EG&G  President  Bernard  J. 
O'Keefe  sympathizes,  "How  do  you 
put  a  dollar  sign  on  dispersing  fog 
from  Los  Angeles  International  Air- 
port or  breaking  up  hail  or  making 
rain  in  Puerto  Bico?"  He  could  have 
included  other  far  from  mundane  ac- 
tivities like  developing  a  nonpolluting 
steam-driven  bus,  photographing  and 
charting  the  bottom  of  the  sea,  manu- 
facturing artificial  limbs,  beacons  for 
satellites — not  to  mention  the  camera 
flash  used  by  the  lunar  astronauts. 

Plowshare   Possibilities? 

Some  product  line!  Yet  these  exotic 
activities  are  not  the  real  ke>  to 
EG&G's  future.  According  to  O'Keefe, 
his  eompanv  s  "explosive  growth  po- 
tential'' still  depends  on  its  love  affair 
with  the  nuclear  bomb.  "The  peace- 
time use  of  nuclear  explosives  is  still 
potentially  the  greatest  thing  we  have." 

EG&G  has  the  only  prime  contract 
Irom  the  Atomic  Energy  Commission 
for  firing,  testing  and  measuring  nu- 
clear devices.  About  once  every  two 
weeks  EG&G  does  its  thing — creating 
an  "event,"  as  they  call  it,  in  Nevada. 

In  spite  of  acquiring  scores  of  com- 
panies, often  started  by  colleagues  or 
former  MIT  students,  EG&G  still 
gets  40%  of  its  consolidated  revenues 
($112  million  in  1968)  from  the 
AEC.  EG&G  has  set  off  all  but  three 
nuclear  bombs  exploded  by  the  AEC. 
The  company  also  has  prime  responsi- 
bility for  the  instrumentation  and 
testing  of  the  nuclear  rocket  engine 
required  for  interplanetary  flights.  It 
has  a  major  role  in  developing  instru- 
ments used  to  monitor  the  Test  Ban 
Treaty  and  maintaining  U.S.  capa- 
bilities to  resume  atmospheric  tests 
if  the  Bussians  violate  the  treaty. 

In  addition,  EG&G  has  an  uncon- 
solidated subsidiary  that  just  won  a 
five-year  prime  contract  of  about  $115 
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million  yearly  to  continue  support 
services  at  the  Nevada  test  site.  The 
services  include  drilling  and  tunnel- 
ling holes  for  test  blasts.  That  gives 
EG&G  a  total  of  7,000  employees  in 
Nevada,  making  it  that  state's  largest 
private  employer. 

All  these  things  give  EG&G  great 
potential,  but  not  great  profits.  EG&G 
netted  under  4%  on  its  consolidated 
sales  last  year  and  \%  on  its  uncon- 
solidated SI  10  million.  Why  so?  A 
major  reason  is  that  EG&G  is  largely 
a  government  contractor  in  an  area 
where  higher  profits  would  be  out  ol 
order — to  say  the  least.  For  all  this 
nuclear  knowhow  to  become  really 
profitable,  there  will  have  to  be  a 
breakthrough  in  peaceful  uses  of 
atomic    explosives 

What  are  some  of  those  uses? 
EG&G  instruments  should  find  a  big 
future  market  in  nuclear  power  plants, 
which  generate  energy  Irom  slowed- 
down  nuclear  reactions.  Hut  O'Keelc's 
4  potential  is  using  the  bomb 
for  earth-moving,  like  blasting  out  a 
new    Panama     ('anal    or    drilling     lor 


No  Egghead.  In  contrast  to 
the  professor-types  who  foun- 
ded EG&G,  President  Bernard 
J.  O'Keefe  is  a  tough  ex- 
Navy  lieutenant  who  served 
as  a  supervisor  on  the  Man- 
hattan Project  to  develop 
The  Bomb.  A  realist, 
O'Keefe  is  building  up  EG&G's 
very  weak  marketing  and 
production  arms  to  catch  up 
with  its  superior  research 
and    development    strengths. 
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oil.  He  sees  the  day  when  1,000  blasts 
a  year  will  be  used  for  this  puipose. 
That's  right,  1,000  events. 

But  there's  a  rub  and  it's  quite  a 
rub.  Public  reaction  to  nuclear  blast- 
ing has  mounted  to  a  point  where 
virtually  every  proposed  peaceful  use 
has  been  strongly  opposed. 

For  example,  the  American  Civil 
Liberties  Union  has  been  attempting 
to  block  the  experimental  blast 
scheduled  for  Sept.  4  in  the  Rulison 
field  near  Rifle,  Colo.  One  plaintiff, 
a  farmer,  only  lives  three  and  a  half 
miles  away. 

Nearly  all  of  EG&G's  short-term 
potential  rests  on  the  results  of  the 
Rulison  experiment,  which  would  have 
taken  place  last  May  when  heavy  snows 


forced  cancellation  of  the  test.  In 
1967  under  the  AEC's  Project  Plow- 
share, a  nuclear  bomb  proved  El  Paso 
Natural  Gas  could  increase  output 
from  one  of  its  wells,  though  the  gas 
was  too  radioactive  to  be  sold.  Then 
tiny  Austral  Oil,  controlled  by  E.  Ro- 
land Harriman,  brother  of  Averell, 
hired  an  EG&G  affiliate  jointly  owned 
with  Continental  Oil.  He  then  per- 
suaded the  AEC  to  schedule  a  new 
blast  on  land  which  is  currently  worth- 
less, but  which  has  perhaps  $1.4  bil- 
lion worth  of  natural  gas  reserves 
which  cannot  be  reached  economic- 
ally by  conventional  methods. 

EG&G  will  only  recover  its  "costs" 
on  the  job,  having  been  turned  down 
flat  when  it  asked  Austral  Oil  Chair- 


man C.  W.  Leisk  for  an  equity  posi- 
tion. The  results  of  the  first  ex- 
perimental blast  will  not  be  known 
soon.  The  blast  hole  can  not  be  re- 
entered for  six  months  until  the, 
radioactivity  dies  down.  Then  Austral 
will  learn  if  the  blast  cracked  the  rock 
enough  to  release  gas.  If  the  initial 
blast  is  a  success,  what  does  Austral 
need  to  release  the  rest  of  the  gas? 
Only  99  more  nuclear  explosions  and 
an  Act  of  Congress  amending  the 
Atomic  Energy  Act  of  1954  which 
forbids  commercial  exploitation  of  nu- 
clear explosives. 

"This  can  be  a  huge  business,"  says 
EG&G's  O'Keefe,  adding,  "we're  going 
slow.  One  serious  accident  could  set 
us  back  five  years."  ■ 


Fashionably  Poor  j 


Villager  Industries,  a  hot  Wall  Street  num- 
ber last  year,  is  suddenly  out  of  style. 


Norman  Raab,  53,  President  of  Phila- 
delphia's Villager  Industries,  is  talk- 
ing fast  these  days,  but  not  to  the 
press.  He's  keeping  his  bankers  posted 
on  the  two-year  extension  on  $20 
million  of  his  company's  $47.6-million 
short-term  debt.  Despite  record  1968 
sales  of  $132  million,  Villager  stock 
has  dived  from  44/2  to  12  this  year, 
as  earnings  practically  vanished. 

Norman  Raab  and  his  brother  Max 
had  built  Villager  after  the  war  on 
the  ruins  of  a  small  ladies'  shirtmak- 
ing  firm  founded  by  their  father. 
When  the  firm  was  in  trouble  in  the 
early  Fifties  from  cut-price  Japanese 
competition,  Norman  seized  on  the 
fad  among  teen-age  girls  to  wear  men's 
shirts.  In  1958  the  tailored  shirts  came 
out  lengthened  a  bit  as  a  fine  of 
Villager  dresses.  Adding  item  after 
item,  he  lifted  sales  to  $2.6  million 
in  1960.  By  1965,  when  Villager  went 
public,  it  had  sales  of  $18.8  million 
and  per-share  earnings  of  51  cents. 

Raab's  success  was  built  on  innova- 
tion laced  with  luck.  He  aimed  his 
line  at  upper-middle-income  women, 
age  15  to  35,  sold  it  through  better 
department  stores  to  avoid  discount- 
ing, and  practically  forced  the  stores 
to  carry  it  by  sparkling  advertising 
to  the  consumer.  When  he  had  trouble 
getting  into  certain  markets,  he  con- 
vinced some  friends  to  open  stores 
just  to  carry  Villager  clothes — and 
now  has  over  130  franchised  outlets. 

The  Blind  Spots 

But  despite  his  uncanny  flair  for 
merchandising,  Norman  Raab  had  no 
feel  whatever  for  financial  or  organiza- 
tional planning.  Realizing  he  needed 
help,  in  1966  be  hired  as  financial 
vice  president  a  young  New  York 
lawyer,  Alan  Salke,  who  had  handled 
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Villager's  security  registration.  By  late 
that  year  Salke  was  tacitly  endorsing 
analyst  predictions  of  earnings  of  $5.5 
million  to  $6  million  on  $55  million 
to  $60  million  sales. 

The  sales  made  it  but  the  earnings 
did  not,  reaching  only  $4.7  million. 
Salke  promised  new  financial  controls. 
When  earnings  deteriorated  still  fur- 
ther in  the  first  half  of  1967,  Salke 
and  Raab  issued  a  press  release  prom- 
ising "steps  to  correct  the  situation." 
The  steps  included  a  new  computer- 
ized distribution  center  to  alleviate 
persistent  delivery  problems,  plus  a 
fast  acquisition  program  designed  to 
buy  earnings. 

Instead,  it  merely  bought  sales, 
which  jumped  to  $132  million  in  1968. 
But  it  also  compounded  the  com- 
pany's management  problems,  while 
profits  continued  to  sag.  And  the 
computerized  distribution  center  was 
an  expensive  failure,  largely  because 

Raab  of  Villager 


no  suitable  computer  program  could 
be  found. 

Just  over  a  year  ago  Norman  Raab 
announced  a  complete  corporate  re- 
organization, moving  brother  Max  in- 
to a  lesser  job  and  elevating  Salke 
to  the  presidency.  But  that  did  not 
prevent  a  collapse  of  inventory  control 
late  in  the  year  that  prevented  cus- 
tomers from  getting  the  deliveries 
they  needed.  For  the  franchised  stores, 
it  was  murder.  Only  now  are  the  pro- 
duction and  distribution  problems  be- 
ginning to  be  straightened  out,  but 
earnings  cannot  hope  to  recover  until 
deliveries  and  payments  are  made  on 
the  line  for  spring  of  1970. 

Looking  back,  Norman  Raab  has 
conceded  that  his  greatest  mistake 
was  in  running  up  a  $47.6-million 
short-term  debt  in  his  harried  search 
for  acquisitions.  It  has  forced  him  to 
take  drastic  measures,  like  firing  close 
to  150  employees.  Last  month  he  con- 
vinced his  major  Philadelphia  and 
New  York  banks  to  extend  $20  million 
of  short-term  debt  for  two  years,  and 
advance  him  $2.5  million  in  working 
capital.  But  he  and  brother  Max  each 
had  to  pony  up  $2  million  of  their  own 
personal  funds,  in  the  face  of  a  paper 
loss  of  $49  million  on  the  family's 
holdings  of  Villager  stock.  The  com- 
pany has  also  had  to  sell,  at  a  loss 
of  $1.2  million,  Endicott-Johnson  and 
Graniteville  stock  acquired  in  unsuc- 
cessful merger  attempts. 

That  would  still  seem  to  leave  at 
least  two  questions  unanswered:  1) 
Will  Norman  Raab  continue  to  stick 
with  Alan  Salke?  and  2)  How  will 
the  other  $27  million  in  short-term 
debt  be  paid?  Both  could  be  adequate 
reasons  why  Norman  Raab  is  talking 
to  his  bankers  these  days  rather  than 
to  the  press.  ■ 
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One  of  the  many  challenging 
assignments  as  The  Boeing  Com- 
pany moved  into  production  of  its 
new  350  to  490  passenger  superjet 
was  how  to  speed  engineering 
drawing  changes  to  the  various 
using  areas. 

The  new  KUED  system  pro- 
vided a  major  contribution,  reduc- 
ing "data  flow"  time  from  days  to 
about  24  hours.  The  secret  was  in 
keeping  engineering  drawings  and 
support  data  together— and  getting 
it  to  engineers  quickly. 

KUED  stands  for  Kodak  Unit- 
ized Engineering  Data.  And  the 


unitizing  is  done  in  a  new  Recordak 
Micro-Thin  jacket  that  holds  both 
35mm  and  16mm  microfilm  images. 

Engineering  drawings  are  com- 
pacted   into   sharp,   clear 
images  on  35mm  micro- 
film. Support  data  is  ^ 
recorded  on  16mm      ^^^k 
film.  The  Micro-Thin       *^jk>  yqi 
jackets  can  be  quickly        ^1^^ 
duplicated  and  routed  in     ^ 
microfiche  form. 

Then,  any  number  of 
low-cost  "throw-away"  diazo 
film  copies  can  be  made  from  the 
master  microfiche  for  use  by  drafts- 


men or  engineers.  If  paper  facsimile 
copies  are  needed,  they  can  be 
made  directly  from  the  diazo  copies. 
Thus,  the  microfiche  "masters"  are 
always  available. 

The  KUED  system  is  reducing 
design  data  flow  time  for 
Boeing  and  reducing 
its  paper  load,  too. 
It  might  well  do 
the  same  for  you. 
For  information,  write 
Eastman  Kodak  Company, 
Business  Systems  Markets 
Division,  Dept.AA-9,  Rochester, 
New  York  14650. 


**=#£€€ f?€flKM\crof\\n\  Systems  by  Kodak 

©Recordak  is  a  registered  trademark  for  microfilm  equipment  designed  and  produced  by  Kodak. 


Cotton  Is  Still  King 

There's  not  much  glory— or  profit— in  being  No.  One  in  a  de- 
clining business.  But  at  Anderson,  Clayton,  cotton  still  reigns. 


What's  so  unusual  about  a  $100- 
million  drop  in  revenues — to  around 
$500  million?  Nothing,  when  you're 
Houston's  Anderson,  Clayton  &  Co. 
"The  Big  Store,"  as  it's  called  in  the 
cotton  trade,  has  had  at  least  two 
equally  disastrous  years  in  the  past 
two  decades  and  a  series  of  lesser  de- 
clines. As  a  result.  AC's  net  income  of 
S6.4  million  for  the  fiscal  period 
ended  this  June  30  is  roughly  half 
what  the  company  earned  ten  years 
ago.  and  a  fourth  of  what  it  earned  in 
boom  year  1951. 

To  President  T.  James  Barlow, 
however,  it's  all  part  of  being  the 
world's  largest  merchandiser  of  cot- 
ton. Some  years  you  win,  some  years 
you  lose.  "The  business  of  this  com- 
pany was  built  on  taking  positions  in 
cotton,"  he  explains.  "We  have  rec- 
ords of  making  a  lot  of  money  one 
year,  losing  a  little  the  next  and  mak- 
ing a  lot  the  year  after  that." 

But  that  was  in  the  days  when 
much  more  cotton  was  consumed,  and 
before  federal  price  supports.  AC's 
latest  ride  down  the  roller  coaster 
came  largely  because  cotton  itself  has 
gone  downhill  in  the  textile  market, 
hi  the  11  months  through  June  30 
Anderson,  Clayton  lost  $4  million  on 
its  cotton  operations.  Barlow  bet  that 
cotton  demand  would  at  least  remain 
steady  at  1966  levels  of  9.5  million 
bales.  After  all,  federal  farm  officials 
were  trying  to  stimulate  production  of 
long-staple  cotton  in  1967.  So  AC 
bought  cotton  accordingly.  But  con- 
sumption fell  an  estimated  1.3  million 
bales  from  1966  levels,  driving  the 
price  down  over  38? — from  36  cents 
to  22  tents  per  pound.  Says  Barlow: 
"In  the  late  fall  of  1968  the  spinning 
mills  stayed  out  of  the  market.  Syn- 
thetics are  better  than  they  used  to 
be  and  the)  pis;  decided  to  use  more 
synthetics  and  li  ss  cotton.  Then,  too, 
exports  were  off  because  cotton  in 
this  country  is  higher  than  what  it 
costs  to  produce  cotton  in  most  for- 
eign countries.  '  \\  hatever  the  explana- 
tion. Barlow  and  \C  got  caught  long 
in  a  bear  cotton  mark 

What  makes  the  disaster  particu- 
larly painful  for  Jim  Barlow  is  that  it 
nullified  the  modest  progress  lie  has 
been  making  in  other  areas.  Up  to 
that  point  he  had  put  together  a 
string  of  five  year-to-year  earnings 
gains,  from  $6.9  million  in  1964  to 
$10.2  million  through  July  31,  1968. 

"For  the  past  five  or  six  years, 
we've    been    redeploying    our    assets 
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Dixie  Doldrums.  Make  a 
little  or  lose  a  lot.  That's 
what  it's  like  selling  cotton 
these  days.  So  Anderson, 
Clayton  is  trying  to  muscle 
its  way  into  the  tough 
foods  field  with  products  like 
Chiffon     Margarine     (below). 


away  from  low-margin  operations," 
Barlow  explains.  "We  sold  our  steam- 
ship interests,  our  textile  business, 
some  unprofitable  warehouse  locations 
•and  our  Long  Reach  docks  down  in 
the  Houston  ship  channel."  He  has 
reinvested  money  in  small  food  proc- 
essors, insurance  companies  and  ware- 
house operations — all  fairly  logical 
extensions  of  traditional  AC  opera- 
tions. Noncotton  operations  now  ac- 
count for  roughly  60%  of  AC's  reve- 
nues and  were  at  least  partly  respon- 
sible for  the  string  of  back-to-back 
gains.  Without  them,  AC  would  have 
been  on  the  ropes  last  year. 

Yet  Barlow,  while  chastened  by  last 
year's  debacle,  still  talks  cotton  as 
much  as  he  does  diversification.  He's 
a  laconic  Texan  who  has  spent  all  his 
working  life  in  Clayton's  cotton  gin, 
oil  mill,  refinery  and  crop-financing 
operations.  "In  the  future,"  he  says, 
"we'll  make  more  back-to-back  sales 
of  cotton,  where  you  buy  and  sell 
within  24  hours.  And  we'll  keep 
hedged,  if  there's  a  hedge  in  the  fu- 
tures market.  And  we  won't  take  long 
and  short  market  risk  positions." 

Costly  Supports 

But  why  not  get  out  of  cotton  alto- 
gether? Partly  because  cottonseed  oil 
goes  into  margarine  and  salad  oils  AC 
sells  here  and  abroad.  "The  reason  we 
don't  quit,  even  though  it  makes  little 
money,  is  that  it's  a  support  operation 
for  our  profitable  foreign  interests," 
Barlow  replies.  "We're  pretty  big  in 
cotton  in  Mexico  and  Brazil."  Indeed, 
Barlow  has  shown  himself  quite  adept 
at  squeezing  profits  out  of  those 
countries.  In  fiscal  1968  his  Latin 
American  operations  netted  $2.8  mil- 
lion, but  the  parent  company  took 
out  $3.8  million  in  dividends.  That's  a 
payout  of  over  135?,  and  it  accounted 
for  nearly  half  of  AC's  total  profits. 

Still,  a  S4-inillion  loss  in  the  "sup- 
porting"' cotton  operations  is  a  stiff 
price  to  pay  for  $3.8  million  in  divi- 
dends. Admittedly,  it's  hard  to  turn 
your  back  on  a  business  when  you've 
been  No.  One  in  it  as  long  as  has 
Anderson.  Clayton.  All  the  more  so 
when  you're  still  small  and  only  mar- 
ginally successful  in  other  areas.  But 
Jim  Barlow  has  the  opportunity,  if  the 
Clayton  family,  which  controls  about 
40%  of  the  stock,  chooses  to  let  him 
use  it.  If  he  doesn't  use  it,  Anderson, 
Clayton  shareholders  can  look  for- 
ward to  more  of  the  same  old  roller- 
coaster  ride.  ■ 
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Wfe  seat  one  out  of  four 
forth  American  Motorists. 


LSI  is  behind  as  well  as  under  the 
>rist.  We  believe  you  should  ride  in 
ort  whether  it  is  across  town  or 
s  the  country  That's  why  we  work 
losely  with  automobile  manufac- 
s  making  engineering  contributions 
•ur  comfort  and  safety.  Lear  Siegler, 
produces  25%  of  all  car  seat  assem- 
in  the  US.  and  Canada. 
And  while  you  may  not  think  of 


truck  drivers  and  farmers  and  construc- 
tion workers  as  motorists,  we  do.  So  we 
make  truck  seats  for  them,  too. 

Plus  a  number  of  other  automo- 
tive products  such  as  forged  axle  hous- 
ings, self-lubricated 
bearings  and  metal 
stampings.  We  don  t 
stop  there,  either. 
LSI  extends  its  tech- 


nical know-how  into  other  related  fields. 
From  car  seats  it  was  a  natural  step  to 
move  into  springs  and  furniture  struc- 
tures for  home  and  office. 

Such  cross-pollinization  provides 
one  more  plus  for  LSI  —  the  half-billion 

,  0.      ,       ,  dollar  company  that 

LearSieglerJnc.  wont  take  a  back 

Corporate  Offices,       seat  when  it  comes 
Santa  Monica,  Calif,  to  growth 
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Wall-to-wall  television. 

General  Electric 

is  making  it  today 

GE  has  developed  a  way  to  show  color  TV 
on  a  screen  as  wide  as  20  feet. 

The  TV  picture  on  the  other  page  is  totally  unretouched. 

It  took  twelve  years  of  research.  Over  60  patented  inventions. 

Work  in  electronics,  optics,  chemistry,  physics  and  a  dozen  other  fields. 

It  took  all  of  that  to  make  this  new  kind  of  TV.  TV  that  projects  on  a  screen 

anywhere  from  3'  x  4'  up  to  15'  x  20'.  And  GE  is  now  making  it  in 

limited  quantities  for  business  meetings,  television  studios  and  schools. 

This  is  but  part  of  the  most  complete  TV  line  available  today.  And  the  same  kind  of 

inventiveness  that  went  into  it  is  behind  the  General  Electric  TV  you  buy. 

You'll  find  it  in  the  printed  circuit  that  reduces  human  soldering  mistakes. 

In  the  electronic  component  that  gives  you  color  and  sound,  seconds  after  you  turn 

on  the  set.  In  the  circuit  that  automatically  stabilizes  flesh  tones. 

But  GE  hasn't  just  improved  on  television.  They  practically  invented  it. 

They  developed  the  very  first  TV  system.  Broadcast  the  first  TV  pictures  . . .  over 

40  years  ago.  Lately,  they  engineered  the  first  portable  color  set. 

(It's  called  Porta  Color®;  and  it  weighs  only  25  pounds,  so  it's  truly  portable.)  And  now, 

the  first  TV  with  a  wall-sized  screen. 
That's  the  kind  of  progress  you  can  expect  from  a  pioneer. 


Progress  is  our  most  important  product 

GENERAL®  ELECTRIC 


CM  "THE  WOlF  MEN."  HOUR  TV  SPECIAL 
ON  NBC.  NOVEMBER  18 


and  you've  got  it 
working  for  you  in 
the  Union  Pacific 
West 


UP's  efficient  plant-site  team  takes  the  guesswork  out  of  site 
selection.  Every  factor  you  require  is  carefully  analyzed  so  that 
your  decision  is  reflected  in  increased  efficiency,  economy  and 
profit  in  your  plant  operation  for  years  to  come. 

Write  in  absolute  confidence  to  John  W.  Godfrey,  Chief  Executive  Officer.  Land 
Division,  Union  Pacific  Railroad,  Omaha,  Nebraska  68102. 

California/Colorado/ldaho/lowa/Kansas/Missouri 
Montana/Nebraska/Nevada/Oregon/Utah/Washington 
Wyoming.  .  .  INDUSTRIAL  DEVELOPMENT  IS 
ANOTHER  SHARP  NEW  TOOL  OF  UNION  PACIFIC 


As  I  See  It 


"The  problem 

of  race  relations 

is  too  serious  to  be 

left  to  the  extremists, 

black  or  white. " 


You  cue  eery  kind  to  businessmen 
in  your  book,  speaking  of  than  as  a 
"new  breed,"  where  the  backlash  is 
"noticeably   waning." 

Young:  That  kind  ot  language  is 
based  on  my  looking  at  industrj    in 

terms  ot  where  it  was  vs.  where  it  is. 

Clearly,  though,  you  don't  think 
where  it  is  is  where  it  should  be. 

YOUNG:  That's  right.  1  am  not  for  a 
moment  saying  that  the  inilleniuin  has 
arrived  and  that  businessmen  have 
yet  begun  to  do  what  they  can  and 
must  do,  beeause  hardly  a  corporation 
is  doing  what  it  ought  to  do.  But  in- 
clusti}  and  businessmen  historkalh 
were  distinguished  by  their  thunder- 
ous silence,  their  indifference  to  social 
needs.  The)  were  perceived  that  wa> 
by  e\  erybody.  The  cartoonist's  image 
of  a  businessman  was  an  obese  fellow 
with  a  bald  head  and  dollar  signs  for 
eyeballs  and  an  adding  machine  for 
a  brain.  He  was  stereotyped  just  like 
black  people.  That's  why  I  think  we've 
got  something  in  common,  except  that 
now  the  businessman  acknowledges 
that  that  was  a  stereotype  of  him,  but 
he  isn't  as  quick  to  acknowledge  that 
the  other  was  a  stereotype  of  us,  too, 
our  being  lazy  or  dirty  or  shiftless. 

But  that  doesn't  explain  your  hope- 
fulness about  businessmen. 

Young :  Some  of  my  enthusiasm  for 
the  business  community  stems  from 
the  fact  that  I  feel  that  business  has 
an  unusual  status  in  American  society: 
The  businessman  in  America,  unlike 
the  businessman  in  any  other  society, 
is  not  merely  a  peddler  of  money;  he's 
a  style-setter.  He  has  both  the  re- 
sources and  the  image  so  that  he  can 
do  more  than  anybody  else,  and  it 
goes  beyond  what  he  can  do  by  way 
of  providing  a  job. 

A/ore?  What  and  why?  After  all,  a 
businessman  isn't  a  social  worker. 


Whitney  M.  Young  Jr. 

Among  black  militants,  it's  now  open  season  on  the  U.S.  businessman. 
They  blame  him  for  all  the  problems  the  Negroes  face— from  inadequate 
schools  to  slum  housing  to  unemployment.  When  they  speak  of  white 
racism,  he's  among  the  first  they  point  a  finger  at. 

Whitney  M.  Young  Jr.  was  fighting  racism  back  in  the  days  when 
the  H.  Rap  Browns  and  the  Stokely  Carmichaels  hadn't  yet  learned  to 
walk.  No  one  is  more  knowledgeable  on  the  subject.  Young  agrees  that 
businessmen  have  not  done  all  they  should  or  could  to  make  the  words  of 
the  Declaration  of  Independence  meaningful  to  blacks,  but,  at  the  same 
time,  he  also  believes  they  are  doing  more  than  any  other  single  group  in 
thp  population. 

Now  48,  Young  is  executive  director  of  the  National  Urban  League, 
which  is  concerned  primarily  with  the  plight  of  the  Negroes  in  the  city. 
He  also  is  president  of  the  National  Association  of  Social  Workers.  He 
recently  included  some  of  his  ideas  about  business  and  the  blacks  in 
a  book  entitled  Beyond  Racism. 


Young:  I  was  just  talking  with  a 
gentleman  from  du  Pont  about  this, 
a  vice  president.  And  I  pointed  out 
to  him  that  it's  not  enough  for  the 
business  community  to  belatedly  pro- 
vide equal  employment  opportunities. 
It's  not  even  enough  for  businessmen 
to  compensate  by  maybe  making  a 
special  effort  to  employ  blacks.  It's 
not  enough  to  review  their  tests  and 
their  screening  devices  to  find  out 
how  they  have  screened  black  people 
out  by  giving  them  tests  that  were 
unrelated  to  then-  experiences.  What 
the  business  community  must  do  today 
is  look  at  the  environment  from  which 
businessmen  are  now  saying  they  will 
draw  workers.  Unless  they  take  a 
hard  look  at  the  schools  and  the  qual- 


ity of  education  that  black  people 
are  almost  without  exception  being 
subjected  to,  unless  they  try  to  do 
something  about  housing,  about 
health  and  welfare  services,  then  what 
they  are  really  saying  is,  "We  want 
you,  we  want  to  hire  you  if  you've 
got  this  kind  of  intellectual  and  social 
and  mental  equipment;  but  we  won't 
do  anything  to  help  you  get  that 
equipment." 

And  they  pay  the  cost:  I  don't 
understand  why  businessmen  aren't 
more  concerned  about  the  schools, 
since  they  bear  the  burden  of  taxation. 
They  end  up  training  people  again, 
so  they  are  taxed  twice.  I  can't  see 
why  they  aren't  more  concerned  about 
welfare  problems,  and  trying  to  get 
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We  trust  that  it  will  be. 

That  Standard  of  Jersey's  S.S.  Manhattan,  out  of  Chester,  Pa.,  in 
August  for  Prudhoe  Bay,  Alaska  and  the  North  Slope  oil  fields,  makes  a 
dream  of  centuries  come  true.  That  it  opens  the  Northwest  Passage  to  the 
world— proves  there's  a  year-round  short-cut  from  Europe  to  the 
Far  East  that  could  change  the  course  of  history— be  the  trump  card  for  us 
in  world  trade  and  the  global  battle  for  "balance  of  power." 


High-sounding  words  for  a  thirty 
million  dollar  trip  that  might  save 
600  a  barrel  in  moving  oil  from 
Alaska  to  the  East  Coast? 

Maybe. 

But  just  multiply  that  600  by 
millions  and  millions  of  barrels, 
and  you  can  see  why  we  mean  every 
one  of  those  words  in  terms  of  the 
Staggering  implications  this  voyage 
holds  for  the  oil  industry,  for 
international  politics  and  trade,  for 
our  country— and  for  investors! 

It  will  be  November  before  the 
S.  S.  Manhattan  logs  final  "success" 
or  "failure." 

But  either  way,  we  think  North 
Slope  oil  strikes  will  be  making 
headlines  for  years,  perhaps 
Canadian  discoveries  in  the  Arctic, 
as  well. 

That's  why  we  were  the  first 
investment  firm  we  know  of  to 
dispatch  a  man  to  the  North  Slope. 

A  man  who's  one  of  the  most 


respected  authorities  on  oil— who 

spent  21  days  criss-crossing 

Alaska  on  a  20,000  mile  journey 

that  took  him  from  Juneau  to 

Pt.  Barrow  and  a  dozen  other 

cities,  villages 

and  sites— saw 

him  personally 

interview  maybe 

a  hundred  key 

executives  in 

oil  and  related 

industries— left 

him  with  very 

clear  convictions 

about  which  oil 

companies  stand 

to  benefit  most 

in  the  years 

ahead. 


If  you'd  like  to  see  a  summary 
of  those  convictions,  read  a  brief 
run-down  on  companies  you  might 
want  to  invest  in,  just  mail  us  the 
coupon  below. 


Name. 


Address. 
City 


Please  send  me  your  report  on"North  Slope  Oil  Opportunities  for  Investors." 

FO 


.State. 


-Zip. 


Telephone. 


Reyholds  &  Co. 

*/  MEMBERS   NEW  YORK  STOCK  EXCHANGE 

AND  OTHER  LEADING  EXCHANGES 

1 20  BROADWAY.  NEW  YORK.  N. Y.  1 O00S  •  OFFICES  COAST  TO  COAST 


As  I  See  It 


people  rehabilitated,  so  they  don't 
pay  the  taxes  for  welfare,  or  for  crime. 

To  do  that,  business  has  to  have 
public  support,  doesn't  it? 

Young:  The  other  area  they  haven't 
touched  is  the  whole  area  of  attitude, 
which  I  see  today  as  probably  the 
biggest  barrier  to  reforms  in  this 
country.  The  business  community  has 
shown  great  creativity  in  getting  peo- 
ple to  feel  they  must  move  to  the 
suburbs,  have  two  television  sets  or 
use  a  certain  toothpaste.  So  in  this 
area  they  could  do  a  great  deal. 

You  mean  helping  to  change  the 
attitude  of  the  total  population? 

Young:  Yes,  this  is  particularly  crucial 
now.  We  have  the  laws  for  the  most 
part,  if  this  Administration  doesn't 
take  them  away  or  weaken  them.  In 
fact,  a  black  person  with  a  Ph.D.  to- 
day is  probably  in  a  better  position — he 
can  probably  ask  for  a  little  more 
money  than  a  white  person  with  a 
Ph.D.  But  too  few  of  them  have  that 
kind  of  qualification,  and  we've  got 
to  get  down  to  the  masses.  I'm  think- 
ing about  this  attitude  now  reflecting 
itself  in  calls  for  suppression,  defeat- 
ing bond  issues  and  electing  mayors 
who  are  totally  unqualified. 

There  is  a  backlash  in  this  country, 
a  growing  number  of  Americans  who 
have  made  it  and  who  now  want  to 
turn  their  backs  on  others.  They've 
forgotten  their  own  violence.  A  labor 
union  member  the  other  day  was  de- 
crying all  the  violence  and  the  dis- 
ruptions, when  only  a  few  years  ago 
they  were  doing  it.  Because  of  strong 
unions  and  the  affluence  of  the  coun- 
try, we  are  getting  people  with  limited 
education  making  middle-class  in- 
comes. But  they  are  basically  insecure 
people,  and  they  are  very  susceptible 
to  a  conservative  ideology  that  decries 
federal  expenditures  for  the  poor,  or 
any  kind  of  international  involvement 
or  aid  to  foreign  countries. 

I  think  the  business  community 
with  all  its  prestige  will  have  to  start 
saying,  now  wait  a  minute:  We're 
painting  ourselves  into  a  corner  here. 
The  problem  of  race  relations  in  this 
country  is  too  serious  to  be  left  to  the 
extremists,  black  or  white.  The  decent 
people  have  to  speak  up. 

Some  businessmen  are  really  trying. 
I'm  sure  you'll  admit  that.  How  do  you 
rate  their  performance,  for  example, 
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"Serving  people 

and  nations  everywhere" 

starts  with  serving  somebody 

somewhere. 


To  Han  Chong  Li,  exporter  in  Taipei,  ITT 
means  worldwide  telex  and  cablegram  commu- 
nications. 

To  Henry  Taggart,  commercial  jet  pilot, 
ITT  means  the  computer-based  air  traffic  control 
system  at  Arlanda  Airport,  Stockholm. 

To  Graham  Rohrer,  Swiss  advertising  exec- 
utive in  London,  ITT  means  Avis  and  a  new  Hill- 
man  Hunter. 

To  Grandfather  Read,  a  former  employee, 
ITT  means  carefree  retirement  years  and  a  walk 
in  the  woods  with  his  grandsons,  Paul  and 
Andrew. 

Our  continued  growth 

Originally  we  operated  telephone  systems 
and  manufactured  telecommunications  equip- 
ment almost  entirely  in  Latin  America  and 
Europe.  That's  the  origin  of  our  name. 

Today,  we  serve  the  needs  of  people  in 
126  countries  with  thousands  of  products  and 
services.  You  know  some  of  them,  like  the  Sher- 
aton chain  of  hotels  and  motor  inns,  and  Rayon  ier, 
tree  farmer  extraordinary  and  producer  of  cellu- 
lose. 


In  a  different  way  we  serve  our  185,000 
stockholders  throughout  the  world.  Their  invest- 
ment helps  make  possible  our  sustained  rate  of 
growth.  Last  year  our  sales  passed  the  $4  billion 
mark  and  net  income  was  up  17%  to  $180  mil- 
lion. It  was  the  ninth  consecutive  year  that  we 
were  able  to  report  new  sales  and  earnings 
records. 

Other  people  we  serve  are  our  employees, 
almost  300,000  of  them  worldwide.  As  a  result 
of  long-standing  recruiting  and  training  pro- 
grams, the  percentage  of  minority  groups  among 
our  U.S.  employees  is  significantly  higher  than 
the  reported  national  minority  employment  rate. 

International  training  program 

Recently  we  were  presented  with  a  Cita- 
tion forSignificant  Contributions  to  International 
Education  by  the  Institute  of  International  Edu- 
cation and  the  Reader's  Digest  Foundation,  in 
recognition  of  our  international  educational 
training  program— the  largest  of  any  U.S.  com- 
pany—which each  year  trains  200,000  people 
from  sixty  countries  in  some  technical  field. 

In  many  countries,  we  serve  people  collec- 
tively—that is,  as  entire  nations.  We  maintain  the 
Hot  Line  between  Washington  and  Moscow.  We 
were  the  prime  contractor  for  Mexico's  nation- 
wide microwave  communications  system.  We 
are  building  a  new  satellite-communication 
earth  station  for  Indonesia. 

Better  service  for  you 

In  all  the  fields  we  have  entered,  our  re- 
sources and  capabilities  have  resulted  in  in- 
creased competition.  That  means  more  efficient 
use  of  material  and  manpower.  And  better  serv- 
ice for  you  as  well  as  Messrs.  Li,  Taggart,  Rohrer, 
and  Read— and  people  and  nations  everywhere. 

International  Telephone  and  Telegraph 
Corporation,  320  Park  Avenue,  New  York,  New 
York  10022. 


SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


ITT 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V*  to  V> 
higher. 

Over  5,000  styles  $100  to  $100,000 


| —I 

Send  for  FREE  80-PAGE  CATALOG 
EMPIRE    DIAMOND   CORP.,   DEPT.  46 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

NAME 

ADDRESS 


.ZIP. 


Fiberglass 


HATTERAS 


The  Hatteras-4]  Twin  Cabin  has 
more  usable  space  than  popular 
45  foot  wood  boats.  Write  for 
the  name  of  nearest  dealer.  For 
portfolio  of  color  literature 
close  SI. 00.  Send  to  2410  Knott 
Drive.  High  Point.  N.  C.  27261 


*» 


HatterasYacht  Division 
North  American  Rockwell 


As  I  See  it 


in  botli  the  Urban  Coalition  or  the 
National  Alliance  of  Businessmen? 

Young:  1  End  that  the  new  interest  of 
sonic  big  businessmen  is  matched  only 
by  their  nan  etc.  Thej  are  sometimes 
taken  in  by  racial  charlatans,  or  racial 
racketeers,  or  protest  prostitutes,  what- 
ever you  want  to  call  them.  Am  black 
man  who  comes  along  with  a  loud 
voice  who  talks  mean,  they  think  he's 
a  leader;  and  they  aren't  Dearly  as  in- 
quisitive and  as  thorough  iu  checking 
the  institution  or  the  individual  before 
they  invest  their  money  as  they  would 
he  if  the  person  were  white. 

And  they  have  still  not  addressed 
themselves  as  forcefully  as  they  ought 
to  the  responsibility  of  Government. 
Industry  knows  as  well  as  anybody 
that  Government  has  to  play  a  role. 
The  stockholders  are  going  to  permit 
corporations  to  go  only  so  far  in  social 
adventure,  and  the  companies  need 
some  assurance  against  excessive  loss. 

It  seems  to  me  that  the  business 
community  ought  to  take  a  more  ac- 
ti\e  role  in  promoting  the  legislation 
that  would  make  housing  and  all  these 
other  tilings  possible.  They  ought  to 
be  telling  their  Washington  lobbyists 
also  to  work  on  getting  more  money 
for  the  model  cities  and  for  elemen- 
tary- and  secondary-education  acts 
and  for  the  poverty  program. 

But  what  about  outfits  like  the  NAB? 

YOUNG:  The  NAB,  I  think,  did  a  good 
job  trying  to  reach  the  hard  core,  but 
that  isn't  enough.  The  hard  core,  the 
people  who  are  unemployed  and  in 
some  cases  unemployable  because  of 
lack  of  skills,  are  not  likely  to  stay  un- 
less they  believe  there  is  mobility 
within  the  company.  So  industry  ought 
to  do  more  on  the  soft  core  as  well, 
those  already  in  who  can  be  upgraded 
so  that  the  hard  core  can  look  upstairs 
and  see  some  people  on  the  top  floor 
as  well  as  down  in  the  basement. 

Do  you  find  businessmen  who  un- 
derstand they  have  got  to  hire,  in  your 
words,  "dumb,  medioert"  Negroes  as 
well  as  dumb,    mediocre   uhi! 

YOUNG:  There  are  two  things  to  be 
considered  here.  One.  the  policy  state- 
ments, the  spoken  words,  of  the  top 
person  may  be.  and  I  think  most  often 
are.  sino  re.  But  we  run  into  problems 
in  middle  management,  men  who  oft- 
times  read  that  directive  but  say, 
'Well,  the  Old  Man  doesn't  want  to 
get  in  trouble  with  the  FEPC  or  lose 


his  defense  contract,  so  he's  got  to- 
put  this  down,  but  he  doesn't  really 
believe   it."   Management  still   has   a 
major  job  of  educating  up  and  down 
its  whole  ladder. 

One  thing  that  business  has  to  do  in 
hiring  the  so-called  "dumb"  and  "me- 
diocre" is  to  take  a  hard  look  at  its 
tests.  What  is  dumb?  Is  it  dumb  be- 
cause a  man  doesn't  know  what  kind 
of  wine  to  use  with  steak  or  chicken, 
because  he  doesn't  know  that  caviar 
smells  like  fish?  What  business  has 
found  out  with  some  of  these  people 
they  thought  were  unemployable  is 
that  they  not  only  learned  very  quick- 
ly but  became  much  more  stable  em- 
ployees, because  they  didn't  have  the 
same  mobility  to  go  from  job  to  job 
that  whites  have  had. 

Do  you  know  of  any  companies  that 
have,  as  you  suggest,  made  depart- 
ment ficads  responsible  for  the  racial 
mix  in  tfieir  departments? 

Young:  Yes,  there  are  several.  RCA- 
NBC  set  up  a  series  of  eight  regional 
meetings,  to  which  they  invited  all  of 
their  middle  management  in  that  re- 
gion, on  the  problems  of  the  urban 
core.  (This  is  sort  of  a  euphemistic 
way  of  saying  black:  Whatever  urban 
problem  you  are  talking  about,  sooner 
or  later  you  are  talking  about  black.) 
They  had  three  or  four  black  people 
in  pretty  good  top  jobs  with  RCA- 
NBC  who  told  about  their  back- 
grounds and  their  experiences.  The 
president  of  the  corporation  would 
start  the  meetings  by  telling  what  the 
policies  were,  and  that  he  meant  it. 
Then  the  personnel  director  talked 
about  how  they  intended  to  check  up 
on  this  and  were  going  to  evaluate 
people  in  their  promotions  on  what 
they  did  in  this  area.  Then  I  would 
sort  of  give  the  background,  and 
speak  about  some  of  the  issues  that 
were  puzzling  people. 

This  is  also  done  by  GE  up  in  Cro- 
tonville,  where  they  train  all  their  peo- 
ple. IBM  has  done  it  too.  We  are  regu- 
lar members  of  the  faculty  at  GE. 
Nobody  goes  through  those  training 
courses,  DO  management  personnel, 
without  having  a  day  or  at  least  half  a 
day  on  just  tlus  one  problem. 

Haff  any  companies  taken  up  your 
suggestion  about  a  2%  tithe  on  corpo- 
rate profits  for  investment  in  glietto 
projects  and  cnterprisi 

YOUNG:  No,  but  a  number  of  compa- 
nies have  established  a  department  of 
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That  light  on  the  silvery  moon 

is  now  ours. 


ihat  we  make  today  makes  tomorrow  possible.  Never 

fore  has  our  theme  been  so  true  as  when  a  laser  beam 

s  bounced  off  the  Retro-Reflector  Array  that  Neil 

,  mstrong  left  on  the  moon.  That  light — now  measuring 

ie  earth-moon  distance  and  the  movement  of  our  con- 

lents — is  reflecting  off  100  corner  cube  prisms  made 

Suprasil  I  quartz  by  our  Amersil  subsidiary. 

Like  so  many  other  industrial  leaders,  Engelhard  is 

oud  to  have  provided  successful  products  and  tech- 

)logy  for  Apollo  11.  Along  with  prisms,  we  produced 

e  82%  gold/18%  nickel  preformed  rings  used  in  the 


induction  brazing  system  to  braze  over  1,000  joints  on 
each  of  the  Lunar  Module's  two  Reaction  Control  Sys- 
tems that  controlled  maneuvering  during  hovering,  land- 
ing, rendezvous  and  docking. 

An  Engelhard  brazing  alloy  (20%  palladium/75% 
silver/5%  manganese)  joined  the  thin-walled  tubing  in 
the  thrust  chambers  of  the  F-1  first-stage  rocket  engines. 

And  Engelhard  liquid  gold  coated  a  special  film  insula- 
tion around  the  fuel  cell  cover  assembly  of  Apollo  11. 

For  these  Engelhard  products,  tomorrow  is  already 
here. 
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As  I  See  it 


urban  affairs  and  dramatically  in- 
creased their  contribution  in  this  field. 
I  know  one  company  that  not  only 
heavily  invested  in  the  Bedford-Stuy- 
vesant  area  [of  Brooklyn]  in  trying  to 
help  set  up  black  business,  but  also 
sponsors  a  street  academy  the  Urban 
League  has.  Some  14  companies  spon- 
sor these  street  academies  at  about 
$50,000  a  year.  Some,  like  Bowery 
Savings  Bank,  are  doing  rehabilitation 
projects.  Prudential  has  been  outstand- 
ing in  Newark  in  rehabilitation  work 
in  the  ghetto.  More  and  more  trade 
groups  are  getting  together,  like  the 
insurance  companies  that  set  up  $2 
billion  for  rehabilitation  and  building 
in  the  ghetto.  Equitable  and  Metro- 
politan and  Prudential  sort  of  paved 
the  way  on  that  $2-billion  project.  I 
think  one  of  the  reasons  they  get 
together  is  because  they  don't  want 
to  be  attacked  by  the  right-wingers;  if 
they're  all  in  together  they  can  give 
each  other  protection. 

Banks  have  recently  been  getting  to- 
gether, banks  like  Bowery  and  Chase 
Manhattan  and  First  National  City 
and  others  here  in  New  York  who,  in 
addition  to  giving  to  the  Urban  League, 
also  have  additional  training  programs 
in  the  ghettos.  Some  are  thinking 
about  establishment,  say,  of  hotels; 
they  are  training  their  staff  now  so 
that  black  people  would  be  in  control. 
Some  are  spinning  off  supply  firms  in 
the  ghetto,  though  not  nearly  as  many 
as  we'd  like. 


Do  you  feel  such  development 
schemes  can  really  meet  many  of  the 
economic  needs  of  the  ghetto? 

Young:  I  feel  two  ways.  One,  obvious- 
ly there  should  be  more  black-con- 
trolled and  owned  businesses.  I'm  for 
black  entrepreneurship;  I'd  like  to  see 
some  black  capitalists,  about  the  same 
percentage  other  groups  have.  But  I 
have  no  illusions  that  this  will  answer 
the  problems  of  the  masses  of  black 
people  today.  If  all  the  businesses  in 
Harlem  were  owned  by  black  people, 
and  you  spun  off  a  few  more,  you'd 
still  take  care  of  less  than  20%  of 
Harlem's  job  needs. 

Nobody's  kidding  me;  while  busi- 
nessmen may  be  anxious  to  help  get  a 
few  black  people  into  business,  they 
aren't  going  to  set  up  any  black  AT&Ts 
or  black  General  Motors.  Ultimately, 
black  people  can  probably  achieve 
more  by  becoming  the  vice  president 
of  General  Motors  or  AT&T  or  the 
president     than     they     possibly     can 


by  having  momma-and-poppa  stores. 

Do  you  see  any  gains  in  the  corpora- 
tions toward  creating  more  black  su- 
pervisory and  executive  employees? 

Young:  Very  little.  They  are  being  fed 
in  at  a  considerably  faster  rate,  and 
they're  in  the  right  slots  where,  given 
a  period  of  time,  they  can  move  up. 
But  not  having  been  fed  in  years  ago 
means  we're  going  to  have  to  wait 
another  five,  six,  seven  years.  So  the 
companies  will  simply  have  to  figure 
out  some  different  way  to  accelerate 
the  process  of  getting  black  visibility 
at  the  top. 

I  have  suggested  that  one  way  to 
do  it  right  now  would  be  by  estab- 
lishing an  urban  affairs  department. 
Then  you  don't  have  to  worry  about 
seniority  and  other  people  moving  up. 
I  mean  a  vice  president  in  charge  of 
urban  affairs,  and  there's  no  reason  in 
the  world  why  he  couldn't  be  black. 
This  way  we  can  get  instant  executive 
representation. 

This  is  so  important  in  giving  cred- 
ibility and  incentive  and  motivation. 
The  reason  black  baseball  players 
don't  quit  after  the  first  payday,  or 
come  late  on  Monday  mornings,  is  be- 
cause   there    is   Willy    Mays    making 
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SI 25.000  or  Bill  Russell  coaching  the 
Boston  Celtics.  We  don't  have  many 
blacks  in  those  places  in  industry,  but 
that's  what  companies  are  going  to 
have  to  do,  because  we  can  still  usu- 
ally tell  what  floor  we're  on  in  a  cor- 
poration by  the  whiteness  of  it.  On 
the  first  floor  it's  sort  of  polka-dot;  in 
the  basement  it  might  be  all  black. 
Hut  as  you  go  up  it  gets  whiter  and 
whiter,  and  pretty  soon  you  get  near 
the  top,  and  except  for  that  guard  or 
receptionist  out  front  you  don't  see 
many  blacks. 

Looking,  down  the  road  a  year  or 
two,  what  should  the  concerned  and 
intelligent  businessman  be  anticipating 
next  in  this  area? 

Voi  \(.:  That's  very  difficult  to  answer. 
Historically,  much  to  my  disgust. 
America  has  largek  reacted  to  crisis 
and  to  tragedx.  It  has  rarely  acted 
prior  to  that  on  the  basis  of  its  own 
rational,  logical  review  of  history. 

What  is  really  needed  is.  first,  the 
leadership  of  America,  both  public 
and  private,  must  sit  down  and  rede- 
fine the  goals  of  this  society,  what  we 
.is  ,i  society  are  all  about.  Not  just  how 
much  our  gross  national  product  is  go- 
ing to  be.  but  the  qualit}  of  OUT  lives, 
our  basic  ideology. 

Then  we've  got  to  honestly  face  up 
to  the  fact  that  we  are  not  goiim  to 
close  this  gap  between  the  haves  and 
the  have-nots,  the  blacks  and  the 
whites,  by  simply  now  declaring  every- 
thing to  be  open  and  equal,  that  there 
lias  to  be  a  period  of  compensation,  a 
special  effort,  there  has  to  be  a  mas- 
sive program  that's  planned,  with  a 
timetable.  This  is  the  domestic  Mar- 
shall Plan  that  I  called  for  four  years 
ago  in  my  other  book  [To  Be  Equal]. 
!n  that  I  said  I  don't  know  whether 
vou  want  to  call  this  reparations  or 
•indemnification  or  what:  I  prefer  to 
call  it  compensator)  activity.  But  I 
was  polite,  I  didn't  go  and  disrupt  any 
churches,  so  nobody  paid  any  atten- 
tion to  it. 

If  we  announce  this,  like  we  did  the 
>pace  program,  with  a  timetable,  with 
ihe  resources,  with  a  real  plan  that 
says,  we're  going  to  do  this  this  year, 
we're  going  to  do  this  by  next  year, 
then  you  in  effect  do  two  things.  You 
say  to  the  black  community,  you  have 
something  you  can  count  on,  not  some 
pie-in-the-sky  promise;  this  will  hap- 
pen. You  undergird  the  responsible 
black  leadership  in  a  community  who 
can  then  say  to  our  people,  look,  here 
is  the  reward  for  trying  to  work  it  out 
within  the  svstem.  ■ 


We  seek  growth  opportunities  for  companies. 


TPO  Incorporated 

61  Broadway 

New  York,  N.Y.  10006 

Members:  New  York  and 

American  Stock  Exchanges. 


When  you're  not  in  your  home... 


...an  intruder  may  be 

Protection  of  your  property  used  to  involve 
elaborate  systems.  Euphonies  has  changed 
that  with  its  A-1  Intrusion  Alarm.  The  unit 
projects  an  ultrasonic  (high  frequency)  beam 
throughout  the  area  you  want  to  secure. 
Any  intruder  disturbing  this  pattern  activates 
a  signal  device,  such  as  lights,  bells,  buz- 
zers, etc.  Unlike  other  systems,  the  A-1  is 
fool-proof  and  cannot  be  defeated.  It  re- 
quires no  installation  .  .  .  merely  plugs  into 
any  110  volt  A.C.  source  .  .  .  and  this 
efficient  security  is  just  $99.95! 

See  Euphonies  in  action!  Write  for  details  and 
name  of  nearest  Euphonies  representative. 


^OXJRIMS 

Euphonies 

8782    SW    131st   STREET    •    MIAMI 


Dept.  35 

FLORIDA    33156 


1 

Ft 

mm 

Young  Engine 
^«  Jacket 

_J|     I  Coolers 

moon  rocket 
transporter 
diesels  — 
where  perfect 
performance 
is  critical. 

mill 

m     1 

i 

y? 


YOUNG  RADIATOR  COMPANY 

General   Offices:    Racine     Wisconsin   53403 

MHtan  ■  rfetf  EmJuoom  ■  Q     Coollil  ■    JM  -*rt\ 


FORBES,  SEPTEMBER  15.  1969 


Faces  Behind  the  Figures 


No  Predictions 

In  recent  years,  Lynn  Town- 
sends  management  at  Chrysler 
Corp.  lias  looked  good  because  of 
the  turnaround  that  took  the  com- 
pany from  a  1962  low  of  9.6%  of 
the  market  to  a  high  of  16.3%  in 
1968.  But  now  the  comparisons 
aren't  so  favorable.  For  the  first 
half  of  1969,  Chrysler  dropped  to 
15%.  In  the  highly  leveraged  auto 
business,  that  hurts:  Earnings  were 
down  40%. 

Interviewed  at  his  1970  new- 
model  introduction  in  Dallas  late 
last  month,  Townsend  offered  some 
explanations.  One  was  that  Chrys- 
ler was  suffering  from  the  popu- 
larity of  small  cars.  "Our  full-size 
'C  bodies  did  not  move  as  well  as 
expected  and  the  smaller  cars 
were  hot,"  said  Townsend.  "But  we 
didn't  have  enough  manufacturing 
capacity  for  the  smaller  bodies,  so 
we  had  to  concentrate  on  the 
larger  cars."  This  year's  line  has 
two  new  smaller  models,  and  there's 
more  plant  capacity  to  build  them. 
But  Chrysler  won't  have  a  real 
small  car  until  its  version,  "the  25 
car"  is  readv  in  1971.  ■ 


Lynn  Townsend 


Slapped  Wrist 

"I'm  just  not  their  kind,"  Charles 
Plohn  complained  to  a  Forbes  re- 
porter recently  about  the  Wall 
Street  establishment.  "They  won't 
even  eat  with  me."  A  successful 
but  hardly  spectacular  trader  until 
the  Sixties,  Plohn,  67,  has  made 
his  firm,  during  the  recent  new- 
issue  boom,  into  one  of  the  hottest 
underwriting  firms  in  Wall  Street 
(Forbes,  July  15).  His  company 
today  headquarters  in  the  luxurious 
Pan  American  Building  in  New  York 
City,  boasts  $8  million  in  capital 
and  has  brought  out  more  new  is- 
sues this  year,  29,  than  any  other 
single  firm.  Of  this  beautiful  busi- 
ness, Charlie  Plohn  personally 
owns  70  , 

So,  hurl    |  -i  [i  le  aside    Plohn  has 
had  little  to  ,    about.  Un- 

til now.  that  is.  Last  month  "the 
establishment.'  the  New  York  Stock 
Exchange,  hit  Plohn  and  ins  firm 
with  a  fine  of  $150,000,  biggest  in 
the  exchange's  history,  charging 
Charlie  with  bad  record -keeping 
and  failure  to  be  scrupulous  about 
margin  rules.  Plohn  will  have  no 
trouble  paying  the  fine.  ■ 


Charles  Plohn 


86 


Dressing  Up  a 
New  England  Spinster 

Northeast  Airlines,  86^-owned 
by  Storer  Broadcasting,  has  lost 
money  for  ten  of  the  last  11  years. 
It's  been  a  merger  candidate  for 
so  long  its  bridal  veil  is  turning 
yellow  at  the  edges.  Last  month, 
however,  the  Civil  Aeronautics 
Board  awarded  Northeast  its  first 
East-West  route,  Miami  to  Los 
Angeles.  Suddenly,  the  Boston- 
based  trunk  line  is  looking  less 
spinsterish. 

James  O.  Leet,  Northeast's  in- 
formal 47-year-old  president,  has 
been  trying  to  whip  the  smallest 
U.S.  trunk  line  into  marriageable 
status  since  becoming  chief  execu- 
tive last  September.  He  joined 
Northeast  in  1967,  two  years  after 
Storer  took  over,  as  marketing 
and  executive  vice-president.  Be- 
fore joining  Northeast  he  had  been 
general  manager  of  Irish  Interna- 
tional's North  American  operations. 
"This  is  the  first  route  we've  been 
given  that  doesn't  have  seasonal 
characteristics,"  he  points  out.  The 
lines  traditional  routes  are  the 
popular  wintertime  Northeast-to- 
Florida  runs. 


James  O.  Leet 


But  will  the  new  cross-country 
route  solve  Northeast's  profit  prob- 
lem— a  $2-million  deficit  last  year 
and  a  $1.3-million  loss  so  far  in 
1969?  Not  by  the  added  revenues 
alone,  concedes  Leet.  A  47%  rev- 
enue gain  in  1968 — to  $111  million 
— only  reduced  Northeast's  deficit 
from  $9  million  to  $2  million. 

Northeast's  chances  of  getting 
into  the  black  this  year  are  dim. 
"Without  Storer,"  says  Leet,  "we'd 
be  absolutely  dead."  Storer  has 
piled  $168  million  in  debt  on  $58 
million  in  equity  to  support  North- 
east. This  on  top  of  Northeast's 
own  $45  million  in  debt.  Northeast 
was  in  shaky  condition  when  Storer 
bought  it  (from  Howard  Hughes), 
but  the  airlines  industry  was  strong. 
Now  the  airlines  are  all  having 
profit  trouble. 

"So  far  it's  been  all  give  and 
no  take  for  Storer,"  says  Leet. 
Thus,  Storer  probably  would  be 
happy  to  see  Northeast  merge  and 
get  some  cost  benefits.  One  persis- 
tent rumor  is  that  Northeast  might 
team  up  with  TWA,  another  former 
Hughes  airline.  At  any  rate  its 
chances  for  attracting  a  mate  now 
are  certainly  much  improved.  ■ 


The   Man    Who   Wrote   the   Book 

The  i  orforate  library  of  the  $2.4- 

billion  sales  Continental  Oil  Co. 
would  be  grateful  if  someone 
would  send  it  a  copy  of  an  out-of- 
print  book  named  The  Growth  of 
Integrated  Oil  Companies,  Har- 
vard. 1954.  The  library  can't  get 
it  anywhere,  and  the  staff  expects  a 
big  demand  for  it  among  Conti- 
nental's junior  executives.  Why? 
Mainly  because  John  G.  McLean, 
Continental's  new  president,  hap- 
pens to  be  its  author. 

McLean.  52,  wrote  it  during  bis 
first  career,  as  a  professor  at  the  Har- 
vard Business  School,  where  he 
spent  16  years  from  1940  to  1956. 
McLean,  a  short,  intense  man, 
graduated  in  engineering  from  the 
California  Institute  of  Technology 
in  1938.  "I  went  to  Harvard  with 
the  idea  that  the  combination  of 
science  and  business  would  be  use- 
ful for  industrial  work.  Instead  I 
went  on  the  staff  and  taught  and 
worked  for  my  Ph.D. 

"In  the  late  1940s  I  got  associ- 
ated with  Continental  Oil  in  a  con- 
sulting capacity,"  McLean  goes  on. 
"About  that  time  I  was  writing  the 


book,  and  these  two  things  together 
got  me  more  and  more  interested 
in  the  oil  business.  So  in  1956,  I 
shifted  over  to  full-time  work  with 
Continental.'' 

McLean  slipped  into  Continental 
close  to  the  top,  as  assistant  to  the 
president.  Then  he  served  as  a 
vice  president  in  three  areas:  co- 
ordination and  planning,  finance 
and  international.  Last  year  he  be- 
came executive  vice  president. 

McLean  takes  over  a  rather  pros- 
perous company:  It  has  diversified 
into  chemicals  and  in  1966  bought 
big  Consolidation  Coal;  its  sales 
have  grown  from  $959  million  to 
$2.4  billion  since  1959;  its  profits 
have  increased  in  eight  of  the  last 
ten  years  to  $150  million,  or  $2.88 
a  share.  His  biggest  problems  are 
to  find  more  crude  in  the  U.S.  and 
to  beef  up  European  marketing  out- 
lets for  his  large  supplies  of  North 
African  oil. 

These  are  plainly  challenges  Mc- 
Lean finds  more  to  his  taste.  "In 
academic  fife  you  don't  have  a  big 
staff  to  extend  your  efforts,"  he  ex- 
plains. "That  places  a  limitation  on 
what  you  can  accomplish."  ■ 


John   G.   Mclean 
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Faces  Behind  the  Figures 


James  J.  Shapiro 


The  Trend  is  Toward  Nudity 

As  ms  picture  shows,  James  J.  Sha- 
piro thinks  a  lot  about  clothes.  But 
it's  more  than  an  avocation  and  his 
thou  i'i    confined  to  men's 

wear.  Beau''  Shapiro,  59,  is  presi- 
dent -  S  iplieitv  Pat- 
tern i  ich  he  and  his  father 
started  Simplicity  is  the 
largest  printed  patterns 
lor  worn*  .  ear  it 
sold  ovei  lillion  patterns. 
much  more  tha  i  McCall  and 
\  ogue-Buttej  patterns  com- 
bined.   It    ha 

million    anil  -popping    net 

income    ol     ss  -     million.    That's 
almost  twice  what  it  sold  and  netted 
two  years  ago,  and  there  have  fa 
no  acquisitions! 


The  secret?  "Simplicity,  with  a 
small  "s",  and  no  pun  intended,"  re- 
plies Shapiro.  Styles  ol  women's 
clothing  may  come  and  go.  he  ex- 
plains, hut  the  long-range  trend  is 
always  toward  simpler  styles,  which 
are  Simplicity  Pattern's  bag.  In 
the  miniskirt  era.  Shapiro  goes  on. 
the  emphasis  more  than  ever  is  on 
simplicity.  "The  trend  is  toward 
nudity,  toward  less  restriction,"  he 
sa\s.  Hence  his  company's  rocket- 
like growth.  The  same  picture 
holds  true  tor  Simplicity's  overseas 
operations. 

The  fact  that  miniskirts  and  sim- 
pler st\  les  appeal  most  to  girls  un- 
der 25  hasn't  hurt.  They  now  rep- 
resent halt  the  nation's  Female 
population.  Shapiro  has  concen- 
trated heavily  on  the  teenage  mar- 


ket. Sample  ads:  "Lower  the  sewing 
age;  sew  your  own  thing."  "You 
don't  let  the  Establishment  make 
your  world;  don't  let  it  make  your 
clothes.'"  "Make  clothes,  not  war." 
Says  Shapiro:  "We're  a  creature  of 
the  whole  do-it-yourself  thing,  but 
most  of  all  the  sewing  scene  has 
reached  the  young  teenager  and 
we're  winning  her  over." 

What's  to  prevent  someone  with 
a  little  capital  and  a  printing  press 
from  horning  in  on  Shapiro's  ex- 
traordinarily simple  money-making 
pattern0  "Nothing  really,"  he  ad- 
mits, "except  that  we're  known  and 
have  got  the  distribution.  Some 
have  tried  but  haven't  made  it." 
Hut  how  lang  can  that  last  in  a 
business  where  its  possible  to  earn 
1  1  cents  on  a  dollar  of  sales?  ■ 
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What  does  lighting  a  city 

have  in  common 
with  moving  a  mountain? 


lorth  American  Rockwell. 


>ar  energy  and  earth 
lg.  Just  two  of  the  many 
in  which  North  American 
well  is  involved.  And 
lore  than  100,000 
(owners  know  that  both 
rowing  in  size  and 
rtance. 

ig  the  last  six  years,  our 
of  Rockwell-Standard 
y-duty  components  for 
moving  machinery  have 


been  booming.  And,  by  all 
indications,  the  boom  will 
continue  for  all  our  automotive 
products:  axles,  brakes, 
universal  joints  and  special 
gear  drives. 

The  early  lead  by  our  Atomics 
International  Division  in  the 
development  of  fast  breeder 
reactors  puts  us  in  a  position 
to  reap  the  benefits  of  a 
growing  market  for  nuclear 


energy.  In  fact,  22  of  the  most 
progressive  utilities  in  the 
nation,  representing  23%  of 
the  country's  generating 
capacity,  are  working  with  us 
to  develop  a  fast  breeder 
reactor. 

The  technology  and 
experience  of  our  2.6  billion 
dollar  corporation  have 
led  to  firsts  in  all  of  our 
19  businesses. 


With  this  background  we  can 
manage  change.  Instead  of 
just  letting  it  happen.  And 
when  you  manage  change,  you 
help  shape  the  future. 
That's  why  North  American 
Rockwell  and  the  future  are 
made  for  each  other. 
For  a  copy  of  our  Annual 
Report  write:  P.O.  Box  707, 
El  Segundo,  California  90245. 


* 


North  American  Rockwell 


Faces  Behind  the  Figures 


Artistic  Reshuffle 

Norton  Simon  collects  art  and  he 
collects  companies.  There  is  a  good 
deal  of  business  in  the  way  he  buys 
art,  and  there  is  a  good  deal  of  art 
in  the  way  he  handles  his  compa- 
nies. "We  are  constantly  reshuf- 
fling things  here.  Putting  them  in 
different  positions,"  he  has  said 
about  paintings  and  sculpture, 
"gives  new  life  to  them  and  takes 
away  any  tendency  to  become 
static."  He  seems  to  feel  the  same 
way  about  his  businesses.  Last 
month  he  did  some  reshuffling  at 
the  top  of  his  $l-billion  (sales) 
Norton  Simon  Inc. 

Into  the  top  spot  as  chief  ex- 
exutive  officer  went  President  Da- 
vid J.  Mahoney,  46,  a  dynamic 
marketing  man.  Out  altogether 
went  chairman  and  former  chief 
executive  William  E.  McKenna,  a 
former  Litton  Industries  manage- 
ment and  financial  man.  Into  the 
vacant  chairmanship  went  Harold 
Williams,  41,  a  tax  lawyer  and  fi- 
nancial man  and  long-time  (since 
1955)  Simon  employee.  Norton 
Simon's  own  position  in  the  coin- 
pan)'  is  merely  that  of  director  and 
a  member  of  the  finance  commit- 
tee. But  all  that  notwithstanding, 
Norton  Simon  still  darn  well  runs 
the  whole  show. 

Mahoney  started  in  advertising, 
moved  on  to  merchandise  Good 
Humor  Ice  Cream  Products,  and 
later  served  as  executive  vice 
president  of  Colgate.  He  will  find 
a  great  deal  on  which  to  test  his 
merchandising  talents  at  Norton 
Simon.  The  company  sells  whiskey 
(Johnny  Walker),  soft  drinks 
(Canada  Dry),  magazines  (Mc- 
Catt's,  Saturday  Review)  and  food 
(Hunt,  Wesson) — all  products  that 
can  use  the  Mahoney  touch. 

"I'm  an  operations  man,"  says 
Mahone)  "not  a  financial  guy. 
Norton  was  aware  the  direction 
the  company  had  to  shift.  He  ap- 
pointed a  committee  of  the  board 
to  study  our  direction,  and  the  de- 
cision was  made  that  an  operations 
guy  should  be  chief  executive." 
Translated  freely,  this  means  that 
the  company  is  tig  to  concen- 
trate on  growth  1  a  within  from 
here  on  rather  than  growth  by  ac- 
quisition. Which  seems  a  pretty 
sensible  way  to  rearrange  a  collec- 
tion of  businesses  in  a  fast-changing 
business  environment.  ■ 


^ ^ 


TENNECO  CHEMICALS.  INC  O  TENNESSEE  GAS  TRANSMISSION  CO  O  TENNECO  OIL  CO  O 
PACKAGING  CORPORATION  OF  AMERICA  O  KERN  COUNTY  LAND  CO.  O  J-  I.  CASE  CO  O 
WALKER    MANUFACTURING    CO    O   NEWPORT    NEWS    SHIPBUILDING    AND    DRY   DOCK   CO   CO 


Tractors  are  some 
of  our  business 

Some  is  $375  million  a  year  in  sales  of  J.  I.  Case  agricultural  machinery  and 
construction  equipment.  An  important  reason  why  manufacturing  is  now  Tenneco's 
biggest  business.  Add  our  other  businesses  and  you've  got  over  $2  billion  in 
annual  sales— and  growing.  Tenneco.  Building  businesses  is  our  business. 


TENNECO  INC. 


Our  newest  addition  is 
Dominion  Electric- 
makers  of  smart-looking, 
dependable  appliances 
that  make  a  woman's  life 
easier  and  happier. 
Now  we  can  meet  even 
more  of  a  family's 
basic  needs. 


Scovill.The  proud  parent. 


The  Scovill  Family  of  Products:  Hamilton  Beach  electric  housewares;  NuTone  builtins  and  electronics;  Lightcraft  lighting  fixtures;  Woodcarv 
cabinets;  Caradco  windows  and  doors;  Gripper  and  Nylaire  apparel  fasteners;  Dominion  Electric  appliances:  Clinton  notions  and  Dritz 
sewing  aids;  Bogene  closet  accessories;  Schrader  tire  valves;  brass,  copper  and  aluminum  mill  products;  cosmetic  containers;  auto- 
motive products;  fluid  power  products;  industrial  hose  couplings;  custom  parts  and  assemblies;  aerosol  products;  metal  stationery  supplies. 


B 


Arthur  Carter's  "Concept": 

If  the  investors  are  entranced  enough  with  your  style 
maybe  they  won't  worry  too  much  about  your  arithmetic. 


You  may  not  like  Arthur  Carter's 
arithmetic,  but  you  have  to  admire 
his  style.  Last  year  the  37-year-old 
dealmaker  left  the  brokerage  business 
(he  was  a  partner  in  what  is  now 
Cogan,  Berlind,  Weill  &  Levitt,  Inc.) 
and  started  what  he  called  the  Carter 
Group.  The  prospectus  described  the 
Group's  aim  as  "to  provide  in  one 
entity  the  fiscal  and  conceptual  inte- 
gration of  the  investment  banking 
function  with  the  acquisition  and 
management  of  industrial  companies." 
Hows  that  for  style? 

His  arithmetic  was  something  else. 
Before  the  Group  went  public,  Arthur 
Carter  bought  270,000  shares;  a 
group  of  associates"  took  another 
300,000  shares;  the  underwriter,  D. 
H.  Blair  &  Co.,  took  30,000  shares. 
Each  of  them  paid  $2  a  share,  SI. 2 
million  in  all. 

We/come   All 

Then  the  public  was  invited  in.  The 
public  was  ottered  S33.7  million 
worth  of  units,  each  unit  consisting 
of  a  package  of  common  stock,  war- 
rants and  convertible  debentures.  In- 
cluded in  the  units  were  337,500 
shares  of  Carter  Group  common 
stock.  According  to  the  prospectus, 
the  common  stock  cost  the  public 
about  $44  a  share. 

So,  when  the  smoke  had  cleared, 
here  was  the  picture:  Total  amount 
raised:  $34.9  million.  Proportion  con- 
tributed by  the  public:  962.  Propor- 
tion contributed  by  the  insiders:   4%. 

As  against  this,  the  insiders  still 
owned  64'-  of  the  stock.  As  the  pro- 
spectus blandly  explained:  "It  was 
necessary  to  permit  the  management 
of  the  company  to  retain  a  substan- 
tial equity   position." 

Did  it  have  to  be  that  substantial? 

Shortly  after  it  got  its  money  the 
Carter  Group  said  it  was  going  to  try- 
to  take  over  the  Denver  &  Rio 
Grande  &  Western  RR.  Management 
didn't  like  the  Carter  Group's  style. 
The  takeover  never  came  oft. 

Utilities  &  Industries  Corp.,  how- 
ever, was  willing.  Carter  proposed  a 
deal  Richard  L.  Rosenthal,  52,  U&I's 
president,  said  yes.  He  liked  Carter's 
style.  And  with  good  reason. 

Under  the  deal,  Rosenthal  sold  his 
U&I  holdings  to  the  Carter  Group. 
He  got  $50  a  share  for  his  280,471 
shares  of  U&I  (the  stock  recently  sold 


'Among  the  associates:  Former  Internal  Revenue 
Commissioner  Mortimer  M.  Caplin  (12,500  shares): 
Downe  Publishing's  Edward  R.  Downe  Jr.  (12,500 
shares);  Kinney  National  Service  President  Steven  J. 
Ross  (35,000  shares). 


for  $28  a  share  and  had  never  sold 
above  30  until  this  year),  $14.1  mil- 
lion, all  in  cash.  He  also  became  en- 
titled to  deferred  compensation  which 
will  probably  average  out  to  $240,000 
a  year.  Plus  a  possible  substantial 
bonus  based  on  what  U&I  gets  for 
some  water  properties  it  may  sell. 

What  about  the  other  U&I  share- 
holders? Well,  a  few  (4%)  sold  their 
shares  to  the  Carter  Group  at  $41  a 
share.  But  the  deal  Carter  has  offered 
the  rest  (75%)  is  bewilderingly  com- 
plex. Two  things  are  clear  however. 
One  is  that  public  stockholders  of 
U&I  are  going  to  end  up  with  much 
less  equity  than  they  started  with. 
And  the  other  is  that  Richard  L. 
Rosenthal  is  coining  out  of  the  deal 
nearly  twice  as  well  off  as  his  small 
stockholders. 

The  Numbers  Game 

Follow,  if  you  will,  this  maze: 
Carter  Group  becomes  a  subsidiary  of 
a  new  company  formed  by  Carter, 
U&I  (Delaware).  So  does  the  old 
U&I.  Carter  Group  stockholders  end 
up  with  about  40%  of  the  new  com- 
pany; U&I  stockholders  with  about 
60S,  In  theory,  Carter  Group  contri- 
butes $17  million  in  equity  capital 
26%  of  the  new  company,  U&I  $48 
million  in  equity  or  74%. 

This  immediately  dilutes  the  equity 
of  U&I  stockholders.  Thev  now  have 


stock  with  a  book  value  of  $36  a 
share.  If  the  merger  goes  through 
they  will  have  common  shares  backed 
by  only  $25  in  book  value,  plus  about 
$4  worth  of  preferred.  But  the  book 
value  of  Carter  Group  shareholders 
will  rise  from  $17  to  $25  a  share. 

That's  lopsided  enough.  But  the 
further  fact  is  that  the  U&I  assets — 
mostly  land,  securities  and  water 
plants — are  understated.  And  that  the 
Carter  contribution  is  overstated:  Its 
assets  include  the  stock  it  bought 
from  Rosenthal  at  $50  a  share,  but 
neither  in  book  value  nor  in  current 
market  value  is  the  stock  worth  any- 
thing like  $50  a  share. 

The  prospectus  is  currently  at  the 
Securities  &  Exchange  Commission. 
If  the  deal  works  out  the  insiders  at 
the  Carter  Group,  who  started  with 
an  equity  of  $2  a  share,  will  end  up 
with  an  equity  of  $25  a  share. 

Oh  yes,  after  the  merger  Carter 
and  his  friends  would  own  better 
than  25%  of  the  outstanding  stock  of 
the  new  company.  The  new  com- 
pany's assets  will  total  $83  million. 
The  Carter  Group  insiders,  who  put 
in  $1.2  million  in  capital,  will  thus 
have  control  over  $83  million  in 
assets.  Unless,  of  course,  U&I  stock- 
holders reject  the  merger. 

Carter's  public  stockholders?  The 
common  shares  for  which  they  paid 
$44  recently  sold  for  $18 — which  is 
nine  times  the  $2  a  share  the  insiders 
paid  for  them,  but  well  under  half 
of  what  the  public  paid. 

As  we  said,  the  arithmetic  is  wild. 
But  you  have  to  admit  that  Arthur 
Carter  and  his  friends  have  style.  ■ 


".  .  .  No  Matter  How  .  .  ."  Arthur 
Carter,  37,  depending  on  how  you 
look  at  him,  is  one  of  Wall  Street's 
bright  or  brash  young  men.  He 
went  to  The  Street  direct  from 
Brown.  In  his  brokerage  days  he 
ruffled  feathers  with  his  role  in 
takeovers:  Great  American  by  Na- 
tional General;  Reliance  Insurance 
by  Leasco;  Gulf  &  Western's  at- 
tempt on  Allis-Chalmers;  the  con- 
troversial deal,  now  in  the  courts, 
between  Curtis  Publishing  and 
Downe  Communications.  His  self- 
confidence  is  such  that  he  rarely 
says  "I'm  sorry."  We  asked  him  if  it 
wasn't  a  bit  stiff  for  the  public  to 
put  up  92%  of  the  equity  money  in 
Carter  Group  and  get  only  64% 
of  the  stock.  His  reply.  "In  any 
public  offering  the  public  takes  a 
bigger  risk."  Asked  who  he  ad- 
mires, he  replies:  "Any  guy  who 
from  nothing  has  created  a  sizable 
company,  no  matter  how  he  did  it." 
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Seeing  is  believing 

It  will  come  as  no  surprise  to  the  regular  readers  of  FORBES  that  this  magazine  has  been  thrusting  ahead 
consistently  during  the  past  few  years.  When  compared  graphically  with  the  growth  rates  of  its  principal 
competitors,  FORBES'  progress  report  produces  a  visual  impact  which  many  will  find  highly  enlightening. 


FIVE-YEAR  GROWTH  RATES 

ADVERTISING  PAGES 


Forbes 

+  88% 

(1,198  67  Pages) 


Fortune 

+  13% 

(1,979.68  Pages) 

Business  Week 
+4% 

(4,501.88  Pages) 


FIRST  HALF  YEAR 

1969  VS  1968 
Advertising  Pages 


FORBES 

Business  Week 
Fortune 


+  25% 
Up  147  Pages 

-5% 
Down  113  Pages 

-11% 
Down  115  Pages 


1963 


FIVE-YEAR  GROWTH  RATES 

ADVERTISING  REVENUES 
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1964 


1965 


1966 


1967 


1968 


FORBES 

+211% 

($7,799,000) 

FORBES 

+  40% 

Up  $1,518,000 

Business  Week 

+6% 
Up  $1,146,000 

Business  Week 
+73% 

($41,676,000) 

Fortune 

+4% 
Up  $378,000 

Fortune 

+  69% 

($19,900,000) 

Source:  Publishers' 

Information  Bureau 

Source  P1B 

This  dramatic  advertising  growth  story  over  the  past  5V2  years  is  the  result  of  an  increased  awareness  of 
FORBES  editorial  relevance  to  the  changing  world  of  business.  It  parallels  a  similar  growth  in  FORBES 
circulation  since  1963  which  will  increase  79%  to  625,000  effective  with  the  January  1,  1970  issue. 

FORPFS  readers  don't  just  own  American  business. 

They  run  it. 


Forbes:  capitalist  tool 


Battle  for  Survival 

What  does  the  Blatz  label  mean  to  little  G.  Heileman  Brewing  Co.?  A  chance  to  be- 
come a  national  brewer,  like  Anheuser-Busch  or  Jos.  Schlitz.  And  a  chance  to  survive. 


La  Crosse,  a  town  of  47,000  on  the 
Wisconsin  side  of  the  Mississippi 
River,  is  an  unlikely  headquarters  for 
a  national  brewery.  Schlitz,  Pabst  and 
Miller  are  based  in  Milwaukee,  200 
miles  to  the  east,  while  giant  An- 
heuser-Busch is  in  St.  Louis.  450  miles 
south.  But  if  Heileman  Brewing's 
spunky  President  Roy  E.  Kumm  has 
his  way.  Heileman  will  join  this  rari- 
fied  company  in  a  few  years  and.  by 
1975.  be  the  nation's  fifth-largest 
brewer.  Last  year  it  was  ISth;  with 
Blatz,  Heileman  now  is  already  num- 
ber ten. 

In  fact,  it  is  the  Blatz  name  and 
Formula,  which  Heileman  bought  last 
month  from  Pabst  after  the  Justice 
Department's  decade-lonij  antitrust 
action,  that  is  the  key  to  Kumm's  goal. 
Blatz.  whose  1968  sales  were  $56  mil- 
lion OS.  $59  million  for  Heileman,  was 
once  a  national  brand,  is  still  distrib- 
uted in  more  than  40  states  and  has 
retained  its  national  image  and  its  un- 
usual pricing  structure:  a  bit  more 
than  the  "popular"  beers,  a  bit  less 
than   the  "premium"  ones 

Kumm  intends  to  go  national  with 
Blatz  and  use  it  to  pull  along  his  two 
other  major  but  regional  brands,  pre- 
mium Old  Style  and  super  premium 
Special  Export.  "To  go  national  with 
Old    Style    and    Special    Kxport    alone 

is  not  possible.'  sa>s  Kumm,  More- 
over, in  at  least  20  states  Kuinin  can 
also  offer  one  or  more  of  Heileman's 
15  regional  brands,  such  as  Brau- 
meister  and    Kingsbur) 

It's  a  daring  plan.  The  last  brewer 
national  was  Miller;  Falstall  and 
Rheingold  tried  and  failed.  And 
Kumm's  success  with  his  variety  ot 
brands  is  unusual.  Associated  Brew- 
ing and  Canadian  Breweries,  two 
large  and  troubled  brewers,  have 
many  labels  but  slim  profits. 

"A   Very  Emotional  Thing" 

But  Kumm  teels  he  has  to  gamble. 
Despite  Heileman's  sparkling  profit 
record — a  five-year  average  return  on 
equirj  ot  1S.4>,  better  than  even 
Buseh  or  Pabst — Kumm  sees  growth  as 
essential  to  Heileman's  very  survival. 
Before  World  War  I,  Old  Style 
brand  was  a  national  beer.  But  three 
things  nearly  killed  Heileman:  Pro- 
hibition, rationing  during  World  War 
II  and  "progressive"  management  in 
the  early  Fifties.  "We  made  a  serious 
label  change  and  a  serious  advertis- 
ing-image change,"  recalls  Kumm, 
then  second  in  command.  "And  we 
decided  to  make  a  stouter  beer.  I  dis- 


agreed violently  with  all  that,  but  I 
was  outvoted.  However,  the  changes 
were  not  to  the  public's  liking." 

In  1956,  with  the  company  in  seri- 
ous trouble,  Kumm  took  over.  The 
previous  management  thought  that  a 
new,  dramatic  image  would  sell  more 
beer.  It  didn't.  Kumm's  solution  was 
to  revert  to  the  old  image,  emphasize 
quality  control  and  acquire  other 
small  brewers,  usually  at  below  book 
value.  "Beer  is  a  very  emotional 
thing,"  says  Kumm.  "You  must  appeal 
to  a  man's  taste  buds  and  his  brain 
simultaneously." 

Despite  Heileman's  impressive 
growth,  Kumm  still  has  plenty  of 
problems.  Blatz  sales  have  been  drop- 
ping since  1964,  and  it's  hard  to  re- 
verse  a  downtrend.  Brewing  Blatz 
along  with  all  the  other  brands  won't 
be  easy,  either.  And  Heileman's 
breweries — at  La  Crosse  and  Sheboy- 
gan, Wis.  and  Newport,  Ky. — are 
old  and  inefficient.  "A  new  2-million 


barrel-a-year  plant  would  cost  $50 
million,"  says  Kumm.  "Given  today's 
money  rates,  I  don't  think  there  would 
be  any  profits  left."  And  finally,  if 
Kumm  wants  to  acquire  more  brewers 
— and  he  likely  does — he  has  still 
another  problem:  Heileman  is  now 
big  enough  to  worry  about  antitrust. 
But  it  appears  that  Kumm  is  on 
the  right  course.  Only  a  few  regional 
brands  are  prospering  today,  notably 
Coors,  Olympia  and  Schaefer.  Even 
Rheingold,  which  is  very  strong  in  the 
huge  New  York  City  market,  has  had 
troubles.  Says  Lawrence  Goldstein, 
noted  beer  analyst  with  Burnham  & 
Co.:  "Most  regional  and  local  brewers 
will  go  out  of  business.  The  big  will 
get  bigger  because  they  have  every- 
thing going  for  them:  a  national  im- 
age, national  distribution,  plenty  of 
money  and  low  unit  costs  because  of 
their  size."  Kumm  agrees.  "Unless 
you're  in  the  top  five."  he  says  grimly, 
"you're  not  going  to  survive."  ■ 


Kumm   of  Heileman 
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An  Eastman  Dillon 
broker  at  30  is  like 
Mozart  at  12. 

At  12,  Mozart  was  an  accomplished  composer.  At  30,  an 
Eastman  Dillon  broker  is  likewise  accomplished.  In  the  brokerage 
field,  a  lifetime  of  experience  is  often  crowded  into  a  few  hectic 
years.  The  very  pace  of  today's  business  means  the  young 
imagination  may  come  out  ahead. 

Every  Eastman  Dillon  broker,  whatever  his  age,  is  skilled. 
He  acts  as  investment  advisor  to  professional  men  in  many 
fields.  And  because  he's  with  one  of  the  top  firms  in  both  individual 
and  institutional  investing,  he  has  access  to  all  of  the  vital 
activity  in  the  market. 

Behind  every  recommendation  he  makes  is  the  in-depth 
analysis  of  Eastman  Dillon's  Research  Department.  One 
of  the  most  authoritative  in 
the  business. 

Whatever  your  invest- 
ment aims,  we'll  help  you 
keep  in  tune  with  the  latest 
developments  in  the  market. 
Our  youthful  imagination 
is  at  your  service.  Call  us. 


Eastman  Dillon  helps  men  with  money  invest  intelligently. 


Eastman  Dillon,  Union  Securities  &  Co. 
Members  New  York  Stock  Exchange  □  One  Chase  Manhattan  Plaza,  New  York,  N.Y  10005  □  Offices  in  Principal  Cities 


The  Forbes  Index 


preliminary 


QQ  Pgnotfof Economic  Recession  as  defined 

onaJ  Bureau  ol  Economic  Research 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering7 
(Dept  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ot 


JUNE  .131.1 

JULY   132.3 

AUG.    ......133.4 

SEPT 134.0 

OCT 135.6 

NOV 136.2 

DEC 137.0 

JAN 136.9 

FEB 137.6 

MAR 137.3 

APR 138.3 

MAY     138.5 

JUNE  139.0 

JULY  (prel.)  139.3 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


MARKET  COMMENT 

By  L.  0.  Hooper 


What's  Different  Now? 


This  bear  market  has  now  been 
running  long  enough  to  make  the  ex- 
pectation of  a  reversal  in  order.  How- 
ever, the  initial  lows,  recorded  on 
volume,  have  not  vet  been  tested  in 
secondary  selling,  and  evidences  of 
business  and  earnings  deterioration 
are  still  too  Fragmentary  to  be  con- 
clusive. What  we  need,  in  order  to 
be  more  optimistic  about  stocks,  is 
worse  news  about  business  trends  and 
earnings.  Remember,  at  this  stage 
only  bad  news  about  business  is  bull- 
ish tor  stocks. 

The  Administration  and  the  Fed- 
eral Reserve  authorities  since  January 
have  directed  monetary,  credit  and 
federal  budget  policy  toward  "cool- 
ing the  economy"  and  "easing  infla- 
tionary pressures,"  always  recognizing 
that  there  would  be  a  lag  of  between 
nine  and  12  months  between  initia- 
tion of  the  policy  and  its  effectiveness. 
From  now  on,  tangible  results  should 
begin  to  appear.  Stocks  have  been 
going  down,  discounting  the  success 
of  the  program.  As  soon  as  the  pro- 
gram is  obviously  successful,  stocks 
can  do  better. 

It    seems    improbable    that    credit 

Mr.  Hooper  is  associated  with  the  New  York 
Stock  Exchange  firm  of  W.   E.   Hutton  &  Co. 


policy  will  be  reversed  until  Wash- 
ington and  the  Fed  are  satisfied  that 
their  objectives  are  attained.  To  be 
bullish,  therefore,  the  evidence  of 
business  deterioration  and  earnings 
attrition  will  have  to  be  so  convin- 
cing "that  no  one  can  doubt  that  the 
mission  is  accomplished. 

An   Invitation    To   Buy 

I  have  regarded  the  August  rally 
in  stocks  as  a  normal  and  traditional 
contra-trend  movement  following  the 
consummation  of  the  initial  leg  of  a 
major  bear  market.  The  logical  se- 
quence now  would  be  a  testing  of 
the  July  lows  on  a  smaller  volume  of 
transactions,  a  reduction  in  the  vol- 
ume of  trading,  and  the  building  of  a 
base  for  a  recovery  late  this  year  or 
early  next.  From  now  on,  we  should 
look  on  weakness  as  an  invitation  to 
accumulate  stocks  rather  than  as  a 
warning  to  sell  them. 

When  the  DJI  was  above  925,  the 
stock  market  was  in  a  distributive 
phase;  now  from  under  800  it  is  in  an 
area  where  equities  should  be  ac- 
cumulated. The  previous  sentence  is 
valid  whether  the  final  low  in  the  DJI 
is  778  (the  July  intra-day  low),  750, 
725  or  700.  You  are  just  as  unlikely 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Oepf.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


to  buy  at  the  lows,  as  you  were  un- 
likely to  sell  at  the  highs. 

This  opinion  is  based  on  the  tradi- 
tional stock-marke*:  approach,  and 
that  approach  has  the  merit  of  being 
based  on  what  investors  and  traders 
have  usually  done  under  similar  cir- 
cumstances in  the  past.  It  assumes  that 
the  managers  of  institutional  money 
will  now  behave  much  as  the  man- 
agers of  personal  money  have  acted  in 
earlier  market  connections.  It  must  be 
recognized,  however,  that  the  broad 
background  has  changed.  There  is 
more  institutional  money  available  now 
than  personal  money;  and  there  is  a 
preponderance  of  inexperience  among 
the  young  people  who  are  so  impor- 
tant in  making  investment  decisions. 
The  "average,"  or  .  representative, 
portfolio  manager  is  today  a  very 
young  man  who  has  little  respect  for 
traditional  ideas. 

It  is  estimated  that  approximately 
50%  of  all  the  transactions  on  the 
New  York  Stock  Exchange  are  for 
institutions,  that  is,  for  mutual  funds, 
pension  funds,  banks  and  bank  trusts, 
colleges  foundations,  hospitals  and 
other  fiduciaries.  This  is  something 
new.  As  recently  as  1946  probably 
less  than  10%  NYSE  business  was  in- 
stitutional and  back  in  1928  and  1929 
the  institutional  interest  was  certainly 
less  than  5%. 

At  the  same  time,  it  must  be  ad- 
mitted that  a  substantial  portion  of 
this  so-called  institutional  business, 
namely  that  part  handled  by  the  per- 
formance funds,  is  out-and-out  specu- 
lative activity. 

Back  in  the  1920s  and  the  1930s 
manipulative    pools    often    accounted 
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Double 
Safety 


THINK 
ABOUT   IT 


Privacy 

^ss*^      ^X     per  year 

We  guarantee  this  higher  interest  rate 
on  Fixed  Term  accounts  of  3,  4,  or  5 
years  .  .  .  $1000  minimum.  Interest  is 
compounded  daily  and  paid  quarterly 
...  or  can  be  added  to  account  to  yield 
5.39%  per  year. 

Privacy  for  your  savings  is  yours, 
too,  when  you  save  with  us  in  Califor- 
nia. Write  for  details. 


One  of  America's  largest 
. .  .  and  strongest 


Mp|  EST.  1937 

Fidelity 

^ecfouz&  SAVINGS 

AND  LOAM  ASSOCIATION 

Box  1631-22    •    Glendale,  Calif.  91209 
Assets  over  $425,000,000 


Please  send  information  on:  I 

□    5'/,%  Fixed  Term  accounts   Q    5%  Passbook  occounts| 
D   5'/<  %  Bonus  accounts 

Name , I 


Address 

City 

I 


-Stale. 


.Zip. 


PLEASE   PRINT 


22 


NEW  NO-LOAD  MUTUAL  FUND 

ROWE  PRICE 
NEW  ERA 


FUND 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientitic 
and  Technological  Research  and 
Development  •  Consumer  Services 

No  Sales  Charge 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 


Name. 


Address. 
City 


.State. 


Zip  Code. 


for  more  than  half  the  total  volume. 
Since  the  enactment  of  the  Securities 
&  Exchange  Act,  manipulation  of  that 
type  has  been  illegal.  We  don't  have 
pools  any  more,  nor  do  the  mutual 
funds  intend  to  engage-  in  manipula- 
tive activity.  But  sometimes  when 
two  or  three  or  more  mutual  funds  sud- 
denly decide  to  buy  (or  if  several  de- 
cide to  sell)  the  same  stock,  the  price 
results  may  be  reminiscent  of  those 
days  of  yore. 

In  the  second  quarter  of  this  year, 
the  figures  show  that  the  mutual 
funds  were  sellers  on  balance  of 
Avco,  Chris-Craft,  City  Investing, 
Freeport  Sulphur,  General  Tire,  Gulf 
Oil,  Loew's,  McDonnell- Douglas, 
Occidental  Petroleum,  Penn  Central, 
Teledyne,  Texaco  and  U.S.  Plywood- 
Champion  Paper.  Most  of  those 
stocks  declined.  On  the  other  hand, 
the  funds  were  buyers  on  balance  of 
Aluminum  Co.,  American  Can,  Avon 
Products,  Deltona,  Federal  National 
Mortgage,  Ford  Motor,  Georgia- 
Pacific,  International  Business  Ma- 
chines, Motorola,  National  Cash 
Begister,  Parke-Davis,  Scott  Paper, 
Standard  Oil  of  Ohio,  Skyline,  Texas 
Instruments,  Western  Union  and 
Zayre  Corp.;  most  of  these  stocks 
acted  relatively  well. 

It  should  not  be  inferred  that  the 
funds  are  always  right.  Fund  man- 
agers are  human,  and  anyone  "trying 
too  hard"  in  the  stock  market  is  likely 
to  make  mistakes.  I  would  be  brave 
enough  to  suggest  that  the  first  half 
selling  in  McDonnell-Douglas  (around 
25)  depressed  the  stock  to  an  un- 
justified low  level;  and  that  the  more 
recent  selling  in  United  Aircraft 
(about  44)  has  not  been  too  wise 
from  an  investment  point  of  view. 
Nor  would  I  call  the  impulsive  liqui- 
dation in  Sperry-Rand ',  which  caused 
the  stock  to  fall  out  of  bed  for  two 
days  in  July,  at  all  brilliant.  In  re- 
view, however,  the  spectacular  fund 
selling  in  Chrysler  last  winter  was 
pretty  smart. 

It  is  always  interesting  to  note  that 
some  funds  buy,  and  others  sell,  the 
same  stock.  In  the  June  quarter  nine 
funds  bought  and  nine  funds  sold 
Ashland  Oil,  and  ten  funds  bought 
and  ten  funds  sold  Control  Data.  Un- 
less you  are  actually  handling  the 
orders,  of  course,  you  don't  know 
what  any  of  these  funds  are  doing  till 
at  least  a  month  or  as  much  as  four 
months  after  the  actual  tiansaction. 
You  can  suspect,  but  you  have  to 
work  on  circumstantial  evidence. 

/Margin    Restrictions 

Another  thing  that's  different  is 
that  the  public  no  longer  is  trading 
on  thin  margins.    Back  in  the   1920s, 


10%  and  15%  margins  were  common 
against  80%  currently  required  on 
new  purchases.  Even  in  the  1930s 
and  early  1940s  25%  or  50%  margins 
were  common.  When  margins  were 
low,  a  break  in  the  stock  market 
would  result  in  many  accounts  being 
"sold  •*  out"  to  protect  the  broker. 
Those  "sellouts"  often  were  instru- 
mental in  causing  what  was  called  "a 
selling  climax."  One  reason  why 
climax  statistics  did  not  for  a  long 
time  bring  about  a  climax  rally  in 
June  or  July  was  the  absence  of  in- 
voluntary margin  account  sellouts. 

There  is  no  question  but  that  we 
have  much  more  information  now 
about  the  economy,  about  individual 
corporations  and  what's  going  on  in 
the  market  itself  than  in  the  past.  We 
should  be  more  intelligent,  and,  to 
some  extent,  we  are.  But  our  intelli- 
gence generally  has  not  increased  as 
fast  as  the  information. 

Stocks   To   Consider 

In  the  Sept.  1  issue,  it  was  intimated 
that  United  Aircraft  should  earn  $6  a 
share  this  year.  A  figure  of  a  little 
better  than  $5  would  be  more  realis- 
tic. The  company  keeps  very  conser- 
vative books  ....  The  nickel  strike  is 
likely  to  make  this  essential  metal 
scarce  and  expensive  for  a  long  time. 
It  is  no  reason  to  sell  International 
Nickel.  It  is  a  great  "growth  stock." 
Those  who  want  to  be  in  the  copper 
business  without  worrying  about  po- 
litical problems  in  Chile,  Peru  or 
Zambia  should  take  a  long  look  at 
Phelps  Dodge.  Earnings  could  reach 
$4  a  share  this  year  and  the  $1.90 
dividend  could  be  increased. 

The  airlines,  which  have  been  in 
a  bear  market  longer  than  any  other 
major  group,  seem  to  be  thoroughly 
sold  out.  While  there  still  is  no  pros- 
pect to  make  one  enthuse  about  them, 
the  minus  factors  appear  to  be  com- 
pletely exploited.  Sometime  between 
now  and  the  end  of  the  year,  there 
is  likely  to  be  some  good  news  about 
airline  fares  and  there  will  begin  to 
be  projections  about  the  savings  in 
costs  incident  to  the  early  establish- 
ment of  service  by  planes  with  larger 
capacity.  It  seems  to  me  that  the  air 
transport  shares  are  ripe  to  reflect  any 
expected  or  unexpected  good  news. 

Among  the  stocks  I  like  on  weak- 
ness I  would  mention  especially:  Fed- 
eral National  Mortgage,  McCullough 
Oil,  General  Development,  Union 
Pacific  Corp.,  Pacific  American  Indus- 
tries. Leisure  Group,  Halliburton, 
American  Airlines,  Superior  Oil,  Kerr- 
McGee,  Bendix,  Motorola,  Philips 
Industries,  Skyline,  Zimmer  Homes, 
National  Cash  Register  and  Univer- 
sity Computing,  m 


98 


FORBES,  SEPTEMBER  15,  1969 


WHAT  DOES  UNITED  RECOMMEND  FOR 

AUTUMN-ACTION 

IN  THE  STOCK  MARKET 


10  Growth  Stocks  to  Buy 

Selected  from  200  stocks  in  79  Growth  Industries 
Individual  comment,  analysis,  and  risk  rating 

PLUS 

A  convenient,  informative  statistical  study  of  all 

200  GROWTH  STOCKS 


5  Apparel 

6  Beverage 

8  Bldg  Supp  &  Serv 
10  Chemical 
5  Containers  &  Pkg 


7  Cosmetics  &  Toiletries 
11   Drug 
19  Electronics 

7  Financial  Services 

8  Food 


19  Fuel 

7  Hosp  Supplies 
3  Hshld  &  Ind  Clnrs 

14  Leisure  Specialties 
5  Office  Equipt 


6  Printing  &  Publishing 
21  Retailing 

7  Transportation 
12  Utilities 

20  Miscellaneous 


7  LOW  PRICED 

STOCKS  FOR  SPECULATORS 

The  reason  so  many  people  watch  low-priced 
stocks  is,  there  is  often  a  possibility  of  big 
percentage  gains  if  you're  ready  to  assume 
the  risk.  We've  picked  out  7  we  believe  have 
fine  prospects. 


CONVERTIBLE 

BONDS  AND  PREFERREDS 

Some  analysts  say  they  have  the  same  gain 
possibilities  as  common  stocks  do  but  their 
downside  risks  are  more  like  that  of  fixed 
income  investments.  We've  picked  out  con- 
vertibles we  believe  show  a  lot  of  promise. 


PLUS  A  4  ISSUE  GUEST  SUBSCRIPTION  TO  UNITED  REPORTS 

These  are  some  of  the  subjects  covered  during  your  subscription 


Stock  Market  Analysis  and 
Specific  Recommendations 
General    Business    Forecast 


United's  Supervised  List 
Buying  Advices  of  Other  Services 
Bonds   and   Preferred  Stocks 
.  .  .  and  much  more 


Stocks  To  Sell  or  Avoid 

New  Product  Studies 

Views  of  Leading  Authorities 


A  valuable  Extra  is  included  in  this  package  at  no  extra  cost 

your  Personal  Copy  of 

UNITED'S  BUSINESS  AND  INVESTMENT  JOURNAL 

A  concise  record  book  tor  your  personal,  business,  and  investment  aftairs. 
This  handy  journal  enables  you  to  keep,  in  one  convenient  place,  the  infor- 
mation you  and  your  family  should  have  about  your  business,  your  insurance, 
savings  and  checking  accounts,  your  stocks  and  bonds,  your  real  estate, 
financial  obligations,  plus  specific  family  instructions. 

4-week  subscription  to  United  Reports  alone  is  $6  —  this  entire  package  only  &*A 

MAIL  POSTPAID  AIRMAIL  CARD-  TODAY!  SEND  NO  MONEY  .  .  .  WE  WILL  BILL  YOU 
If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  Dept.  FM-67 

UNITED  Business  &  Investment  SERVICE 

210     NEWBURY     STREET,     BOSTON,     MASSACHUSETTS     02116 
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INVESTMENT  ADVISORY  SERVICE 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion   changes   on   any   of  them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 

Wellesley  Hills,  Mass.  02181,  Oept.  F-287 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 

Name 

Street  &  No 


City. 


.State. 


-Zip. 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Hedging  Didn't  Work 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


This  has  been  a  very  difficult  year 
for  the  investor.  Regardless  of 
whether  you  owned  bonds  or  stocks, 
your  portfolio  probably  is  worth  con- 
siderably less  today  than  it  was  at  the 
beginning  of  the  year.  Only  a  small 
minority  of  stocks  have  maintained 
their  value  or  even  showed  gains. 

This  should  have  been  an  ideal 
period  for  the  professional  investors 
who  are  in  a  position  to  hedge  their 
risks,  at  least  in  theory,  by  selling  short 
those  stocks  which  seem  overpriced 
and  therefore  vulnerable,  and  main- 
tain long  positions  only  in  those  with 
superior  prospects.  In  order  to  exploit 
this  concept  of  hedging,  numerous 
mutual  hedge  funds  were  organized 
in  recent  years  and  offered  to  the 
public.  Private  hedge  funds,  usually 
set  up  as  partnerships,  had  been  op- 
erating for  some  time.  While  they,  of 
course,  do  not  publish  results,  they  are 
reputed  to  have  been  highly  success- 
ful. 

Below  Average 

It  came  as  a  surprise,  therefore, 
and  as  a  shock  to  the  investors  who 
were  trying  to  limit  their  risks,  that 
the  results  of  many  of  the  mutual 
hedge  funds  turned  out  to  be  well 
below  average.  Some  of  them  now 
rank  close  to  the  bottom  of  Arthur 
Lipper  Corp.'s  comparative  perform- 
ance listing  of  some  380  mutual  funds. 
What  happened?  Apparently  the  pros 
lost  money  on  both  the  long-  and  the 
short-side  of  the  market,  despite  the 
aid  of  charts  and  computers  and  so- 
called  fundamental  research. 

Earlier  this  year  the  belief  was 
widely  held  in  Wall  Street,  presum- 
ably shared  by  many  fund  managers, 
that  the  most  highly  favored  growth 
stocks,  which  were  then  selling  at 
very  liberal  earnings  multiples,  would 
be  particularly  vulnerable  in  a  bear 
market.  This  theory  proved  to  be 
grossly  erroneous,  at  least  as  far  as 
stocks  of  well-established  investment 
quality  were  concerned.  IBM  and 
Burroughs,  Xerox  and  Polaroid,  Texas 
Instruments  and  Merck,  Schlumberger 
and  Holiday  Inns,  to  mention  a  few, 
are  presently  selling  well  above  their 
1968  year-end  prices. 

The  hedge  fund  managers  seem  to 
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have  overlooked  the  fact  that  the  true 
investment  money  does  not  compro- 
mise on  quality.  The  managers  of  cor- 
porate pension  funds,  for  instance, 
with  their  continuous  influx  of  new 
money,  cannot  help  but  be  blue-chip 
oriented.  They  have  to  act  as  trustees. 
Of  course,  they,  too,  want  "perform- 
ance," because  they  are  also  subject 
to  competitive  pressures,  but  they 
cannot  afford  to  invest  in  stocks  of 
unseasoned  companies  such  as  those 
which  had  produced  such  spectacular, 
albeit  short-lived,  results  for  some 
mutual   funds. 

Recently  I  had  occasion  to  examine 
the  portfolio  of  a  rather  sizable  hedge 
fund  whose  management  enjoys  high 
prestige  in  Wall  Street.  I  was  sur- 
prised to  find  that  I  was  unfamiliar 
with  many  of  the  stocks  held  by  this 
fund,  even  though  I  have  been 
around  for  a  long  time.  The  stocks 
sold  short,  on  the  other  hand,  were 
well  known.  While  the  source  of 
damage  need  not  be  disclosed  in  de- 
tail, this  admittedly  superficial  inspec- 
tion may  explain  the  fund's  poor  re- 
sults. Big  name  stocks  certainly  don't 
carry  a  guarantee  against  loss  (as 
discussed  below),  but  their  potential 
hazards  are  more  easily  evaluated 
than  is  possible  for  the  younger 
'rapid  growth"  companies  whose 
managements  may  still  have  to  prove 
their  mettle. 

The  Case  of  Anaconda 

Not  long  ago,  in  fact  as  recently  as 
last  December,  Anaconda  reached  its 
highest  price  in  history — 66&.  Lately 
the  stock  has  been  selling  below  28. 
This  frightful  collapse  was  caused  by 
the  announcement  of  the  impending 
nationalization  of  the  company's  im- 
mensely valuable  copper  mines  in 
Chile.  It  is  not  an  expropriation,  and 
Anaconda  will  receive  compensation. 
While  neither  amount  nor  mode  of 
payment  have  been  determined,  it 
can  be  taken  for  granted  that  the 
compensation  will  not  come  any- 
where near  the  true  value  of  these 
priceless  properties. 

This  forced  amputation,  however, 
does  not  make  Anaconda  a  helpless 
cripple.  Its  copper-producing  and 
fabricating  operations  within  the  U.S. 
are  viable.  The  company  is  also  a 
major   producer   of  aluminum,   uran- 
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ium,  and  other  nonferrous  metals. 
Although  earnings,  even  after  the  loss 
of  the  Chilean  mines,  should  have 
covered  the  $2.50  dividend,  manage- 
ment prudently  reduced  this  rate  to 
•SI. 90  in  order  to  provide  the  neces- 
sary funds  for  diversification  as  an 
offset  for  the  lost  properties. 

Main  analysts,  as  a  matter  of  prin- 
ciple, suggest  avoidance  of  com- 
panies which  are  faced  by  major 
problems  and  uncertainties.  It  seems 
to  me,  nevertheless,  that  the  reduced 
price  of  Anaconda  adequately  ex- 
presses the  changing  character  of  this 
company  which  has  the  strength  and 
resources  not  only  to  survive  but 
eventually  again  to  prosper. 

The  situation  is  somewhat  similar 
for  Cerro  Corp.,  down  nearly  60% 
from  its  1969  high  of  5255.  Although 
Cerro's  management  claims  to  have 
good  relations  with  the  Government 
of  Peru,  it  is  feared  that  it,  too,  may 
face  nationalization,  if  not  expropria- 
tion, of  its  valuable  copper  and  silver 
mines  in  that  country.  Cerro  has  im- 
portant copper  fabricating  operations 
and  other  interests  in  this  country, 
but  the  loss  of  its  Peruvian  properties 
would  be  extremely  serious.  The 
stock,  even  at  its  reduced  price,  is  a 
hazardous  speculation  with  the  out- 
come depending  on  unpredictable 
political  developments  in  Peru. 

Advertising   Loss 

Just  as  the  liquor  industry  has  been 
doing  very  well  indeed  without  being 
allowed  to  promote  its  products  on 
TV  and  radio,  cigarette  consumption 
is  not  likely  to  be  materially  affected 
by  the  Forthcoming  discontinuance  of 
broadcast  advertising.  In  fact,  the 
cigarette  industry  may  almost  wel- 
come being  relieved  of  the  necessity 
of  spending  vast  amounts  of  money 
in  order  just  to  compete  with  one 
another,  just  as  all  of  us  will  be  re- 
lieved not  to  be  exposed  any  longer  to 
the  horrible  "Me  and  my  Winston" 
.and  other  equally  obnoxious  commer- 
cials. The  losers  will  be  the  broad- 
casting industry  for  whom  cigarettes 
provide  an  important  source  of  rev- 
enue. It  should  not  take  long,  how- 
ever, to  fill  the  vacated  spots  with 
other  advertising.  The  demand  for 
broadcasting  time  is  growing,  but  as 
there  are  only  24  hours  in  a  day  the 
supply  is  not  unlimited.  I  favor  Ameri- 
can Broadcasting,  a  stellar  performer 
earlier  this  year.  Having  declined 
from  76/'2  to  around  50  at  present, 
ABC  now  sells  at  a  fair  price  in  rela- 
tion to  probable  1969  earnings  of 
S3. 75  a  share.  In  1967,  when  a  mer- 
ger with  International  Tel  &  Tel  was 
pending,  the  stock  reached  102,  more 
than  twice  its  present  price.  ABC  is 
speculative.  ■ 


Who  ever  heard  of  a 

$1  BLUE  CHIP 

Why  HOLT  now  recommends  a  'penny'  stock  to  the 
serious  investor  seeking  standout  capital  gains 


TbSt  txtraordinary  stock — strangely  overlooked  by 
many  investors  up  to  now — has  all  the  surface 
appearances  of  a  rank  "dice  shooting"  specula- 
tion :  it  is  a  foreign  security,  it  is  traded  over  the 
counter,  and  its  recent  price  is  well  under  SI  a 
share. 

But  when  you  probe  beneath  the  surface  you  find 
all  the  major  attributes  usually  associated  with 
a  top-drawer  blue  chip — PLUS  the  sales  and  earn- 
ings trend  of  a  bona  fide  growth  stock. 
Here  are  a  few  of  the  company's  key  credentials, 
which  may  seem  almost  unbelievable  when  you 
consider  (hat    its  Btock    i-    in    the   'penny'    category: 

BILLION  DOLLAR  SALES 

0  The  company's  sales  last  year  ran  close  to 
$1.5  Billion;  we  look  for  a  $300  Million 
sales   gain    in    1969. 

0  It  has  total  assets  of  about  5800  Million. 
putting  it  above  all  but  a  small  minority  of 
America's     premier    corporations. 

0  I  tic  company's  financial  position  is  excep- 
tionally sound ;  Del  worth  of  $315  Million — 
not  counting  $103  Million  in  special  reserves 
resulting  from  ultra-conservative  accounting — 
is  preceded  by  only  $59  Million  in  long-term 
debt. 

0  In  its  home  country — whose  industrial  pro- 
duction in  the  last  10  years  has  grown  much 
faster  than  even  that  of  the  U.  S. — the  com- 
pany is  THE  top  producer  in  one  of  the  big- 
gest and    fastest   growing   industries. 

0  On  the  export  front,  the  company's  sales 
shot  up  76%  last  year  over  the  year  earlier 
(and  were  up  nearly  900%  from  the  level  of 
ju»t    five   years   earlier) . 

9  In  I  .  s.  where  the  company  is  in  bead-to- 
head  competition  with  some  of  our  most 
powerful  giants — it  is  right  now  proving  to 
be  perhaps  the  holiest  merchandiser  of  all ; 
conservative  estimates  put  its  1969  sales  60% 
over   the    year   earlier. 

£  Worldwide,  the  company  now  maintains  sales 
offices  in  90  countries ;  by  the  end  of  this 
year  it  will  have  six  supcrfreighters  in  opera- 
tion   to    carry    its    product*:    to   global    markets. 


THE  PRICE  POTENTIAL 

Fortunately,  for  prospective  buyers  at  least,  the 
stock's  price  was  recently  about  50%  below  last 
year's  peak  even  though  this  year's  sales  and 
earnings  rates  are  substantially  higher.  As  a  re- 
sult, the  stock  is  selling  at  a  remarkably  low 
earnings  multiple.  The  low  P/E  is  particularly 
significant  here,  in  view  of  the  company's  stand- 
out earnings  growth — which  we  expect  to  con- 
tinue near  or  above  a  late  of  20%  compounded 
annually. 

This  stock,  of  course,  is  not  without  consider- 
able risk.  But  taking  all  major  factors  into  ac- 
count—including the  possibility  of  a  bad  stock 
market  and  a  recession  in  the  U.  S. — we  believe 
this  stock  has  a  well-defined  upside  potential  o) 
100%  or  more  in  the  directly  foreseeable  future 
and  that  this  potential  far  outweighs  the  down- 
side   risks. 

ONE  OF  A  KIND 

In  a  deep -probing  and  enormously  comprehen- 
sive Special  Report  on  this  "High -Potential 
Speculation",  THE  HOLT  INVESTMENT  AD- 
VISORY .  .  (a)  examines  and  carefully 
documents  the  opportunities  and  risks  in  this 
one-of-a-kind  security,  (b)  tells  why  we  believe 
it  is  available,  at  least  momentarily,  at  what  we 
consider  a  bargain -counter  price,  (c)  shows 
how  this  foreign  stock  may  be  purchased  with- 
out getting  hit  with  the  interest  equalization 
tax,  and  (d)  fully  explains  why  we  believe  a 
position  in  this  stock  is  an  intelligent  specula- 
tion even  for  the  conservative  investor — notwith- 
standing our  own  current  recommended  strategy 
(bat  only  50%  of  investment  capital  be  com- 
mitted   to   common   stocks. 

You  can  receive  the  complete  revealing  Special 
Ueporl  on  the  "High-Potential  Speculation" — 
entirely  as  a  BONUS — with  your  six-week  (three- 
isBUe)  introductory  Guest  Subscription  to  THE 
HOLT  INVESTMENT  ADVISORY  .  .  .  the  truly 
professional  service  for  Ihe  private  investor. 
To  accept  this  special  (over  50%  off)  introduc- 
tory offer — limited  to  new  Guest  Subscribers  only 
— please    use  the  coupon    below. 


THEiMa; 


INVESTMENT  ADVISORY 


305  Madison  Avenue,  New  York,  N.Y.  10017 

Please  send  ntc  complete  Special  Report  on  the  $1  BLUE  CHIP — as  a  BONUS — with  my  six-week 
(three-issue)  Cucst  Subscription  to  THE  HOLT  INVESTMENT  ADVISORY.  My  $5  remittance  is 
enclosed. 


Name. 


Address  - 
City 


State  _ 

(This  subscription  not  assignable  without  your  consent.) 


.Zip 
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Why  YOU  should  read 

THE  TRUTH  ABOUT 

BOULWARISM: 

Trying  to  do  right 
voluntarily 

By  LEMUEL  R.  BOULWARE 


Because  this  intimate  and  exciting  history  of 
"Boulwarism" — that  unique  and  controversial  em- 
ployee, public,  and  union  relations  venture — sheds 
valuable  new  light  on  today's  affairs. 

Because  it  carries  important  messages — in  eco- 
nomics, morals,  and  politics — for  the  owner,  man- 
ager, employee,  consumer,  and  taxpayer  pondering 
where  his  interest  is  and  what  he  should  do. 

Because  it  is  a  book  for  everybody  who  wants  to 
turn  today's  problems  into  opportunities. 

Order  from  your  bookstore  ($7.50  hardbound, 
$2.85  paperbound),  or  from  The  Bureau  of  National 
Affairs,  Inc.,  1231  25th  Street,  N.W.,  Washington, 
DC.  20037. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Is  An  Uptrend  Base  Forming? 


Here  we  are,  just  after  Labor  Day, 
at  a  juncture  where  investors  tradi- 
tionally pause  to  take  stock  of  the 
year's  events  in  order  to  get  a  line  on 
what  the  future  may  bring.  For  1969- 
70,  this  tradition  seems  more  than 
usually  difficult  to  carry  on.  From 
many  points  of  view,  the  year  to  date 
has  been  something  of  a  comedy  of 
errors,  albeit  in  most  respects  a  pain- 
ful one.  It's  not  just  that  investors 
have  pretty  consistently  misinter- 
preted the  evidence;  worse,  much  of 
the  evidence  has  turned  out  to  be  con- 
tradictory, some  of  it  inadequate  and 
potentially  misleading. 

Think  back  for  a  moment.  Toward 
the  end  of  last  year  it  became  clear  to 
many  that  the  Federal  Reserve  Board 
had  embarked  on  an  anti-inflation 
strategy  calling  for  restraint  of  money 
and  credit  growth.  Logical  for  once, 
the  stock  market  staged  a  fairly  siz- 
able retreat  that  hit  bottom  in  early 
January  when  investors  convinced 
themselves  that  the  Fed  didn't  really 
mean  business.  Stock  prices  then  re- 
covered for  some  six  weeks,  only  to 
go  into  another  sinking  spell  when  the 
Fed  went  to  unprecedented  lengths  to 
explain  that  it  did  indeed  mean  to  dis- 
inflate.  But  in  waving  its  stick,  the 
Fed  also  emphasized  that  it  was  pur- 
suing a  policy  of  gradualism  designed 
to  avoid  a  recession  and  thus,  by  im- 
plication, all  or  most  of  the  unpalatable 
economic  and  social  symptoms  nor- 
mally associated  with  a  determined 
anti-inflation  effort.  The  apparent 
promise  of  gentleness  encouraged  in- 
vestors to  turn  their  attention  toward 
what  many  thought  was  a  strengthen- 
ing of  peace  prospects,  so  the  Febru- 
ary reaction  lasted  barely  more  than  a 
week  and  then  yielded  to  a  lengthy 
recovery  that  culminated  on  May  14 
with  President  Nixon's  eight-point 
de-escalation  proposal. 

Getting   Tough 

By  that  time  the  monetary  statistics 
seemed  to  suggest  that  the  Federal 
Reserve  had  tacitly  abandoned  its  pol- 
icy of  gradualism  in  favor  of  energetic 
restraint  as  presumably  the  only  way 
of  making  businessmen  and  investors 
drop  the  inflationary  anticipations  that 
appeared   to  keep   prices   rising   and 
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business  booming.  Interest  rates  were 
climbing  steeply,  the  banking  figures 
showed  a  severely  decelerating  rate  of 
money  growth,  and  stock  prices  went 
into  a  tailspin  that  was  to  last  some 
2V2  months.  Forgotten  were  all  hopes 
of  progress  toward  peace  (even 
though  there  was  an  increasingly  ob- 
vious lull  in  the  fighting)  and  all  eyes 
focused  on  the  risk  of  recession  and 
lower  earnings  in  the  wake  of  the 
credit  crunch. 

But  how  tight  has  money  really 
been?  To  be  sure,  credit  became  in- 
ordinately expensive;  however,  most 
credit  demands  were  met,  and  the 
slowdown  in  bank  lending  since  June 
may  be  due  more  to  subsiding  loan 
requirements  than  to  a  lack  of  lend- 
able  funds.  What's  more,  the  official 
statistics  were  revised  a  few  weeks 
ago  and  now  yield  preliminary  indica- 
tions that  the  money  supply  (demand 
deposits  and  currency)  grew  at  annual 
rates  exceeding  4%  during  most  of 
1969,  instead  of  around  3%  as  the  old 
data  had  shown.  While  money  growth 
of  better  than  4%  is  far  from  generous 
by  recent  standards,  it's  probably  not 
so  restrictive  as  to  warrant  the  dire 
recession  forecasts  that  were  prompted 
by  the  now  obsolete  statistics  and 
were  no  doubt  responsible  for  much 
of  the  Dow's  break  from  900  to  800. 
Nor,  probably,  was  it  low  enough  to 
account  for  this  break  as  a  technical 
factor  that  syphoned  massive  quanti- 
ties of  investors'  cash  out  of  the  stock 
market  (it  didn't:  net  selling  on  the 
major  exchanges  by  round-lot  cus- 
tomers of  brokerage  firms  so  far  this 
year  has  been  almost  negligible, 
whereas  it  was  massive  and  persistent 
during  most  of  the  1966  credit  crisis). 

On  the  other  hand,  is  money  growth 
at  4%-plus  still  so  high  that  the  Fed 
must  now  be  expected  to  intensify  the 
money  squeeze  or  at  least  to  maintain 
the  current  degree  of  restraint  much 
longer  than  might  otherwise  have 
been  anticipated?  Or  should  we  look  to 
some  of  the  other  (unrevised)  bank- 
ing statistics,  which  seem  to  indicate 
that  money  has  indeed  been  as  tight 
as  had  been  thought  earlier?  Similar- 
ly, will  the  Fed  feel  compelled  to  get 
tougher  still  because  prospects  for 
slower  growth  in  total  gross  national 
product  much  before  die  year  end 
seem  slight,  or  will  the  Fed  be  guided 


instead  by  the  statistical  fact  that 
"real"  GNP  growth  (excluding  price 
increases)  has  been  slowing  down  for 
the  past  several  quarters  and  may  be 
at  or  under  2%  annually  within  three 
months  (which  would  be  in  keeping 
with  the  "script"  outlined  by  Fed 
Governor  George  W.  Mitchell  early 
this  year — Forres,  Feb.  15)? 

I  doubt  if  anyone  knows  die  an- 
s.wers  at  this  point,  but  if  you'll  settle 
for  a  guess,  mine  is  that  short-term 
interest  rates  could  not  go  beyond  this 
summer's  peaks  without  raising  a  po- 
litical storm  and  that  therefore  the 
credit  squeeze  will  probably  not  be 
tightened  appreciably,  if  at  all.  This 
would  probably  be  a  sort  of  left- 
handed  plus  for  the  stock  market, 
which  so  far  has  borne  the  brunt  (and 
then  some)  of  Washington's  anti-infla- 
tion campaign. 

Conflicting  Evidence 

The  strictly  technical  evidence  that 
has  accumulated  so  far  this  year  is 
scarcely  less  conflicting  or  more  con- 
clusive than  the  fundamental  data. 
The  major  stock  price  indices  have 
come  down  as  much  as  20%  from  their 
1968  highs  in  three  fairly  well-defined 
steps  over  a  period  of  about  eight 
months,  thus  tracing  out  the  minimum 
pattern,  extent,  and  duration  we  have 
come  to  expect  of  post-World  War  II 
bear  markets.  But  the  Dow  Jones 
industrials  have  not  been  able  to  post 
new  all-time  highs  in  more  than  three 
years  and  have  retraced  more  than 
75%  of  their  1966-68  bull  market, 
which  could  suggest  to  Dow  fans  that 
we  are  now  in  a  bear  market  with  a 
good  deal  of  time  and  distance  still 
to  go. 

On  the  other  hand,  the  much 
broader  based  Standard  &  Poor's  in- 
dustrials succeeded  in  posting  record 
highs  last  year,  have  given  up  not 
much  more  than  half  their  1966-68 
gain,  and  have  so  far  held  above  the 
March  1968  low  (which  the  Dow  vi- 
olated in  July).  On  the  basis  of  this 
performance,  acute  pessimism  would 
not  now  seem  to  be  called  for.  Most 
significant,  perhaps,  is  that  unweight- 
ed price  indices  point  to  an  average 
loss  of  approximately  30%  for  NYSE- 
listed  common  stocks  at  the  July  29 
low,  which  probably  far  over-dis- 
counted any  drop  in  corporate  earn- 
ings that  could  realistically  be  ex- 
pected for  the  next  several  quarters. 
This  should  mean  that  last  month's 
intermediate-trend  recovery  has  car- 
ried the  over-all  price  movement  into 
a  trading  range  where,  during  the 
months  to  come,  the  base  for  a  new 
major  uptrend  will  unfold.  If  all  goes 
well,  I  would  expect  this  range  to  span 
the  Dow  800  to  860  or  880  zone;  if 
not,  then  roughly  Dow  750  to  850.  m 
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When  was  the  last 

time  you  bought 

a  suit  of  clothes 

over  the 

phone? 


Probably  never  .  .  .  but  how  many 
times  have  you  bought  a  stock  with- 
out really  "seeing"  it? 

Usually  when  a  man  buys  a 
suit  he  likes  to  "see"  what  he  is  get- 
ting and  how  it  fits. 

Yet  many  investors  buy  or 
sell  or  continue  to  hold  stocks  with- 
out bothering  to  get  an  objective  ap- 
praisal of  their  value.  They  allow 
themselves  to  go  it  "blind",  because 
like  many  successful  men  they  think 
they  haven't  the  time  to  check  up  on 
or  evaluate  stocks  all  year  'round. 

Value  Line  is  an  investment 
advisory  service  that  makes  check- 
ing current  value  relatively  easy  and 
quick.  We  are  not  saying  that  Value 
Line  can  make  you  rich  in  a  hurry. 
But  we  can  help  you  to  lessen  risk  by 
providing  systematic,  objective  eval- 
uations of  1400  widely-held  common 
stocks  the  year  round.  We  can  in- 
crease your  probability  of  making 
profits.  We  can  help  you  to  "see"  on 
one  page— and  rather  quickly— a  bal- 
anced picture  of  each  of  the  1400 
stocks  covered  in  The  Value  Line  In- 
vestment Survey.  We  show  you  the 
evidence.  We  give  you  the  relative 
evaluation— unequivocally. 
Each  week,  Value  Line— alone  among 
investment  advisory  services— rates 
each  of  1400  common  stocks,  rela- 
tive to  the  others,  into  one  of  five 
groups  on  four  counts: 

I.The  stock's  probable  market 
performance  in  the  next  12 
months 

2.  Its  appreciation  potential  3  to 
5  years  hence 

3.  Its  income  (yield)  in  the  next  12' 
months 

4.  Its  quality  (i.e.,  its  dependability 
over  the  very  long  term— beyond 
5  years) 


Each  stock  is  rated  from  I  (Highest) 
to  V  (Lowest)  for  12-month  perform- 
ance. 3-5  year  potential  and  yield. 
Each  stock  is  graded  from  A-  to  C— 
for  quality.  The  1400  stocks  include 
nearly  all  of  the  common  stocks 
traded  on  the  New  York  Stock  Ex- 
change plus  about  300  on  the  Amer- 
ican Exchange  and  the  Over-the- 
Counter  markets. 

Value  Line  also  provides  you 
with  a  unique  method  to  determine 
if  a  particular  stock  suits  you ...  if  it  is 
tailored  to  your  investment  needs. 
The  way  in  which  Value  Line  enables 
you  to  determine  objectively  how 
suitable  a  particular  stock  is  for  you 
in  terms  of  your  personal  investment 
goals  is  by  assigning  an  index  num- 
ber to  each  of  the  four  weekly  rat- 
ings. By  weighting  1he  four  index 
numbers  to  accord  with  your  own 
goals,  you  can  gauge  how  suitable 
any  one  of  "the  1400  stocks  is  for  you 
now. 

In  addition  to  the  weekly 
ratings  on  1400  stocks  covering  66 
industries.   Value  Line  publishes  a 


full-page  research  report  on  each 
stock  every  three  months— at  the  rate 
of  about  100  or  more  a  week.  Each 
report  includes  a  series  of  19  differ- 
ent columns  of  vital  information  for 
each  of  the  company's  last  15  years 
—  if  available.  Also  a  chart  of  the 
stock's  monthly  price  range  since 
1952,  a  concise  500-word  analysis 
of  the  company's  business  and  the 
latest  developments  and  other  valu- 
able information.  Supplementary  re- 
ports are  issued  between  quarterly 
reports  if  evidence  requires. 

If  you  want  to  "see"  what 
you  are  buying,  selling  or  holding 
among  the  1400  stocks  covered  by 
Value  Line,  just  fill  in  the  coupon 
below.  If,  for  any  reason,  Value  Line 
should  fail  to  meetyourexpectations, 
return  the  material  within  30  days 
and  your  money  will  be  refunded  in 
full  and  at  once.  You  may  receive 
Value  Line  for  the  term  you  check- 
one  year  for  $167,  three  months  for 
$44,  or  four  weeks  for  $5.  Each 
weekly  edition  consists  of  full-page 
reports  on  about  100  or  more  stocks 
and  analyses  of  their  industry  groups 
.  .  .  plus  the  24-page  Weekly  Sum- 
mary of  Advices  &  Index  containing 
the  up-to-date  ratings  on  all  1400 
stocks  .  .  .  plus  the  8-page  Selection 
&  Opinion  editorial  section  .  .  .  plus 
the  monthly  Special  Report  on  "in- 
sider" transactions  and  the  quarterly 
Special  Report  on  mutual  fund  trans- 
actions issued  during  the  term  of 
your  subscription. 

BONUS.  With  the  annual  or  three- 
month  subscription,  Value  Line 
will  ship  to  you  immediately  the  2- 
volume  Investors  Reference  Library, 
which  will  give  you  the  latest  full- 
page  reports  on  all  1400  stocks  pub- 
lished prior  to  your  subscription. 


In  fairness  to  regular  subscribers,  who  pay 
S167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  S5  introduc- 
tory subscription  available  to  those  who 
have  already  had  such  a  4-week  subscrip- 
tion within  the  past  6  months. 


□  FOUR-WEEK  TRIAL-S5 
(4  EDITIONS) 
Send  me  a  4-week  introduc- 
tory, subscription  to  the  full 
service  for  $5.  |  enclose 
payment. 


ONEYEAR-S167 
(52  EDITIONS) 


jD 

□  3-MONTH  TRIAL-S44 
(13  EDITIONS) 
.  Send  me  the  complete  service 
|  for  the  term  checked  plus— 
I  as  a  bonus— the  2-volume 
I  Investors  Reference  Library 
l  consisting  of  Value  Line  sec- 
'  tions  published  during  the  13 
I  weeks  preceding  start  of  this 
|    subscription. 

.     □  Payment  enclosed 
□  Bill  me 


If  dissatisfied  for  any  reason.  I  have  up  to  30  days  to  return 
the  material  for  a  full  refund  under  your  money-back  guarantee. 


Signature 


Name  (please  print) 


.AA16-42 


Address 


City 


State 


Zip 


(Subscription  fees  are  deductible  for  income  tax  pur- 
poses. N.Y.C.  residents,  please  add  6%  sales  tax:  other 
NY.  State  residents,  add  applicable  sales  tax.) 

(No  assignment  of  this  agreement  will  be  made  without 
subscriber's  consent.) 

The  Value  Line  Investment  Survey 
Published  by  Arnold  Bernhard  &  Co..  Inc. 
5  East  44th  Street  •  New  York,  NY.  10017 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


A  Plus  For  1970 


It's  easy  for  me  to  say  that  the  se- 
curity buyer  is  living  in  a  changing 
investment  environment.  This  is  as 
obvious  as  the  fact  that  the  extent  of 
the  change  has  not  yet  been  clearly 
marked  out.  Further,  market  policy  is 
dependent  on  a  wide  number  of  con- 
siderations, such  as  the  extent  to  which 
the  known  uncertainties  are  recog- 
nized. And  the  problem  is  compli- 
cated by  the  fact  that  the  stock 
market  is  the  aggregate  of  many  spe- 
cific issue  areas. 

It  seems  to  me  that  the  Great  De- 
bate as  to  whether  the  widely  adver- 
tised business  slowdown  will  resemble 
the  minirecession  of  1966-67  rather 
than  the  inventory  recession  of  1957- 
58,  whether  it  will  be  followed  by  a 
renewed  upturn  in  1970-71,  as  I  ex- 
pect, overlooks  two  significant  points: 
1 )  An  unsustainable  boom  has  already 
decelerated.  2)  Even  so,  1970  is  like- 
ly to  witness  another  new  peak  in  con- 
sumer disposable  income  after  taxes. 
The  supporting  evidence  is  the  fact 
that  consumer  income  has  increased 
in  every  year  since  World  War  II. 

True,  it  can  be  argued  that  con- 
sumer spending  has  lost  its  previous 
effervescence  in  recent  months,  that 
the  savings  rate  is  low  and  consumer 
debt  service  requirements  are  high. 
But  all  the  evidence  indicates  that 
consumer  disposable  income,  which 
this  year  will  be  about  $627  billion 
as  against  $350  billion  in  1960,  will 
reach  a  new  record  in  1970.  Not  only 
will  the  surtax  be  halved  next  year  but 
millions  of  taxpayers  presumably  will 
enjoy  increased  tax  deductions.  Sec- 
ondly the  continuing  scarcity  of 
skilled  labor  means  that  employment 
will  hold  up  better  than  production. 

All  of  which  points  up  the  fact  that 
there  is  a  close  correlation  between 
changes  in  retail  sales  and  variations 
in  consumer  disposable  income.  While 
retail  trade  as  a  whole  has  shown  only 
small  gains  in  recent  months,  the  ag- 
gregate figures  obscure  the  sharp  sales 
increases  being  reported  by  many 
mass  merchandisers.  I'm  impressed  by 
the  long-term  outlook  for  F.  W.  Wool- 
worth.  With  merchandise  lines  being 
upgraded  and  broadened,  old  unprof- 
itable stores  being  replaced  with  high- 
volume  units  in  new  traffic  locations, 

Mr.  Lurie  is  a  partner  in  the  New  York  Slock 
Exchange  firm  of  Josephthal   &  Co. 


the  variety-store  division  is  an  im- 
proving source  of  profits.  Not  only  is 
a  major  expansion  program  under  way 
in  the  Woolco  Department  Store  di- 
vision, but  I  visualize  earnings  of  75 
cents  to  $1  per  share  from  this  opera- 
tion in  a  few  years.  While  devaluation 
of  the  pound  would  lower  my  esti- 
mated 1969  profit  of  $2.55  per  share 
( the  company's  British  subsidiary  con- 
tributed over  one-third  of  last  year's 
$2.29  per-share  profit),  this  is  not  a 
certainty.  And  the  quality  of  Wool- 
worth's  basic  earning  power  is  im- 
proving via  an  expanding  domestic 
profits  base. 

Some  Special  Pluses 

I  can  also  see  reason  for  a  long- 
term  interest  in  a  major  men's  and 
women's  apparel  producer  like  War- 
naco.  Apparel  stock  multiples  are 
much  lower  than  was  the  case  a  year 
ago  this  time,  and  I  see  some  special 
pluses  in  Wamaco,  a  company  struc- 
tured on  top  brand  names  ranging 
from  intimate  apparel  to  Hathaway 
shirts.  One  is  the  fact  that  over  half 
of  the  company's  product  mix  is  rep- 
resented by  leisure  wear  (Puritan 
sportswear  for  men,  White  Stag  ski 
wear  for  all).  Another  is  the  fact  that 
the  six-month-old  excess  inventory 
problem  in  a  few  divisions  now  ap- 
pears to  have  been  largely  cured,  and 
fall  orders  are  ahead  of  a  year  ago  in 
almost  all  divisions.  I  believe  1969 
earnings  should  reach  a  new  peak  of 
$2.65  per  share — and  1970  could  be 
an  even  better  year. 

Williams  Brothers,  which  I  com- 
mented on  favorably  in  an  earlier 
column,  has  recorded  an  excellent 
relative  market  performance  since 
then.  Recently,  the  company  an- 
nounced a  proposal  to  merge  with  a 
processor  and  distributor  of  steel  on 
the  East  Coast.  Bearing  in  mind  that 
Williams  Brothers  should  have  the 
benefit  of  this  company's  pretax  earn- 
ings because  of  a  domestic  taxloss 
carry  forward,  the  acquisition  would 
have  added  some  40  cents  to  50  cents 
per  share  to  1968  results  of  $2.38  per 
share.  From  all  indications,  the  pipe- 
line construction  involved  in  connec- 
tion with  the  North  Slope  area  will 
come  to  over  $1  billion.  Some  $350 
million  to  $500  million  will  go  to 
pipeline  contractors  such  as  Williams 


Brothers.  I  believe  that  Williams 
Brothers  has  a  better-than-average 
chance  to  get  a  good  share  of  the 
business  in  that  the  company  has 
more  expertise  in  Alaska  than  any 
other  builder.  The  question  of  how 
much  this  could  mean  to  1970  earn- 
ings is  a  matter  of  speculation,  but  it 
should  be  significant.  I  think  this 
year's  potential  is  in  the  area  of  $2.75 
per  share  vs.  $2.38  in  1968  and  $2.23 
in  1967.  Next  year  could  be  in  the 
$3.25-to~$3.50  per  share  area — if 
things  "break"  as  I  hope. 

In  my  opinion,  the  fear  of  overkill, 
may  be  less  important  to  the  com- 
ing stock-price  trend  than  is  popu- 
larly believed.  The  market's  tra- 
ditional function  is  to  discount  the 
future,  which  means  there  is  no  pre- 
cise correlation  between  the  business 
cycle,  corporate  earnings  and  stock 
prices.  The  following  statistics  of  earn- 
ings and  stock  price  trends  in  the  two 
most  recent  recessions  point  up  the 
lag  as  well  as  the  importance  of 
psychology  in  the  marketplace. 


1957 

Pre-Tn 

Profits* 

(Ml) 

Dow  Ind. 
Averagtf 

1st  Quarter 
2nd  Quarter 
3rd  Quarter 
4th  Quarter 

$50.1 
48.1 
47.2 
43.0 

475 
503 
456* 
436 

1958 

1st  Quarter 
2nd  Quarter 
3rd  Quarter 
4th  Quarter 

36.6 
37.5 
42.3 
48.5 

447 
478 
532 
584 

I960 
1st  Quarter 
2nd  Quarter 
3rd  Quarter 
4th  Quarter 

53.9 
51.8 
47.5 
45.7 

611 
641 
580b 
616 

1961 

1st  Quarter  45.0  677 

2nd  Quarter  48.8  684 

3rd  Quarter  51.4  701 

4th  Quarter  55.7  731 

'Seasonally  adjusted  annual   rate  in  billions. 

t At   close   of  each   quarter. 

bDouble    bottom    around    565    in    September    and 

October. 

(Actual    bottom   around   416   in   October. 

Market  history  indicates  that  "bot- 
toming out"  periods  usually  last  for 
months  rather  than  just  days.  And  it 
would  be  unrealistic  to  expect  past 
speculative  excesses  to  be  quickly  re- 
peated again.  Moreover,  a  number  of 
serious  problems  remain  to  be  solved. 
For  example,  there  is  little  question 
that  the  international  currency  dilem- 
ma will  not  be  completely  resolved 
until  the  West  German  elections  and 
International  Monetary  Fund  meeting 
take  place.  Meanwhile,  however,  the 
fact  that  the  price  of  gold  is  lower 
than  when  the  franc  was  devalued 
suggests  that  the  French  situation  may 
yet  prove  to  be  only  a  localized  affair. 
Thus,  an  area  has  been  reached  where 
the  market  will  be  more  subject  to 
specific  domestic  developments  than 
to  fear  of  a  point  of  no  return,  a 
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Give  your  stockbroker  a  break. 


After  all,  he  is  a  busy  man. 

He  spends  his  day  buying  and  selling  stocks. 
Mutuals.  Bonds.  Convertible  debentures.  And 
commodities. 

And  in  all  areas  he's  expected  to  be  an 
expert.  But  you  only  become  an  expert  in 
what  you  do  best.  And  in  your  broker's  case 
it's  stocks.  In  our  case  it's  commodities. 

We  keep  busy  trading  in  commodities.  And 
we're  experts.  In  fact,  we're  the  country's 
largest  commodity  specialists. 

So  if  you're  interested  in  commodity  trad- 
ing, don't  bother  your  broker.  He's  busy 
enough  doing  what  he  does  best. 

Bother  us. 


We'll  do  what  we  do  best,  and  it'll  turn  out 
better  for  all  of  us. 


Please  send  me 

□  "Trading  Techniques  for  the  Commodity  Speculator" 

□  Your  Weekly  Commodity  Letter  —  4  Weeks  Free 


Name. 


Address. 
City 


-State. 


Jip- 


Phone:  Bus.- 


-Home. 


I  □  have      □  have  not  Traded  Commodities. 


The  Siegel  Trading  Co.  Inc. 

100  N.  LaSalle  St.  •  Chicago,  Illinois  60602  •  (312)  236-6789 


OFFICES  IN  THESE  MAJOR  CITIES:  New  York,  New  York         •         Los  Angeles,  California         •         Detroit,  Michigan 
Dallas,  Texas      •      Lubbock,  Texas      •      Ft.  Lauderdale,  Florida      •      Baltimore,  Maryland      •       Kansas  City,  Missouri 
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Pittsburgh,  Pennsylvania 
Coeur  d'  Alene,  Idaho 
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aetata     Investments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (KeoghAct) 

Mail  Today  For  Free  Prospectus 

The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave.,  NYC.  10017    Dept.  C 

Phone:(212)679-2700 

NAME 


ADDRESS. 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
of  10.5%  net   and  higher. 

mexletter 

INVESTMENT  COUNSEL- HAMBURG0  165 
MEXICO  6,  D.F.   TEL.  11-43-06 


MARKET  TIMING  and 
STOCK  SELECTION 

by   POINT   and    FIGURE   technique 

This  method  of  market  analysis  builds 
your  independent  judgment  in  helping  to 
select  the  right  stocks  at  the  right  time. 
Widely  used  by  professional  traders  and 
investors   in   their   market   operations. 

FREE  ON   REQUEST 

Literature  on  Figure  Charts  of  Stocks  and 
Commodities  ...  a  daily  or  weekly  price 
change  service  .  .  .  and  instruction  mate- 
rial. All  will  be  sent  free  on  request.  Just 
write  for  Portfolio  F-110. 

MORGAN,  ROGERS  &  ROBERTS,  Inc. 
ISO  Broadway  •  New  York  38,  N.Y. 


THE  FUNDS 


The  Oracle  of  Delphi 

George  A.  Chesnutt  Jr.,  the  elec- 
tronic-age chartist  who  runs  American 
Investors  Fund,  is  one  of  the  few 
cocky  people  left  among  Wall  Street's 
performance  breed.  "Very  few  other 
technical  analysts  understand  the 
market,"  he  says.  Chesnutt  believes, 
frankly,  that  he,  with  the  help  of  his 
computer  to  watch  price  patterns,  can 
beat  the  market  more  consistently 
than  anyone. 

To  a  degree,  Chesnutt's  record 
backs  up  his  brash  claims.  American 
Investors'  assets  per  share,  including 
capital-gains  distributions,  nearly 
tripled  in  the  five  years  through  1968. 
American  Investors  has  become  the 
second-largest  no-load  fund  ($321 
million  in  assets  vs.  T.  Rowe  Price 
Growth  Fund's  $526  million). 

But  like  the  Oracle  of  Delphi, 
which  gave  answers  with  double 
meanings,  Chesnutt's  computer  has  its 
limitations  too.  In  the  go-go  year  of 
1968  his  assets  per  share  increased  a 
modest  10%.  His  excuse:  "The  guys 
who  beat  us  had  whole  portfolios  of 
$4  Curb  stocks.  We  didn't  have 
enough  of  those  on  the  computer." 

In  this  year's  falling  market,  Ches- 
nutt's computer  hasn't  prevented  his 
fund  from  declining  far  more  than  the 
averages,  15.5%  since  last  December  vs. 
11.5%  for  the  DJI.  In  the  most  recent 
Forbes  Annual  Performance  Ratings 
(Aug.  15)  in  contrast  to  his  A-f  in  up 
markets,  Chesnutt  had  a  lowly  D  in 
down  markets. 

One  Hundred  Percent  Cash 

But  Chesnutt  doesn't  blame  his 
electronic  oracle  for  his  D  rating.  He 
could  beat  the  market  on  the  down- 
side, he  claims.  When  his  charts  tell 
him  the  roof  is  caving  in,  he  could 
sell  everything,  sit  on  his  cash  until 
the  market  hit  the  bottom  and  then 
start  to  buy  again. 

"In  the  process  of  selling  out,  I 
would  probably  depress  the  price  of 
the  fund  by  10%,"  says  Chesnutt.  "I'd 
probably  bid  the  same  stocks  up  a  bit 
getting  back  in.  But  if  the  market 
dropped  25%  and  I  handled  it  right, 
I'd  be  way  out  in  front." 

The  trouble  is,  Chesnutt  has  never 
followed  his  own  advice.  Why  not? 
He  blames  the  Securities  &  Exchange 
Commission.  With  high  emotion,  he 
explains:  "The  SEC  raises  particular 
hell  about  portfolio  turnover  [and  his 
own  is  80%].  Let's  say  the  one  time  in 
four  that  I  tried  to  turn  over  the  whole 
fund  I  was  wrong:  I  sold  out,  de- 
pressed   the   price   of   the   fund    that 


Greater 

future  income 

can  be  the  goal 

of  a  $5,000  portfolio 

placed  under 

management  now 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000— on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record,"  and  how 
it  may  help  you  now,  simply  write  Dept.H-74. 

the  Danforth  Associates 

WELLESLEY  HILLS,  MASS..U.S.A.  oai8i 
Investment  Management    •    Incorporated  1936 
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1  WARRANTS 

move  faster  and  further  thin  any  other  type  of 
security— both  up  and  down.  Thus,  In  previous 

=     years,  General  Tire  &  Rubber  Warrants  moved 

I  from  4'/i  to  206  and  United  Air  Lines  Warrants  § 
from  4V«  to  126  amid  a  host  of  similar  ax-  = 
amples,  while  a  Martin-Marietta  Warrant  skid-  | 
ded  from  46%   to  14%  with  plenty  of  down- 

i  side  company.  Since  the  outstanding  leverage  of 
Warrants  is  Indisputable,  and  since  the  number 
of  actively-trading  Warrants  is  growing  rapidly — 
170  currently  that  you  should  know  about — with 
more  top-flight  companies  Issuing  Warrants; 
»MK,  Gulf  &  Western,  Llng-Temco,  Loew's  etc. 
— you  should  know  what  Warrants  ere,  which 
Warrants  trade  in  today's  market,  and  the  basic 
rules  for  recognizing  opportunities  In  Warrants 

I     (and  dangers)  when  they  occur. 
|     The  R.H.M.  Warrant  &  Stock  Survey  +  Stocks 

g     Under  10,  is  one  of  the  largest  and  most  re- 
i     spected    investment  services  covering  the  War- 
rant field,  with  more  than  two  decades  of  ser-     | 
vice  to  investors  under  the  editorship  of  Sidney 
Fried,  a  name  associated  with  the  Warrants  field 

g  in  every  financial  center  of  the  western  world. 
Let  us  tell  you  how  our  service  approaches  devel- 
!  oping  opportunities  in  Warrants,  in  the  general 
stock  market,  and  in  "Stocks  Under  10".  There 
is  no  obligation,  and  there  is  no  cost  for  this 
valuable  information,  yet  it  could  mean  a  great 
deal  to  you  in  the  active  markets  ahead.  For 
your  free  copy,  send  today  to  Warrants,  Dept. 
r  ill.  R.H.M.  Associates,  220  Fifth  Avenue, 
New  York,  NY..  10001. 
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HOW  TO  WRITE 
PUTS  AND  CALLS 

Guide  to  a  Sound   Investment  Practice 

by  LYLE  T.  ALVERSON 

$6.00 

EXPOSITION   PRESS,  JERICHO,   N.Y.  11753 

Order  from   publisher  or  from    Brentano's, 
Doubleday  or  other  stores. 
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and  the  market  went  up  and  I 
had  to  reach  back  up  and  buy  the 
whole  thing  back  at  a  higher  price. 
Now  the  SEC  rolls  this  big  cannon  in 
and  points  it  at  my  belly.  I  can't 
guarantee  that  they  would  put  me  out 
of  business,  but  they  certainly  would 
make  it  rough." 

The  SEC,  contrary  to  what  Ches- 
nutt  says,  does  not  object  to  a 
fund  converting  all  its  assets  into 
cash,  especially  if  its  prospectus 
clearly  states  that  this  is  a  possibility 
from  time  to  time.  The  big  risk  would 
be  from  massive  redemptions  by 
shareholders  if  the  fund  went  into 
cash  and  was  wrong.  The  gamble  is 
too  big  for  Chesnutt  or  any  other 
manager  of  a  sizable  fund  to  risk. 
That  leaves  Chesnutt  unable  to  fol- 
low his  convictions  in  a  down  mar- 
ket with  the  same  zest  he  uses  in  an 
up  market.  It  puts  him  in  the  same 
class  with  most  other  performance 
fund  managers,  whether  technicians 
or  fundamentalists — he  is  simply  a 
much  better  bull  than  he  is  a  bear. 

For  the  record:  What  does  his  elec- 
tronic oracle  say  about  this  market? 
That  the  bottom  was  reached  last 
July  30. 

Dead  Issue? 

\Vh\tever  happened  to  Manny  Co- 
hen's tough  mutual  fund  bill?  The  leg- 
islation that  the  former  Securities  & 
Exchange  Commission  chairman 
persuaded  Congress  to  introduce 
last  year  amidst  anguished  cries 
and  frantic  lobbying  from  the  mutual 
fund  industry?  The  bill  that  was  to 
cut  mutual  fund  commissions,  elim- 
inate front-end  load  funds  and  put 
booming  oil  and  gas  participation 
funds  under  the  Investment  Company 
Vet  of  1940  {see  page  27). 

The  bill  passed  the  Senate,  in  slight- 
ly diluted  form,  without  much  trouble. 
But  it  stuck  in  the  House  Interstate 
and  Foreign  Commerce  Committee, 
where  it  was  quietly  killed.  A  second, 
milder  bill  passed  by  the  Senate  this 
year  has  been  awaiting  consideration 
by  the  same  committee  since  May  26. 

Will  the  bills  ever  get  out?  Forbes 
sent  a  reporter  to  find  out.  First  stop: 
The  Washington  office  of  Representa- 
tive W'.S  '  Bill")  Stuckey,  a  Georgia 
Democrat  who  is  a  key  member  of 
the  opposition  on  the  bottlenecking 
committee. 

Rep.  Stuckey,  a  folksy  man,  made  it 
very  clear  that  the  bill  would  get  out 
over  his  dead  body.  He  just  wouldn't 
buy  the  provision  that  would  have  lim- 
ited mutual  sales  loads,  or  commissions, 
from  around  9?  to  about  5%.  "To  me 
this  was  utterly  ridiculous,"  he  says. 
"I  think  it  would  put  about  54%  of  the 
funds  out  of  business.  Could  you  make 


Two  New  Mutual  Funds 


UNCOIN  NATIONAL 


CAPITAL 


FUND   ) 


A  mutual  fund  with  primary 
emphjsis  upon  capital 

appreciation  possibilities. 


An  Investment  Service  of: 


£ 


tonal 


CORPORATION 


UNCOIN  NATIONAL 

BALANCED 
FUND 


A  mutual  fund  placing  primary 
emphasis  on  conservation 
of  principal  and  reasonable 
income. 


SEND  FOR  PROSPECTUSES 


Dept. 

LNC  Equity  Sales  Corporation 

F,    1301  South  Harrison  Street,  Fort  Wayne,  Indi 

ana  46802 

Please  send  me  a  prospectus  for: 

J  Lincoln 

National  Capital  Fund. 

J  Lincoln  National  Balanced  Fund. 

Name 
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1        City 
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J.  ROW E  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center,  Dept.B 
Baltimore,  Md.  21201 


UTAH 

POWER 
&  LIGHT 

Serving 
homes, 
farms, 
industry  in 
4  states 

C3[  ] 
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1  UTAH    COLO. 

WHEELS 

The  1969  Simmons  Study 
shows  that  61.5%  of  FORBES' 
readers  own  two  or  more  cars. 

Among  all  57  publications 
measured  in  this  study, 
FORBES  has  the  top  concen- 
tration of  these  multi-car 
households. 

FORBES  readers  don't  just  own 
American  business. 

They  run  it. 

Forbes:  capitalist  tool 


a  living  on  5%?  What  does  a  realtor 
make  on  commission?  or  a  travel 
agent?  or  an  insurance  salesman?. 
You're  talking  about  15%  or  better.  I 
want  somebody  to  come  out  and  tell 
me  why  .  .  .  why  all  of.  a  sudden  we're 
picking  on  the  mutual  funds.  There 
was  no  public  outcry." 

Nor  did  the  second  Senate-passed 
bill  please  Rep.  Stuckey.  In  this  year's 
bill  the  National  Association  of  Se- 
curity Dealers  instead  of  the  SEC  is 
given  the  authority  to  determine  the 
maximum  sales  load.  "Well,  that's 
fine,"  says  Stuckey  sarcastically.  "Ex- 
cept that  the  SEC  has  got  oversight 
within  six  months  after  the  NASD  de- 
cides. So  it  doesn't  matter  what  the 
NASD  decides."  To  the  Congressman 
from  the  Okefenokee  Swamp  this  is 
downright  socialistic.  "It's  like  the 
TVA,"  he  says.  "You're  setting  up 
the  Securities  &  Exchange  Commission 
as  a  rate-making  body,  substituting 
government  authority  for  the  judg- 
ment of  the  shareholders." 

Last  year,  the  subcommittee  on 
which  Congressman  Stuckey  serves 
voted  not  to  consider  the  Senate  bill. 
Why?  Because,  as  he  explains  it,  any 
amendments  they  might  have  put  into 
it  would  have  been  removed  by  the 
House-Senate  Conference  Commit- 
tee: "Look,  everyone  on  the  sub- 
committee knows  that  the  people  in 
favor  of  the  Senate  bill  are  on  the 
House  Conference  Committee." 

The  Reason   Why 

Congressman  Stuckey  has  his  own 
mutual  fund  bill.  It  is  considerably 
more  lenient  on  the  mutual  fund  in- 
dustry. But  its  chances  of  becoming 
law  are  quite  slim.  Says  he:  "I  think 
the  people  who  are  in  favor  of  the 
Senate  bill  would  pass  my  bill  tomor- 
row— purely  to  get  it  to  conference 
and  then  we'd  get  our  heads  chopped 
off!  All  things  considered,  I  would 
have  to  say  we  probably  won't  see 
any  legislation  this  year." 

One  reason,  according  to  Stuckey, 
was  the  conflict-of-interests  contro- 
versy surrounding  the  job  offer  ex- 
tended by  Investors  Diversified  Ser- 
vice, an  investment  company  that 
manages  five  mutual  funds,  to  SEC 
Chairman  Hamer  Budge.  "That  just 
shot  it  to  hell!"  Stuckey  confides.  "We 
were  real,  real  close  to  some  good 
mutual  fund  legislation  in  the  sense, 
I  guess,  of  compromise  until  the  good 
Judge  Budge  got  into  this  mess.  The 
SEC  could  have  gone  to  the  House 
and  Senate  committees  and  said: 
'Here  is  an  SEC-industry  bill.  We've 
ironed  out  our  differences.'  Now 
some  people  will  say  'Well,  sure. 
The  industry  gave  you  a  job  and  you 
worked  it  out  like  they  wanted.'  " 

Our  reporter  moved  on  to  the  new 


Southern  California 
Edison  Company 

DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

ORIGINAL  PREFERRED  STOCK 
Dividend  No.  241 
35  cents  per  share; 

CUMULATIVE  PREFERRED  STOCK, 
4.32%  SERIES 
Dividend  No.  90 
27  cents  per  share. 

The  above  dividends  are 
payable  September  30, 1969 
to  shareholders  of  record 
September  5.  Checks  will  be 
mailed  from  the  Company's 
office  in  Los  Angeles,  Sep- 
tember 29,  1969. 

PRENTISC.  HALE, Treasurer 

August  21,  1969 


Growth 
industry  ^ 
Shares, 
inc. 


Since  1946 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen  . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  for  copy  of  prospectus. 


Growth  lndustryShares,lnc.,Rooml018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


City 
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Senate  office  building  to  chat  with  a 
key  Senate  Banking  Committee  aide. 
How  did  the  picture  look  from  there? 
The  aide  smiled  an  embarrassed 
smile.  He  was  slightly  more  optimistic 
than  Rep.  Stuckey,  but  just  slightly. 

"We  hope  we'll  have  legislation  this 
year,"  he  said.  '"Everyone  has  said  we 
would.  The  problem  is  how  watered 
down  it  will  be.  Some  say  the  SEC 
has  agreed  to  water  down  the  front- 
end-load  provisions  and  the  oil-  and 
gas-participation  fund  provisions.  Mr. 
Budge  certainly  seems  more  ready  to 
compromise.  If  the  House  passes  a 
weaker  bill,   there  will  have  to  be  a 


Another  stumbling 
the    performance- 


conference  on  it. 
block,    he    said. 
fee  provisions. 

Next  stop:  the  chartreuse-paneled 
offices  of  Hamer  Budge.  The  SEC 
Chairman  took  issue  with  Rep. 
Stuckey.  He  definitely  expects  to  see 
mutual  fund  legislation  this  year. 

Positive  Thinking 

"Insofar  as  I  know,  the  Commission 
has  resolved  all  the  differences  which 
it  had  previously  had  with  the  indus- 
ti>."  he  said.  "We're  of  one  accord  on 
the  management  fee.  Now  the  advisor 
becomes  a  fiduciary  to  the  fund  share- 
holders, which  strengthens  the  bill. 
The  only  major  consideration  left  to 
talk  about  is  whether  banks  should 
have  mutual  funds.  It  there  is  a  hang- 
up in  this  legislation  I  suspect  that 
would  be  it.  However,  this  was  a 
decision    we    felt    Congress    should 

make." 

One  reason  lor  his  optimism.  Budge 
said,  was  that  the  second  Senate  bill 
was  less  objectionable  to  the  industry. 
"The  Commission  recommended  that 
the  front-end  load  he  abolished,"  said 
Budge.  "Last  year  the  Senate  commit- 
tee softened  the  provisions,  stretching 
it  out  over  tour  years.  Mr.  Cohen 
accepted  that  because  he  wanted  a 
bill."  As  for  coverage  of  so-called 
"grve-ups,"  or  t lie  practice  of  com- 
mission-splitting, hedge  funds  and  let- 
ter-stocks disclosure:  "That  was  never 
intended  to  be  covered  in  this  legisla- 
tion." Give-ups  were  abolished  on  the 
New  York  Stock  Exchange  on  Dec.  5, 
sa\  s  Budge;  hedge  funds  are  gen- 
erally too  small  to  come  under  SEC 
jurisdiction;  and  the  letter  stock  issue 
has  not  yet  been  taken  up. 

As  a  result  of  these  compromises, 
says  Budge,  "the  mutual  fund  indus- 
try is  not  opposing  it  violently,  as  it 
did  last  year." 

Who  is  right?  Rep.  Stuckey?  Or  the 
SEC  Commissioner?  Our  reporter  says 
he  is  betting  on  Stuckey.  He  remem- 
bered his  words:  "There  was  no  public 
outcry."  Not  for  the  bills.  But  there 
was  plenty  of  private  pressure  against 
it.  Washington  is  still  Washington.  ■ 
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Get  all  these  complete,  up-to-date  P  &  F  charts  in  the  brand-new 

MONTHLY  POINT  &  FIGURE 

CHART  BOOK 

Oct.  1969  Issue — sent  first  class  mail — Sept.  29th 
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MUTUAL  FUND 
EMPHASIZING 

GRUWTH 
POSSIBILITIES 

NO  SALES 
COMMISSIONS. 

100%  of  your  money  is 
invested.  Securities  are 
carefully  selected  for 
optimal  growth  potential. 
Send  for  free  details  and 
prospectus 
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AFUTURE  FUND,  INC 
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Hedberg  &  Gordon 

Fund  strives  for 

possible  growth 

of  capital.  No 

sales  charge. . .  a 
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in  shares  for  every 

dollar  invested. 

Minimum 

X  initial  invest 
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Mail  coupon 
for  information 


Hedberg 

&  Gordon 


Fund 


i     Paoli,  Pa. 
c    19301 
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He  has  time  to  kill 


Caught  up  in  an  aimless  existence  which  offers  few  chances  for  fun,  many 

boys  turn  to  a  life  of  crime.  Your  United  Way  gift  can  help  steer  them 

right  by  providing  counseling  service,  recreational  opportunities  and  a 

sense  of  purpose.  Please  give  them  time  to  grow  instead  of  to  kill. 
Your  fair  share  gift  works  many  wonders  V  THE  UNITED  WAY 

28.4  million  lam..,eo  cenetit  from  ctn.d  care,  lam  iy  service,  youth  guidance,  health  programs,  disaster  relief  and  services  lor  the  Armed  Forces  through  3 1 ,500  United  Way  agencies 
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READERS  SAY  | 


(Continued  from  page  19) 

made  notable  progress.  Over  at  Penn- 
Di\h\  we  do  not  feel  like  a  pebble  but 
more  like  a  diamond  glittering  among  a 
bag  of  rhinestones. 

— R.W.  Lefferts 

Vice  President  &  Secretary, 

Penn-Dixie  Cement  Corp. 

New  York.   N.Y. 

FoRiit^  discussed  Perm-Dixie  in  a  Dec. 
15.  1968  article— Ed. 

Abolish  "Capitalism" 

Sir:  A  thought  recurred  to  me  on 
leading  your  comment  "Heroes:  Car- 
bon-Tycoons" Fact  it  Comment,  Aug  I). 
It  would  probably  help  us  all  think  more 
dearly  if  we  dropped  the  word  "capital- 
ism." It's  just  a  tired  old  term  of  d< 
tion.  It's  a  bogey-man  word.  For  any 
economy,  state-owned  or  owned  by  in- 
dividuals or  whatever,  needs  capital.  So 
all  economies  are  "capitalistic." 

— Rodwell  \  a\   Winkle  Todd 
New  York.  N.Y. 

The   Desire  to  be  Excluded 

Sir:  The  article  in  your  Sept.  1  issue 
entitled  "Casualty  List"  contains  an 
error  with  respect  to  the  Computer  Sci- 
ences 1966  to  1969  high  which  is  shown 
(  SC  stock  was  split  5-for-2  on 
June  28.  The  high  adjusted  tor  the  split 
should  be  3QX.  The  Computer  Sciences 
stoek  has  not  declined  72'i  as  shown  in 
your  schedule.  In  fact,  the  decline  <  a- 
perienced  is  smaller  than  an)  on  youi 
list  and  accordingly  it  would  appear  that 
Computer  Sciences  should  not  have  been 
on  your  casualty  list. 

— Robert  G.  Dossett 

Financial  Vice  President 

Computer  Sciences  Corp. 

Beverly  Hills    Calif. 

Send  Money 

Sir:  I  take  vigorous  exception  to  your 
comment  that  "it  is  doubtful  they  [one 
of  the  four  \er>  small  funds  with  A-A 
ratings]  could  sustain  that  rating  if  hit 
by  an  influx  of  new  money"  (Forbes. 
15).  It  has  been  our  consistent  view 
that  security  selection  is  the  key  to  in- 
vestment  performance  and  that  this  selec- 
tion is  fundamentally  independent  of 
size.  We  welcome  the  investing  challenge 
of  "an  influx  of  new  money." 

— Ralph  P.  Coleman,  Jr. 

President, 

Over-theCounter  Securities  Fund,  Inc. 

Oreland.  Pa. 

Upset  of  the  Delicate  Balance 

Sir:  Your  "Delicate  Balance"  box  on 
page  75  of  the  May  15  issue  does  not 
reflect  a  3-for-2  stock  split  effective  Mar. 

(Continued  on  page  114) 


INVESTMENT 
MANAGEMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks  -  the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -  we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 

SPE !AR &S WRING 

Investment  Management  Division    Dept.  MF-915 
Babson  Park.  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name. 


Address- 


.  State. 


-Zip. 


dividend  notice 


MIDDLE  SOUTH  UTILITIES,  INC. 


The  Board  of  Directors  has  this  day  declared  a  dividend  of  224 
per  share  on  the  Common  Stock,  payable  October  1,  1969,  to 
stockholders  of  record  at  the  close  of  business  September  12, 1969. 


August  22,  1969 


I  ANNE  M.  FITZGERALD 


Secretary 

THE  MIDDLE  SOUTH  UTILITIES  SYSTEM 

Arkansas  Power  &  Light  Company      Mississippi  Power  &  Light  Company 
Louisiana  Power  &  Light  Company     New  Orleans  Public   Service    Inc. 


COLUMBIA  PICTURES 
INDUSTRIES,  INC. 

The  Board  of  Directors  at  a 
meeting  held  today  declared  a 
cash  dividend  of  15  cents  per 
share  on  its  outstanding  Com- 
mon Stock,  payable  October 
15,  1969,  to  stockholders  of 
record  September  19,  1969. 

S.  H.  MALAMED 
Vice  Pres.  &■  Treas. 
New  York,  August  21,  1969 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
125  Maiden  Lane,   N.  Y.   10038 


TeetJD 

8.  VALUE 

§ 
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ThU  advertisement  is  neither  an  offer  to  sell,  nor  a  solicitation  oj  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

August  20, 1969 


250,000  Shares 

United-Overton  Corp, 

Common  Stock 

($1.00  Par  Value) 

Of  the  250,000  shares  of  Common  Stock  offered,  75,000  shares 
are  to  be  sold  by  the  Company  and  175.000  shares  are  to  be 
sold  by  certain  stockholders  of  the  Company. 


Price  $10  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the 
undersigned  as  may  lawfully  offer  these  securities  in  this  State. 


Walston  &  Co.,  Inc. 
Bear,  Stearns  &  Co. 
Ladenburg,  Thalmann  &  Co. 
Blair  &  Co.,  Inc. 
H.  Hentz  &  Co. 


Dominick  &  Dominick, 

Incorporated 

Shields  &  Company 

Incorporated 

J.  C.  Bradford  &  Co.  Gregory  &  Sons 

Incorporated 

Hirsch  &  Co.,  Rauscher  Pierce  &  Co.,  Inc. 

Incorporated 

Cooley  &  Company  R.  G.  Dickinson  &  Co.  Dreyfus  &  Co. 


Emanuel,  Deetjen  &  Co. 


First  of  Michigan  Corporation 


Stifel,  Nicolaus  &  Company 

Incorporated 


E.I.DU  PONT  DE  NEMOURS  & COMPANY 

Wilmington,  Del.,  August  18,  1969 
The  Boofd  of  Directors  today  declared 
regular  quarterly  dividends  of  $  1 . 1  2  Vi  a 
share  on  the  Preferred  Stock — $4.50  Series 
and  87Vj«  a  share  on  the  Preferred  Stock 
— $3.50  Series,  both  payable  October  25, 
1969,  to  stockholders  of  record  at  the 
close  of  business  on  October  10,  1969; 
also  $1.25  a  share  on  the  Common  Stock 
as  the  thiid  quarterly  interim  dividend  for 
1969,  payable  September  12,  1969  to 
stockholders  of  record  at  the  close  of 
business  on  August   26,    1969. 

H.  T.  Bush,  Jr.  Secretary 


Better  things  for  better  living 
. .  .through  chemistry 


Baltimore,  Maryland  21203 
The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  one 
dollar  a  share,  payable 
October  31, 1969,  to  stock- 
holders of  record  Sep- 
tember 19,   1969. 

WILLIAM  R.  PHELAN 
Vice  President-Treasurer 
and  Secretary 
August   27.   1969 


AFFLUENTS 

FORBES  was  first  measured  by  the  Simmons  Study  in 
1964. 

Our  readers  median  household  income  that  year  was 
$9,631—50%  greater  than  the  U.S.  median. 

It's  five  years  later,  and  Simmons  finds  that  FORBES' 
median  household  income  is  now  $14,060— up  46%. 

Now  we're  80%  above  the  national  median. 

That's  FORBES  for  you. 
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31  for  Becton-Dickinson  which  actuallj 
means  a  basic  increase  of  5%  rather  than 
a  307<   decline. 

■ — Walter  Carty 

President. 

John  Moynahan  &  Co.,  Inc. 

New  York,  N.Y. 

Unnecessary  to  the  Cause 

Sir:  I  sponsored  the  International  Soc- 
cer League  Tournament  in  New  York  for 
■seven  seasons,  and  organized  the  first 
meeting  of  candidates  for  a  professional 
soccer  league.  From  that  starting  point, 
there  is  an  interesting  history  with  con- 
clusions much  more  dynamic  than  those 
in  your  article  (Forbes,  Aug.  1).  The 
game  does  not  need  the  likes  of  Jack 
Kent  Cooke  and  any  quotation  of  his  is 
worthless.  The  game  will  start  over  again 
without  the  "get  rich  quick"  boys. 

— William  D.  Cox 
San  Diego.  Calif. 

Deceptive  Picture 

Sir:  The  new  jumbo  airplanes  (Forbes. 
Aug.  1 )  could  be  used  to  provide  true 
cabin-  or  first-class  service.  Could  not 
the  new  giants  have  luxurious  quarters — 
there  are  those  who  would  pay  the  cost. 
The  crowding  in  a  plane  of  just  more 
seats  is  not  an  attractive  thought,  no 
matter  how  clever  the  artist  or  photog- 
rapher-artist is  in  picturing  its  "beauty." 
— Cameron  Kinc.sley  Wehringer 
New  York,  N.Y. 

Bug   'Em   a   Little 

Sir:  Re  insecticides  (Fact  6  Comment, 
June  15):  We  have  created  a  monster  in 
the  public  who  demand  that  all  produce 
be  insect  free.  If  the  marketplace  would 
allow  some  insect  damage,  the  number 
of  treatments  on  a  crop  could  be  reduced 
by  75! 

— Norman  Hazel 
Porterville,    Calif. 

A  Smaller  Share 

Sir:  In  your  Aug.  15  issue  on  p.  34. 
you  mention  that  Dick  Green's  family 
owns  more  than  25%  of  Missouri  Public 
Service's  750.000  shares;  $17  million 
worth.  You  probably  mean  more  than 
25%  of  MPS'  2.7  million  shares;  which  is 
about  750.000  shares. 

— Dario  Carbaccio 
Totowa  Boro.  N.J. 

Reader  Garbaccio  is  correct — Ed. 

As  Active  As  Ever 

Sir;   It  is  true  that  we  were  delisted 

from  the   New    York  Stock  Exchange  in 

1968  ( "Loaded  Laggards."  June  IS.)  We 

could  not  meet  the  criteria  for  stock  and 

stockholders.    Possibly    you    could    have 

indicated  we  arc  now  on  the  Amex,  and 

we   sec   little   decline   in   activity,   if   any. 

— M.  B.  Neisneh 

President, 

Neisner  Brothers,  Inc. 

Rochester,  N.Y. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


One  of  the  chief  objects  of  educa- 
tion should  be  to  widen  the  windows 
through  which  we  view  the  world. 

— Arnold  Glasow 


The  world  is  a  book  and  he  who 
stays  at  home  reads  only  one  page. 

— M.  K.  Frelinghuysex 


Wisdom  in  a  poor  man  is  a  diamond 
set  in  lead.  — Thomas  Fuller 


The  greatest  and  noblest  pleasure 
which  men  have  in  this  world  is  to 
discover  new  truths,  and  the  next  is  to 
shake  off  old  prejudices. 

— Frederick  the  Great 


.  The  desire  of  knowledge,  like  the 
thirst  of  riches,  increases  ever  with  the 
acquisition  of  it. — Laurexce  Sterxe 


The  things  taught  in  schools  and 
colleges  are  not  an  education,  but  the 
means  of  education. 

— Ralph  Waldo  Emerson 


If  one  cares  about  ideas,  one  wants 
to  gather  them  from  every  available 
source  and  test  them  in  every  way 
possible.  — Mary  I.  Bunting 


Much  reading  is  an  oppression   of 

the  mind  and  extinguishes  the  natural 

candle,    which    is    the    reason    of   so 

many  senseless  scholars  in  the  world. 

— William  Pexx 


The  great  difficulty  in  education  is 
to  get  experience  out  of  ideas. 

— George  Saxtayaxa 


Men  trust  their  eyes  rather  than 
their  ears;  the  road  by  precept  is  long 
and  tedious,  by  example  short  and 
effectual.  — Seneca 


The  brain  has  muscles  for  thinking 

as  the  legs  have  muscles  for  walking. 

— J.O.  de  la  Mettrie 


By  failing  to  prepare  you  are  pre- 
paring to  fail.   — Benjamin  Franklin 


One  hour  of  learning  and  good 
works  in  this  world  is  better  than  all 
the  joys  of  the  hereafter. 

— Hebrew  Proverb 


Surely  the  worsl  the  c\ils  are 
the  evils  of  the  learned,  and  surelj 
the  best  of  good  is  the  good  of  the 
learned.  — Arab  Proverb 


B.  C.  FORBES 

Vitally  important  for  a  young 
man  or  young  woman  is,  first, 
to  realize  the  value  of  education, 
and  then  to  cultivate  earnestly, 
aggressively,  ceaselessly,  the 
habit  of  self -education.  Without 
fresh  supplies  of  knowledge,  the 
brain  will  not  develop  healthily 
and  vigorously  any  more  than 
the  body  can  be  sustained  with- 
out fresh  supplies  of  food. 
"Knowledge,"  said  Sir  Thomas 
Lipton,  "should  be  a  compound 
of  ivhat  we  derive  from  books, 
and  what  we  extract  by  our  ob- 
servation, from  the  living  world 
around  us." 


They  say  that  knowledge  is  power. 
I  used  to  think  so,  but  I  now  know 
that  they  meant  money.  Every  guinea 
is  a  philosopher's  stone.  — Byron 


The  carefully  fostered  theory  that 
schoolwork  can  be  made  easy  and  en- 
joyable breaks  down  as  soon  as  any- 
thing, however  trivial,  has  to  be 
learned.  — Agnes  Repplier 


To  teach  people  to  read  without 
teaching  them  not  to  believe  every- 
thing they  read  is  only  to  prepare 
them  for  a  new  slavery. 

— Jean  Guehexno 


Education  makes  people  easy  to 
lead,  but  difficult  to  drive;  easy  to 
govern,  but  impossible  to  enslave. 

— Henry  Brougham 


Learning  makes  the  wise  wiser  and 
the  fool  more  foolish.     — John  Ray 


Pleasure  has  its  time;  so  too,  has 
wisdom.  Make  love  in  thy  youth,  and 
in  old  age  attend  to  thy  salvation. 

— Voltaire 


Humility  is   to  make  a  right  esti- 
mate of  one's  self. 

— Charles  Spurgeon 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  State,  from  31  to  6%;  New 
York  City,  6%.) 


A  Text . . . 


Sent  in  by  Paul  Descher, 
White  Plains,  N.Y.  What's 
your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is 
presented  to  senders  of  texts 
used. 


For  wisdom  is  a  defence,  and  money 
is  a  defence:  but  the  excellency  of 
knowledge  is  that  wisdom  giveth  life 
to  them  that  hare  it. 

— Ecclesiastes  7:12 
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Announcing 
the  first  altogether  new  Lincoln  Continental  in  nearly  a  decade. 


For  1970,  America's  most  distinguished  motorcar  in- 
troduces a  new  measure  of  room  and  luxury. 

The  new  Lincoln  Continental  is  unusual  among  luxury 
cars;  the  rear  seat  is  as  roomy  as  the  front  seat.  The 
ride  is  smoother  and  more  substantial  because  the 
wheelbase  is  longer  and  the  stance  is  wider. 

Power  front  disc  brakes  are  standard.  And  you  may 
wish  to  consider  Sure -Track,  the  remarkable  new 


computer-controlled  anti-skid  braking  system. 
Flow-Thru,  a  new  ventilation  system,  circulates  fresh 

air  through  the  car  even  with  the  windows  closed. 
Yet  for  all  its  advances,  Lincoln  Continental  retains  the 

uniquely  individual  qualities  that  have  always 

distinguished  this  car  from  all  other  luxury  cars. 
For  1970,  the  altogether  new  Lincoln  Continental  is, 

as  always,  every  inch  a  Continental. 


I 


LINCOLN  MERCURY 


i«  J. » 


Fever  Chart 


Si'PERMARKET  tapes  total  higher  and  higher  ...  up  in  8 
months  by  more  than  5%.  In  these  same  months  prices 
of  basic  materials  have  been  soaring  —  some  as  much  as 
50%  —  and  retail  prices  follow. 

Causes  are  clear: 

1.  Unearned  wage  increases  add  to  cost  of  production 
which  can  only  result  in  higher  prices. 

2.  Government  waste  by  the  billions  that  must  be  paid 
for,  in  taxes  added  to  virtually  every  price. 

3.  Vote-getting  increases  in  Social  Security  which  gen- 
erate demands  for  still-higher  wage  increases  to  bal- 
ance the  pay  deductions. 

4.  Too-easy  relief  in  some  areas  which  pay  healthy 
people  for  not  working  —  so  crops  rot  in  the  fields 
and  prices  of  food  go  up. 

Greed  and  waste  infecting  the  whole  country  with  a  fever 
that  can  kill.  We'd  better  cure  the  causes  while  there's  time; 
and  that's  up  to  you  and  me. 


Ve«   11  'arner  &  Su  asey 
Automatic  for  space  age 
components  requires  precision 
mges  to  measure  extremely 
■lose  tolerances. 


SWASEY 

Cleveland 

PRODUCTIVITY 

EQUIPMENT 

&  SYSTEMS 


OU   CAN   PRODUCE   IT   BETTER,   FASTER,   FOR   LESS   WITH  WARNER   8  SWASEY    MACHINE   TOOLS,   TEXTILE    MACHINERY,    CONSTRUCTION    EQUIPMENT 


) 


ROCKY  MARCIANO 
1923-1969 

Rocky  Marciano  never  lost  a 
professional  fight.  He  lost  a  decision 
to  fate  when  the  plane  he  was  in 


crashed  during  the  Labor  Day  weekend. 
Rocky  was  the  kind  of  man  you  like 
to  know.  When  we  approached  him  to 
be  featured  in  this  ad,  he  was  delighted. 
He  worried  over  the  words  until  he 
was  sure  they  were  exactly  right,  and  he 


looked  forward  to  seeing  them  in  print. 
That  is  why  we  are  running  this 
advertisement.  We  know  Rocky  wanted 
it,  and  we  believe  it  is  a  valuable 
insight  into  a  great  sportsman 
and  a  fine  human  being. 


Nat-Car-Rent-Co     ©  1969 


What 

it  takes  to 
beNal 


"There  is  no  doubt  that  man  is  a  competitive  animal. 
And  there  is  no  place  where  this  fact  is  more 
obvious  than  in  the  ring.  There  is  no  second  place. 
Either  you  win,  or  you  lose.  When  they  call  you 
champ,  it  is  because  you  don't  lose. 

"A  professional  prize  fight  can  last  forty-five  minutes. 
That's  a  long  time  to  keep  going.  You  have  to  be 
physically  prepared.  And  you  have  to  be  mentally 
prepared.  That  means  you  have  to  understand  pain. 
There  is  pain  in  training.  In  running  that  extra 
mile,  when  your  legs  feel  like  logs.  In  the  dull, 
monotonous  grind,  at  the  light  bag  and  the  heavy 
bag.  But  there's  a  reason  for  it.  The  moment  you 
step  into  the  ring,  you  know  it  was  all  worth  it. 
If  you've  pushed  your  body  into  its  best  shape, 
there's  one  thing  less  to  worry  about.  Maybe  it  will 
give  you  one  minute's  more  stamina.  That  minute 
can  win  you  the  fight. 

"Then  there's  the  fear.  That's  always  there.  You're 
not  in  the  ring  to  demonstrate  your  courage. 
You're  in  there  to  win  the  fight.  So  you  handle 
the  fear,  maybe  even  use  it.  It's  out  of  sight, 
somewhere  behind  you,  but  if  you're  not  completely 
prepared,  it  pops  up  in  front  of  you  and 
then  you're  finished. 

"To  win  takes  a  complete  commitment  of  mind 
and  body.  When  you  can't  make  that  commitment, 

i  they  don't  call  you  champ  anymore." 

Rocky 
Marciano 


NATIONAL  l 
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We  feature  GM  cars. 


This  is  the  fourth  in  a  series  of  special  messages  we  are  sending  to  all  our  own  people. 
We  ask  them  to  put  themselves  in  the  customer's  shoes — to  make  the  customer 
No.  1 — and  to  pay  the  price.  Like  to  ask  your  people  to  do  the  same  thing  ? 
Just  write  us  for  free  reprints  at  Dept.  31,  5501  Green  Valley  Drive, 
Minneapolis,  Minnesota  55431. 

National.  The  company  that's  willing  to  pay  the  price  to  make  the  customer  No.  1 
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If  crop  protection 

were  left  to  him 

you'd  starve  to  death 


t 


carecrows  are  strictly  for  the  birds, 
rop  protection  today  calls  for  far 
lore  effective  methods.  Insects,  plant 
iseases  and  weeds  are  still  destroy- 
ig  one  fffcrth  of  all  crops  planted, 
espite  the  most  advanced  control 
ieasures  available.  Without  these 
hecks,  there  wouldn't  be  enough 
ood  to  go  around. 
Fortunately,  with  the  help  of  mod- 
rn  agricultural  chemicals,  the  Amer- 
:an  farmer  has  been  able  to  double 
he  productivity  of  his  land  in  the  past 
0  years.  We  at  FMC  Corporation, 
hrough  our  Niagara  Chemical  Divi- 
ioh,  have  had  a  big  part  in  this.  As  a 
aajor  producer  of  dusts  and  sprays, 
fe  have  developed  special  chemicals 


and  formulations  that  man  can  live 
with  but  the  crop-destroyers  can't. 

FMC  also  pioneered  in  the  develop- 
ment of  sprayers  and  dusters.  On 
farms  across  the  nation,  our  John 
Bean  applicators  are  used  to  apply 
protective  agricultural  chemicals  to 
just  about  everything  from  apple 
trees  to  cotton  plants. 

And  on  the  home  front,  FMC's  basic 
pesticide  concentrates  are  found  in 
almost  every  major  brand  of  ' 'bug- 
bomb"  for  household  use. 

These  are  just  a  few  of  the  many- 
ways  FMC  is  putting  ideas  to  work. 
For  more  information,  write  FMC 
Corporation,  Executive  Offices,  San 
Jose,  California  95106. 


FMC  CORPORATION' 

Putting  ideas  to  work  in  Machinery  Chemicals  Defense  Fibers  &  Films 

flNCIPAL  PRODUCTS:  AVISCO  fibers;  packaging  films;  industrial  strappings  □  BOLENS  compact  tractors  □  CHICAGO  waste  treatment  systems  a  CHIKSAN,  O-C-T,  WECO 
industry  equipment  a  FMC  food  processing  equipment;  packaging  4  converting  machinery;  systems  engineering  Q  FMC  industrial  4  specialty  chemicals  a  FMC  de- 
nse materiel  O  GUNDERSON  railcars  4  marine  vessels  □  JOHN  BEAN  agricultural,  automotive,  airline,  4  fire  fighting  equipment  o  LINK-BELT  power  transmission,  materials 
indling,  4  construction  equipment  a  NIAGARA  agricultural  chemicals  4  seeds  o  PEERLESS  4  COFFIN  pumps  a  SYNTRON  4  STEARNS  electromagnetic  equipment 


1895 

Michelin  invented 

the  1st  pneumatic  tire 

for  automobiles. 

Today,  the  Michelin  X  "Radial 

(the  REAL  Radial  tire) 

is  specially  designed 

for  the  American  car! 

Michelin  X® — the  steel-cord  belted  Radial  tire — gives  you  all  these 
high-performance  features:  shock-cushioning  abilities,  full  grip  in  all 
weather,  far  fewer  punctures,  long  tread  life  (at  least  twice  that  of 
regular  bias-ply  tires) .  Plus  gasoline  economy  (up  to  10%) 


// 


Ask  your  Michelin  Tire  Dealer  (you'll  find  him  in  the  yellow  pages)  or  write  to: 
MICHELIN  TIRE  CORPORATION.  2500  Marcus  Avenue.  Lake  Success,  New  York  11040 
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Side  Lines 


Warren  Berry 


Forget  Wake;  Send  Money 

About  five  years  ago,  the  wire  services  carried  a  story  that  Reporter 
Warren  Berry  was  dead,  killed  while  covering  a  disastrous  flood  in 
northern  California.  But,  before  his  colleagues  on  the  New  York  Herald 
Tribune  could  gather  for  the  wake,  his  editors  received  a  telegram 
from  him  reading:  "SEND  MONEY."  The  Trib  staff  had  to  call 
the  wake  off. 

Now  35  and  still  very  much  alive,  Berry  has  joined  Forbes  as 
Washington  Bureau  Manager. 

Covering  disasters  has  formed  only  a  small  part 
dI  Berry's  background.  His  major  assignment  for 
the  past  fifteen  years  has  been  covering  business. 
He  was  Wall  Street  columnist  for  the  Trib  during 
the  boom-and-bust  days  <>t  the  early  Sixties.  And 
when  that  paper  came  to  such  an  untimely  end 
in  1966  he  was  assistant  editor  of  what  is  still 
regarded  as  one  of  the  liveliest  dailj  financial 
sections  ever  published. 

Before  joining  Forbes  Berry  was  national 
business  editor  of  Newsday,  the  huge  Long 
Island  daily, 

When  he  was  recruited  by  Newsday  two  years 
ago,  his  assignment  from  publisher  Bill  Movers 
was  to  establish  a  business  section  that  was  truly 
unique  tor  a  suburban  paper.  He  recruited  a  stall 
from  lamer  New  York  dailies,  opened  a  Manhattan  office  to  be  nearer 
the  action  and  produced  a  business  section  that,  instead  of  being 
buried  in  the  bowels  of  the  paper,  was  prominently  displayed  on  the 
back  page  and  continued  inside. 

Not  long  alter  joining  Newsday  and  contributing  to  Forbes'  50th 
Anniversary  issue  (Sept.  15,  1967),  Berry  was  named  by  the  New  York 
professional  chapter  of  Sigma  Delta  Chi,  the  national  journalism  fra- 
ternity, as  the  winner  of  its  first  annual  Deadline  Club  award  for 
excellence  in  financial  writing.  Berry  also  has  been  a  regular  news 
commentator  lor  the  educational  television  network.  (His  latest  effort 
was  as  one  of  those  'instant  analysts"  commenting  on  President  Nixon's 
sweeping  welfare  proposals.)  But  he  prefers  writing  to  TV.  Says 
Berry,  "At  least  when  you're  writing,  you  have  a  chance  to  revise 
your  comments — think  a  little.  On  television  you  can  only  wish  you 
could  call  back  some  of  the  things  you  said." 

Like  what? 

Warren  remembers  evaluating  in  1966  the  Democratic  gubernatorial 
candidates  and  saying  on  TV,  "Only  thing  wrong  with  FDR  Jr.  was 
that  he  wasn't  half  the  man  his  mother  was." 

A  native  New  Yorker,  Warren  attended  Queens  College  and  Co- 
lumbia University,  broke  into  news  "running  errands  like  getting  the 
publisher's  shoes  resoled"  at  the  New  York  Times  and  at  one  time 
covered  a  beat  that  ranged  from  Texas  to  Alaska  for  the  Herald 
Tribune.  This  latest  move  takes  the  Benys  from  50  acres  of  forest 
in  the  Hudson  River  highlands  up  near  West  Point  to  a  more  sub- 
urban-sized lot  in  Bethesda,  Md.  There,  Mrs.  Berry  (the  former  Moya 
Devlin  of  Belfast,  Northern  Ireland)  won't  have  to  worry  about  losing 
Tim,  aged  2,  or  Conor,  5  months,  in  the  woods.  ■ 


So  you've 
decided  to  hold 
your  pow-wow 

in  Canada. 


But  now,  how  do  you  decide  on 
a  hotel? 

Talk  to  us.  We  offer  you  1 1  distinctive 
hotels.  Each  in  a  different  setting  but 
all  backed  by  a  tradition  of  service 
and  experience  to  ensure  a  successful 
meeting,  sales  conference,  or 
convention. 

After  all,  there  must  be  a  reason  why 
we're  the  oldest  and  largest  hotel 
system  in  Canada. 

Contact  Bill  Gray,  Director  of 
Marketing  and  Sales,  CP  Hotels, 
c/o  Royal  York  Hotel,  Toronto, 
Ontario,  Canada,  or  Robert  F. 
Warner  Inc. 


The  Algonquin,  St.  Andrews, 

New  Brunswick. 

Le  Chateau  Frontenac,  Quebec  City, 

Quebec. 

Le  Chateau  Champlain,  Montreal, 

Quebec. 

Le  Baron  Motor  Hotel,  Sherbrooke, 

Quebec. 

Le  Baron  Trois  Rivieres,  Trois  Rivieres, 

Quebec  (open  late  1969). 

Royal  York  Hotel,  Toronto, 

Ontario. 

The  Saskatchewan,  Regina, 

Saskatchewan. 

Chateau  Lacombe,  Edmonton, 

Alberta. 

The  Palliser,  Calgary, 

Alberta. 

Banff  Springs  Hotel,  Banff, 

Alberta. 

Chateau  Lake  Louise,  Lake  Louise, 

Alberta. 

The  Empress,  Victoria, 

British  Columbia. 
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CP 
Hotels 


Trends 

&  Tangents 


FOREIGN 


Costly   Launching 

Cunard  says  its  brand  new  lux- 
ury liner,  the  Queen  Elizabeth  2, 
has  already  made  a  profit  of  $919,- 
000  this  year.  The  only  trouble  is 
that  last  year,  before  the  launching, 
Cunard  wrote  off  $22  million  of 
the  ship's  $72-million  cost.  The 
write-off  was  necessary,  according 
to  the  company,  to  bring  the  book 
value  of  the  ship  down  to  its  "eco- 
nomic value." 


BUSINESS 


No  Respect 

"Certain  old  steel  analysts  on 
Wall  Street  are  always  bulls,"  says 
a  young  analyst.  But  he  points  out 
that  despite  their  bullishness,  U.S. 
Steel  common  still  dropped  to  a 
three-year  low  of  37  last  month, 
where  it  offered  a  yield  of  6.5%. 
"But  you  can  get  the  same  yield  in 
other  things,"  counters  the  young 
analyst,  who  argues  that  even  if 
Big  Steel  finally  is  stirring,  it  is  too 
little  and  too  late. 

Full   Steam   Ahead 

The  feminine  revolt  (Forbes, 
Aug.  1 )  has  gathered  momentum. 
At  the  American  Sociological  Asso- 
ciation's annual  meeting  last  month 
in  San  Francisco,  women's  equality 
was  the  principle  topic  of  discus- 
sion, replacing  Vietnam,  the  black 
revolution  and  campus  unrest.  Dr. 
Alice  Rossi,  organizer  of  the  wo- 
men's caucus,  a  group  within  the 
ASA,  lashed  out  at  society's  double 
standard.  "If  women  are  indepen- 
dent and  work  hard  they  are  un- 
feminine,"  says  Dr.  Bossi.  "If  they 
are  quiet  and  unassertive,  they  are 
typically  feminine."  Her  proposed 
remedy  is  a  total  reorganization  of 
American  society:  "The  rules  of 
the  game  have  to  be  changed." 

Best   Deal    in    Town 

The  practice  of  insurance  com- 
pany policyholders  borrowing  on 
their  policies  has  become  so  com- 
mon, as  general  interest  rates  have 
risen,  as  to  become  a  major  (and 
unwelcome)  use  of  company  assets. 
In  the  first  half  of  1969  alone 
policy  loans  rose  9%  to  $12.3  bil- 
lion  from  the   1968  year-end  total   |_ 


of  $11.3  billion,  according  to  the 
Institute  of  Life  Insurance.  This 
follows  increases  of  10%  in  all  of 
1967  and  12%  in  1968.  The  com- 
panies suffering  the  most  are  those 
that  have  a  high  proportion  of 
cash-value  life  insurance  on  their 
books — the  very  kind  of  policies 
that,  in  normal  times,  most  insur- 
ance companies  prefer. 

Prime  Buy 

Those  local  groups  in  cities  like 
Boston,  New  York  and  Los  Angeles 
that  are  challenging  FCC  license 
renewals  on  established  TV  stations 
may  be  attracted  by  more  than 
a  pure  sense  of  civic  betterment. 
Take  Fidelity  Television  of  Los 
Angeles.  Set  up  by  a  group  of  18 
California  investors,  Fidelity  claim- 
ed it  would  provide  better  pro- 
gramming than  RKO-General's  Los 
Angeles  station,  KHJ-TV.  A  hear- 
ing examiner  agreed,  so  now  the 
case  goes  to  the  full  FCC.  If  Fidelity 
should  eventually  get  the  license, 
its  total  costs — legal  fees  plus 
transmitting  equipment — might 
run  $2  million.  KHJ-TV's  esti- 
mated market  value  is  $20-million- 
plus.  ■ 


>V 


1 


CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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Generation 
Gap. 


It  your  Third  Generation  computer  has  to  rely  on  a  Second 
Generation  data  entry  system,  you  run  smack  into  the  Gen- 
eration Gap  every  day.  And  it's  a  costly  headache. 

That  same  old  electro-mechanical  rat  race  you've  been 
lied  to  tor  years.  Punch.  Verify.  Card  to  tape.  Tape  to 
main  frame  Validate-  And  then  —  the  whole  costly,  time- 
consuming  re-cycling  merry-go-round. 

That's  all  over  now.  The  Generation  Gap's  been  bridged. 
By  the  most  exciting  and  significant  data  processing  procl- 
uc  t  sine  e  System  160. 

Keylogic. 

Key  Logic  is  the  first  complete  multiple-station  data  entry 
system.  And  the  first  that  lakes  data  entry  all  the  way 
from  keying  to  "clean  tape''  processing  al  nanosecond 
speeds  ...  a  fully  buffered,  fully  automatic,  fully  pro- 
grammed system  "package'-  thai  includes  all  hardware 
components  and  the  most  sophisticated  data  entry  software 
yet  developed. 

As  great  an  improvement  over  keypunch  as  wireless  was 
over  the  carrier  pigeon  .  .  .  not  just  an  improvement  of 
some  data  entry  functions,  but  a  total  increase  in  system 
efficiency. 

KeyLogic  is  the  first  system  to  totally  replace  the  slower, 
error-ridden,  card-oriented  keypunch  operation  with  a 
Third  Generation  computer-system  that  is  in  complete 
command  throughout  your  data  entry  application. 

KeyLogic  is  first  to  use  the  IBM  029. keyboard  for  com- 


puterized data  entry.  So  there's  no  costly  operator  re- 
training to  achieve  greater  efficiency  and  output-per- 
terminal.  Here,  all  in  one  system,  are  the  time  and  cost 
saving  features  KeyLogic  is  first  to  offer  you: 

■  First  with  fully  programmed  automatic  operation. 

■  First    to    comprehensively   validate,    format   and    edit   at 
nanosecond  speeds. 

■  First  with  both  total  tape  compatibility  and  labeling. 

■  First  with  the  IBM  Selectric*  Supervisor's  console. 

Bridge  the  Generation  Cap  now. 
For  complete  details  just  return  the  coupon. 

Penta  Computer  Associates,  Inc. 

445  Park  Avenue,  New  York,  New  York  10022 

Gentlemen:   Please  send  me  your  brochure. 

Name 

Title 

Company 

Address  

City 


.State. 


-Zip. 


FO-l 


*Selectric  is  a  registered  trademark  of  IBM  Corp. 
©  1969  Penta  Computer  Associates,  Inc. 
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READERS  SAY 


History  Book  Or  Crystal  Ball? 

Sir:  You  tell  us  in  the  interview  with 
Fred  Carr  (  Forbes,  Sept.  1 )  that  "most 
fund  managers,"  when  speaking  about 
price/earnings  ratios,  refer  to  current 
price  in  relation  to  last  12  months'  rather 
than  predicted  next  12-months'  earnings. 
This  naive  generalization  is  unprovable. 
It  is  also,  almost  certainly,  not  true. 

— R.W.  McCandlish  Jr. 

Trust  Officer, 

Continental  Illinois  National  Bank 

&  Trust  Co.  of  Chicago 

Chicago.  111. 

Naive,  no.  Too  sweeping,  yes — Ed. 

No  Modern  Conveniences 

Sir:  I  do  not  believe  these  gents  [the 
Princeton  class  of  1872,  Fact  if  Com- 
ment, Sept.  1]  had  the  advantage  of  hot 
water  at  the  turn  of  a  tap  or  electric 
razors  handy.  I  wonder  if  today's  young 
men  would  care  to  revert  to  the  days 
of  candles  and  kerosene  lamps.  I  believe 
your  judgments  are  off  target.  In  this 
case,  I  am  with  Grandma. 

— Ellis  C.  McKjlnney 
Eagle  Rock,  Mo. 
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Princeton    Senior,    circa    1872 
Speculation  and  the  American  Dream 

Sir:  The  recent  story  on  Mr.  A.C. 
Israel  (  Forbes,  Aug.  1 )  deserves  respect 
because  he  is  an  experienced  commodity 
trader,  but  several  objective  considera- 
tions are  ignored  in  his  viewpoint.  In 
the  stock  market,  speculation  is  en- 
couraged by  the  uncertainty  of  the 
future  earning  capacity  of  the  assets.  In 
the  commodity  markets  a  future  price 
is  established  directly,  but  for  a  period 
not  very  far  ahead  (up  to  about  18 
months),  so  that  the  speculative  hori- 
zon may,  in  fact,  be  closer  than  in  the 
stock  markets. 

"In  commodities  there  is  no  tomor- 
row," says  Forbes  (p.  55,).  [But]  the 
expiration  of  a  futures  contract  looks 
more  like  a  warning  against  continuing 
to  hold  a  losing  position — a  warning  that 
docs  not  occur  in  the  stock  market, 
which  affords  no  counterpart  for  the  cash 
commodity  price  upon  which  futures 
must  periodically  "home."  In  short,  what 
if  the  stock  you  have  selected  has  de- 
clined in  value  and  may  decline  still 
further?  Is  waiting  an  advantage? 

The  underlying  argument  in  the  Israel 
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article  is  that  the  common-stock  averages 
have  been  a  good  investment  in  an  in- 
flationary era.  It  is  small  comfort  to  the 
speculator  whose  stock  has  declined  by 
one-third  this  year  that  the  averages 
h.i\r  risen  spectacularly  over  the  past 
two  decades;  particularly  when  he  might 
ha\ <■  sold  wheat  futures  a  year  ago  on 
the  advice  of  the  same  brokerage  firm 
that  got  him  into  the  stock. 

The  proper  comparison  between  the 
stock  and  commodity  markets  must 
pertain  to  that  class  of  speculators  who 
seek  t<'  earn  profits  from  relatively  short- 
term  price  forecasting — not  to  those  in- 
vestors who  seek  a  lifetime  hedge  against 
inflation.  In  this  framework  stock  specula- 
tion is  inherently  more  risky.  Prices  of 
individual  speculative  stocks  fluctuate 
much  more  violently  and  over  a  wider 
range  than  commodity  prices. 

The  forecasting  of  commodity  prices 
is  a  less  risky  endeavor  than  forecasting 
individual  stock  prices,  both  in  terms  of 
price  variability  and  access  to  infor- 
mation. 

The  odds  are  not  "stacked"  against 
the  small  speculator  in  commodity  fu- 
tures where  public  as  well  as  exchange 
regulations  are  designed  to  maintain  fair 
and  open  competition.  If  anything,  the 
regulation  of  commodit>  trading  is  prob- 
al)l>  superior  to  that  of  stock  trading 
because  the  regulatory  task  's  inherently 
simpler. 

The  serious  tacts  of  the  matter,  di- 
vorced from  catastrophic  language,  are 
that  the  small  speculator  is  not  better 
off  playing  the  horses,  and  that  there 
are  numerous  successful  commodity 
speculators.  We  are  told  that  Mr.  Israel 
"realizes  that  speculators  are  necessary' 
for  the  business"  but  "thinks  that  small 
speculators  are  just  a  nuisance."  This  is 
like  saying  that,  while  baseball  is  a  great 
game,  little  leagues  are  a  nuisance.  Where 
did  the  large  speculators  come  from,  Mr. 
Israel?  Have  you  forgotten  the  American 
dream? 

— Roger  W.  Cray 

Professor, 

Food  Research  Institute 

Stanford  University 

Stanford,  Calif. 

About  The  Author:  Professor  Gray 
has  been  associated  with  the  Food  Re- 
.  search  Institute  in  Stanford  since  1954. 
He  is  a  consultant  to  the  New  York  Mer- 
cantile Exchange,  The  Association  of 
Commodity  Exchange  Firms,  the  Chicago 
Board  of  Trade  and  the  Kansas  City 
Board  of  Trade — Ed. 

A   Matter   of   Opinion 

Sir:  I  do  not  feel  that  your  gratuitous 
defense  analyses — such  as  your  "Getting 
the  'Ell  Out"  editorial  of  Sept.  1 — 
reflect  either  sound  judgment  or  solid 
facts. 

— William  G.  MacLaren  Jr. 
Springfield,  Va. 

Sir:  .  .  .  your  proposal  is  probably 
much  too  sensible  to  be  heeded. 

— Theodore  F.  Baer 
Los  Altos  Hills,  Calif. 
(Continued  on  page  100) 


Free  Desk-Top  Tour  of 
Northern  California's 
Number  One  County 


Here,  in  a  new  38-page  booklet  you'll  get  aerial  photos 
and  complete  descriptions  of  a  sampling  of  33 
currently  available  industrial  plant  sites  in  Alameda 
County.  (It's  first  in  population,  transportation  and 
retail  sales  in  Northern  California.)  Maps  pinpoint  each 
location  and  show  average  delivery  time  for  products 
to  Western  markets. 

It's  part  of  our  "Grow  West"  kit  which  shows  you  what 
Oakland/Alameda  County  has  to  offer:  mild  snow-less 
climate,  clear  air,  modern  schools,  big  league  sports, 
rich  cultural  and  recreation  opportunities  and  a  stable 
labor  supply  of  Californians  who  have  plenty  of  hustle. 

Write  today.  Or  take  the  next  plane  and  we'll  give  you  a 
personally  conducted  tour.  You  may  not  want  to  leave. 


r 


Oakland  I  Alameda  Co 

Clip  this  coupon  to  your  letterhead  and  send  to: 
To:  New  Industries  Committee,  Suite  201 

1320  Webster  Street 

Oakland,  Calif.  94612 

(Phone:  (415)  451-7800) 
ALAMEDA       •      ALBANY      •      BERKELEY      •      EMERYVILLE 
FREMONT      •       HAYWARD       •      LIVERMORE      •      NEWARK 
OAKLAND    •    PIEDMONT    •    PLEASANTON    •    SAN  LEANDRO 
UNION  CITY     •     RURAL  ALAMEDA  COUNTY 
Unincorporated  Areas:  Castro  Valley    •    Dublin    •    San  Lorenzo 


Name 

Company  Name. 

Address 

City 


-Title. 


.State. 


-Zip. 
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Make  the  most 
of  your  life 

You'd  like  to, 
wouldn't  you? 

Not  just  for  yourself 
— but  for  your  family,  too. 
And  we'd  like  to  help. 
That's  our  job,  and 
we  think  we  can  help  in  a 
very  special  way. 

You  see,  "special"  is 
the  key  word  in  making  the 
most  of  your  life. 

You  re  special — 
different  than  other  people. 
And  so  is  your  family,  and 
your  family's  needs. 

To  get  the  most  out 
of  your  own  special  life 
situation,  you  need  a  specialist  in  life  insurance. 

That's  us.  We're  specialists  in  life.  We've  been  specialists  in 
life  for  1 19  years.  So  our  agents  know  how  to  help  you  make  the 
most  of  it. 

We  think  that  if  you'll  get  in  touch  with  one  of  our  life 
specialists,  you  might  be  very  pleasantly  surprised  at  how  much 
more  you  can  get  out  of  life. 

v^  want  your  life.  National  Life 


of  Vermont 

National  Life  Insurance  Company,  Monipelier,  Vermont. 
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With  all  thy  getting  get  understanding' 


Fact  and  Comment 


UP,   OVER- 

For  some  three  months  the  men  of  the  New  York  union 
of  elevator  installers  have  been  on  strike.  They  rejected 
the  contract  negotiated  by  their  leaders.  It  only  provided 
for  pay  increases  of  43%  to  50%  over  the  next  36  months. 
The  original  agreement  would  only  have  raised  pay  and 
hinge  benefits  by  $2.90  to  $3.35  an  hour — to  an  hourly 
wage  of  $10.72. 

With  apprentice  restrictions  that  keep  out  virtually  all 
blacks  and  severely  limit  the  number  of  whites,  and  with 
such  fantastic  wage  demands,  the  construction  unions  are 
doing  their  best  to  price  their  business  out  of  business. 

And,  their  best  promises  to  be  good  enough.^ 


AND  OUT? 

The  President's  order  to  cut  back  new  federal  construc- 
tion by  75%  is  a  hefty  straw  in  the  wind. 

The  progressive  reduction  in  estimates  of  projected  new 
business  construction  is  another. 

The  ever-decreasing  number  of  new  housing  starts — in 
the  face  of  ever-increasing  needs  for  new  houses — is  yet 
another. 

If  the  Nixon  Administration  will  put  some  real  punch 
behind  HUD  Secretary  George  Romney's  test  of  mass 
production  housing.  "Operation  Breakthrough,"  this  method 
just  might  deliver  the  coup  de  grace  to  the  present  con- 
struction cost  insanity. 


KEEPING  AN  EYE  ON  THE  REGULATORS 


Ralph  Naders  collegiate  task  forces   this  summer  had 
much  to  say  about  the  failure  of  numerous  federal  regu- 
latory agencies  to  regulate  sufficiently  and  efficiently.  Those 
they  regulate  usually  have  a  quite  contrary  complaint. 
There  are  a  slew  of  regulatory  agencies: 
Atomic     Energy     Commission,     Civil    Aeronautics 
Board,      Federal      Communications      Commission, 
Federal    Deposit    Insurance    Corporation,    Federal 
Maritime  Commission,  Federal  Power  Commission, 
Federal  Reserve  System,  Federal  Trade  Commis- 
sion,   Interstate   Commerce    Commission,    National 
Labor    Relations    Board,    Securities    &    Exchange 
Commission. 
They   are   theoretically    independent   of   both   the   execu- 
tive and  the  legislative  branches  of  the  Government.  In 
most   every    instance    these    agencies    act    as    prosecutor, 


judge  and  jury  for  those  they  oversee. 

Under  such  circumstances  fairness  and  justice  don't 
always  result.  And  when  you  get  staffs-ful  of  freshly 
minted  lawyers,  equity  in  procedures  is  likely  to  play- 
second  fiddle  to  action,  particularly  headline-producing 
action. 

What  is  needed  to  represent  both  the  public  and  the 
regulated,  to  prevent  abuse  of  power,  is  one  or  several 
ombudsmen  (see  Forbes,  Dec.  1,  1966,  p.  17)  to  cast  a 
quick,  sharp  eye  at  practices  and  procedures,  ombudsmen 
to  whom  any  citizen  can  direct  a  complaint. 

It's  simply  impossible  for  any  President  or  Congress  to 
keep  an  eye  on  these  vast  bureaucracies.  They  are  needed. 
They  have  purpose.  They  have  weaknesses.  They  have 
extraordinary  power. 

They  should  be  subject  to  a  fair  man's  scrutiny. 
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JUST  PLAIN  DEPRESSING 


Fortunately,  more  and  more  people  are  getting  alarmed 
about  the  ravages  threatened  by  our  pollution  of  all  ele- 
ments in  our  environment. 

It  really  brings  you  up  sharp  when  the  Norwegian  ex- 
plorer, Thor  Heyerdahl,  says  the  most  impressive  thing 


about  his  recent  papyrus  boat  drift  across  the  Atlantic  was 
that  rarely  were  they  ever  out  of  sight  of  plastic  debris  and 
vast  areas  of  oily  muck. 

Imagine,  flotsam  and  jetsam  strewn  all  across  the  great 
Atlantic.  Depressing,  isn't  it. 


LET  LITTLE  BE  LITTLE 


The  other  evening  around  10  p.m.  we  were  finishing 
dinner  in  a  fine,  famed  San  Francisco  restaurant,  when  a 
relatively  young  parental  pair  came  in  with  their  three 
youngsters — two  girls  about  nine  and  seven,  and  a  boy 
of  about  five  or  six.  The  little  boy  had  on  long  pants 
and  a  bow  tie  and  the  girls  were  dressed  the  way  you'd 
think  middle  teeners  might  be — in  high  heels  and  so  forth. 

It  always  seems  to  me  such  a  waste,  such  a  missing  of 
the  point  when  parents  try  to  make  big  kids  out  of  little 
ones.   Dressing  a  five-year-old  to  look  like  a  25-year-old 


isn't  really  cute,  except  maybe  for  a  costume  party. 

Long  dresses  and  long  pants  and  high  heels  and  all  the 
rest  of  it  come  soon  enough.  There's  a  time — all  too  brief 
as  it  too  soon  becomes  apparent  to  parents — to  be  little; 
a  time  to  be  in  between;  a  time  to  be  a  teener;  a  time  to 
be  grown  up;  and  a  time  to  be  old. 

Let  each  have  its  season.  Rushing  anything,  including 
the  stages  of  life,  is  almost  always  a  mistake. 

Let  the  little  be  little. 

Old  comes  soon  enough. 


WHEN,   OH  WHEN,   MR.   VOLPE? 


Urban-suburban  transportation  chaos  daily  gets  chaosier 
and  chaosier.  The  opportunities  for  imaginative  leadership, 
for  beginning  to  tackle  the  problem,  are  limitless.  Yet  such 
solution-throttling  bodies  as  the  Port  of  New  York  Au- 
thority, the  federal  bureaucracies,  and  cement-headed 
highway  groups  continue  to  sit  lumpen.  Sooner  now,  rather 
than  later,  the  people  of  this  country  who  have  to  get 
from  one  place  to  another  and  who  still  need  living  spaces, 
are  going  to  knock  off  these  deadheads. 

In  New  Jersey,  tor  instance,  there  will  be  an  oppor- 
tunity this  fall.  The  Republican  candidate  for  Governor, 
Congressman  William  Cahill,  is  running  firmly  opposed 
to  polluting  another  huge  hunk  of  this  state's  living  space 
with  yet  another  old-style  airport.  He  makes  a  factually 
compelling  case  that  a  fourth  airport  isn't  needed,  that 
more   Sensible  scheduling  and  better  use  of  existing  air- 


ports will  solve  the  problem. 

He  wants  a  concentration  on  rapid  transit,  wherein  of 
course  lies  the  only  solution  for  getting  people  to  and  from 
work,  to  and  from  airports  that  can  no  longer  locate  in 
urban  heartlands.  His  Democratic  opponent  favors  more  of 
the  same  kind  of  thing  that  has  led  to  our  present  prob- 
lems. A  Cahill  victory  will  flash  a  signal  that  will  be  heard 
from  coast  to  coast  that  people  are  fed  up  with  the  present 
transportation  stalemate. 

As  the  National  Geographic  pointed  out  in  its  last  issue, 
Los  Angeles  has  paved  a  quarter  of  the  surface  in  its 
downtown  area  and  still  has  not  coped  with  the  people's 
transportation  needs.  Nationally,  we  have  paved  an  area 
bigger  than  the  State  of  Kentucky,  and  in  urbia-suburbia 
only  succeeded  so  far  in  accelerating  the  problem. 

What  an  opportunity  for  Mr.  Nixon  and  Mr.  Volpe! 


RESEARCHING 

Without  research  programs,  few  great  companies  could 
stay  with  or  ahead  of  the  competitive  parade.  In  good 
times  it  is  sometimes  a  temptation  to  think  more  dollars  for 
research  will  result  in  more  results,  more  profits.  But  as 
corporate  profits  taper,  longer  looks  are  being  given  to  re- 
search expenditures. 

Discussing  the  business  of  research,  Dillon  Read's  Fred- 
eric Brandi,  possessor  of  one  of  the  financial  community's 
most  astute  minds,  related   to  me  this  apropos  anecdote: 
"This    story    about    research    was    told    to    me 
by  Dr.  Kettering  who  had  heard  it  from  someone 
else.  I  do  not  know  who  originated  it  and  whether 
whoever  it  was  has  any  copyright  on  it,  but  it  goes 


RESEARCH 

something  like  this: 
"A  chemical  research  man  set  out  to  find  out  why 
people  became  inebriated  and  in  an  effort  to  find 
the  common  agent,  he  gave  different  people  Scotch 
and  soda,  rye  and  soda,  bourbon  and  soda,  gin  and 
soda  and  vodka  and  soda.  All  became  inebriated, 
and  he  determined  that  soda  was  the  common  in- 
gredient which  therefore  must  be  responsible  for 
their  condition." 

RIGHT? 

All  work  and  no  play  makes  jack. 

With  enough  jack,  Jack  needn't  be  a  dull  boy. 


-Malcolm  S.  Forbes, 

Editor-in-Chief 


<£> 


H& 
&!*, 


*s 


/v>- 


*>: 


.^ 


Why  did  our 
rail-highway  traffic 
grow  36.4  percent 

last  year? 


That's  nearly  372  times  the  national  increase. 

We  think  it's  because  containerization  Southern 
style  —  minus  highway  chassis  —  is  proving  to  be 
the  most  flexible  and  economical  way.  And  only 
Southern  has  so  much  equipment  (such  as  33 
overhead  cranes,  and  6  daily  all-piggyback 
trains)  to  make  containerization  work. 

We're  the  first  railroad  fully  committed  to 
containerization.  Because  it  squeezes 
waste  out  of  distribution.  Southern 
Railway  System,  Washington,  D.  C. 


LOOK  AHEAD   LOOK  SOUT 


Transco, 
the  gas  transmission  company, 

had  a  big-pipe  dream. 

We  started  20  years  ago  as  one  company  with  one  service.  Nat- 
ural gas  transmission.  We  are  still  one  company  with  one  service. 
Natural  gas  transmission. 
But  we're  now: 

■A  $1  -billion  -  plus  company  (with  a  new  plant  investment  ap- 
proaching half  a  billion  dollars  in  three  years). 

•  A  corporation  with  59,000  shareowners. 

•A  pipeline  system  that  totals  more  than  8,500  miles.  From 
Texas  through  the  mushrooming  Southeast  along  the  Atlantic  sea- 
board and  up  through  the  Northeast  megalopolis. 


By  pioneering  the  use  of  large-diameter  pipe,  we've  been  able 
to  deliver  gas  at  the  lowest  rates  in  Transco's  marketing  areas: 
The  densest  population  area  in  the  U.S.,  with  the  lowest  saturation 
in  the  use  of  gas. 

A  built-in  growth  potential.  For  Transco.  And  for  Transco's 
major  customers,  some  of  the  highest  rated  utility  companies  in 
the  country. 

Our  profitability  and  growth  records  are  among  the  best  in  the 

istry.  In  1968,  earnings  from  operations  rose  for  the  16th 
straight  year.  An  average  increase  of  12%  a  year  strictly  from  pipe- 
line operations. 

Will  we  continue  to  grow  without  acquisitions  or  mergers? 

Transco's  President,  James  B.  Henderson : 

"Our  decisions  not  to  diversify  are  based  on  the  principle  that  we 
put  our  funds  to  work  where  they  will  do  the  most  good  for  our  stock- 
holders. If  we  see  an  opportunity  to  do  better  than  we  have  been 
able  to  do  in  the  transportation  of  natural  gas,  we  will  consider  that 
proposal  seriously  and  without  prejudice." 

Transco,  the  gas  transmission  company  that  performs. 

Transcontinental  Gas  Pipe  Line  Corporation,  Houston,  Texas. 
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I  don't  know  how  much  you  mean  yet,  but  Forbes  says:         yes     no 
"Forbes  readers  don't  just  own  American  business. 
They  run  it."  That's  me  in  my  business. 


And  by  "run"  I  don't  just  mean  the  day-to-day  operation, 
but  the  long-range  planning  for  changing  times 
and  markets. 

Besides  having  the  power  to  plan  for  change,  my  mind 
is  wide  open  to  it.  For  example,  I  would  gladly  change  our 
thinking  about  conventional  warehouses  and  inventories 
...  if  somebody  could  show  us  a  better  way  to 
distribute  our  goods. 

Specifically,  if  TWA  MarketAir  could  show  me  how 
marketing  by  air  (rather  than  merely  shipping  by  air) 
could  reduce  costs  and  capital  expenditures  without 
affecting  our  customer  service  standards,  I'm  change- 
oriented  enough  to  give  TWA  MarketAir  a  try. 

4  YES  answers  and  you  are  indeed  a  bona  fide  Forbes  reader. 
You  also  should  beputting  in  a  bona  fide  collect  phone  call  to 
TWA*  Market  Airman  Ross  Angier  (21 2-557-381 6... or  write  him 
at  605  Third  Avenue,  New  York  10016).  He'll  explore  with  you 
the  relationship  of  all  your  distribution  functions  and  explain 
how  marketing  by  airmay  increase  your  distribution  efficiency. 


YES 

NO 

□ 

□ 

YES 

NO 

□ 

□ 

YES 

NO 

□ 

□ 

(TWA)  MARKETAIR 


•TWA's  registered  service  mark  for  its  world-wide  cargo  services. 
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Announcing 

the  end  of 

the  company  car. 


Used  to  be,  you  could  spot  the  company  car"  a  mile  away. 
was  always  the  most  PRACTICAL  car  within  forty  blocks.  It  fairly 
seked  with  ECONOMY  and  COMMON  SENSE.  Obviously  saving 
ioney  was  the  whole  point 

Then  a  few  people  wised  up.  All  of  a  sudden,  looking  good 
n  paper  wasn't  good  enough. 

Enter,  the  1970  Pontiac  Catalina.  From  now  on,  this  is  the 
i/ay  company  cars  are  going  to  be.  Handsomely  styled, 
mpressively  powered.  And  big  enough  to  make  half  a  dozen 
ull-sized  businessmen  comfortable. 

Inside,  there's  expanded  Morrokide  and  fabric  upholstery, 
vith  rich-looking  simulated  walnut  panels  on  the  dashboard.  The 
nstrument  panel  is  thickly  padded,  and  all  the  controls  are  placed 
ight  in  front  of  the  driver.  Even  the  engine  makes  good  sense.  It's  a 
550-cubic-inch.  255-hp,  regular-fuel  V-8 .  .*  strong  enough  to  keep 
hings  running  smoothly,  without  gobbling  a  lot  of  gas. 

But  here's  the  real  clincher.  The  1970  Catalina  costs 
ust  a  few  dollars  more  (and  in  some  cases  no  dollars 
Tiore)  than  less  handsomely  styled,  less  carefully 
appointed,  less  impressively  powered,  and  less 
:omfortably  sized  cars. 

Like  we  said ...  the  end  of  the  company 
Bar.  Pontiac  Catalina  for  1970.  This  is  the 
way  your  company  cars  are  going  to  be. 
Sooner  or  later. 

We  take  the  fun  of  driving  seriously. 

Pontiac's  new  Catalina 
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They  made  us 
a  sporting 
proposition. 


The  guys  who  invented  this  sporty 
little  buggy  knew  where  they  wanted 
to  go. 

So  they  designed  a  vehicle  that 
could  go  anywhere,  do  anything. 

But  getting  tires  that  could  scramble 
up  steep  hills,  crawl  over  rocks,  swim 
through  water,  and  churn  through  mud, 
sand  and  snow  was  guite  a  problem. 

The  tires  would  have  to  be  tough, 
but  extremely  light.  They  should  be 
soft  enough  to  give  a  comfortable  ride, 
and  have  enough  traction  to  work  on 
land  or  water. 

Several  companies  said  such  a  tire 
was  impossible  to  make. 

But  B.F.Goodrich  thought  it  could 
be  done. 

To  make  the  tire  tough,  we 
developed  a  special  rubber  compound. 
To  make  it  light,  we  did  away  with 
heavy  layers  of  plies,  and  bonded  the 
molded  construction  directly  to  the  hub. 
This  reduced  the  weight  of  the  tires, 
and  eliminated  the  weight  of  wheels. 

To  make  the  tires  flexible,  we 
designed  them  for  less  than  2  pounds 
of  air.  And  we  built  in  special  cleats 
to  give  extra  traction  on  land  and  to 
propel  the  vehicle  in  water. 

And  so  the  go-anywhere,  do-anything 
vehicle  became  possible.  All  because 
we  were  willing  to  take  a  customer's 
problem,  make  it  a  B.F.Goodrich 
problem,  and  go  all  out  to  solve  it. 


REGoodrich 


We  did  the 
impossible. 


Forbes 


Heads  You  Lose,  Tails...? 

Insurance  companies  are  moving  into  the  comput- 
er business.  Is  this  good  sense?  Or  costly  folly? 


The  like  insurance  industry  can't 
win.  First,  critics  say  it  is  stodgy  be- 
cause it  doesn't  diversify.  Then,  when 
it  does,  they  say  it's  buying  the  wrong 
thing*  and  overpaying. 

Two  major  insurance  companies  ,ui 
about  to  go  into  the  computer  busi- 
ness, Travelers  Corp.  through  offering 
to  buy  Randolph  Computer  Corp.,  a 
leasing  outfit  (for  close  to  $100  mil- 
lion in  stock'.  giant  Prudential 
through  offering  to  buy  713  oi  Skokie, 
lll.'s  Computer  Technology  Inc.,  a 
programming  company  I  foi  $80  mil- 
lion in  cash).  There's  nothing  more 
Forward-looking  than  computers,  so 
what  are  the  critics  carping  at   now? 

The  price.  They're  carping  at  the 
prices  paid  by  the  insurance  com- 
panies. Computer  Technology's  earn- 
ings in  the  latest  1  1  months  were  just 
•SI. 5  million,  v  et  Prudential  is  paving 
$80  million  for  Only  711  ol  it.  In  lam- 
ing Randolph,  Travelers  is  getting 
$4.7  million  in  earnings 

So.  Pru  would  pa\  about  70  times 
earnings.  Travelers  21. 

Randolph  Computer  is  all  of  four 
years  old.  Computer  Technology  is 
just  over  one  year  old. 

And  there  is  Randolph's  bookkeep- 
ing. Computer  leasing  companies  lease 
IBM  machines  and  depreciate  them 
over  a  ten-year  span.  IBM,  when  it 
leases  its  own  machines,  writes  them 
of!  in  tour  years.  So,  either  IBM  is 
supercautious  or  the  others  are  unreal- 
istic. Many  people  (Forbes,  July  IS, 


1968)  think  the  latter  is  true,  that  the 
computer  leasing  companies  are  over- 
stating their  profits,  counting  their 
thickens   before   they  are  hatched. 

An  even  bigger  problem:  The  real 
growth  is  not  going  to  be  in  leasing 
but  in  servicing  and  programming  the 
machines.  This  is  a  matter  of  people, 
not  of  assets,  and  computer  people  arc 
notorious  job-hoppers.  Can  staid  in- 
surance companies  provide  the  incen- 
tive and  the  atmosphere  to  attract 
and  keep  bright  computer  people? 
Maybe  yes,  maybe  no.  II  they  can't, 
the  insurance  companies  will  have 
little  to  show  for  their  huge-  outlays 
except  obsolete  computers  and  emptj 
organization  charts. 

The   fact   is   that    two   very   smart 

men  thought  that  these  computer 
companies  were  a  better  sale  than  a 
buy.  One  is  Dallas  entrepreneur  James 
].  Ling.  Computer  Technology  be- 
longs to  his  LTV  Aerospace  Corp.  and 
does  a  •substantial  part  of  its  business 
with  LTV  affiliates.  By  selling  Com- 
puter Technology,  Ling  will  get  a 
hefty  chunk  of  cash.  It  will  come 
in  handy  for  reducing  the  large  bur- 
den ol  short-term  debt  overhanging 
LTV.  On  the  other  hand,  because 
CT  has  little  in  the  way  of  assets  or 
of  earnings,  he  will  not  be  penalizing 
either  the  balance  sheet  or  the  earn- 
ings statement  of  LTV,  his  big  multi- 
company. 

The  sale  of  Randolph  Computer  is 
a   nice  deal    for    Chairman    John    M. 


Randolph  who  started  the  company 
with  $4.2  million  in  equity.  He,  the 
rest  ol  management  and  their  under- 
writer, Wertheim  &  Co.,  will  get  $9 
million  in  Travelers'  slock  for  shares 
that  originally  cost  just  over  $1  mil- 
lion. They  all  will  sleep  better  at 
night.  After  soaring  from  5  in  1966  to 
64  in  1968,  Randolph  Computer 
traded  as  low  as  18  this  year  on  the 
American  Stock  Exchange.  In  taking 
about  $39  worth  of  Travelers'  stock 
for  every  Randolph  share,  on  the  day 
the  deal  was  announced,  they  would 
have  come  out  with  twice  the  market 
price  of  their  stock.  And  they  will  get 
a  much   more  stable  stock. 

So,  what's  in  it  for  the  insurance 
companies?  That  remains  to  be  seen. 
But  their  wanting  to  get  into  com- 
puters is  logical:  For  too  many  years, 
insurance  men  feel,  entrepreneurs 
have  been  getting  rich  by  borrowing 
insurance  company  money  and  launch- 
ing new  enterprises.  A  bit  belatedly, 
insurance  men  have  decided  that 
since  they  are  putting  up  the  cash. 
they  might  as  well  have  some  equity, 
too.  Similar  motives  were  behind  the 
1968  purchase  of  Tsai  Management 
Corp.  by  CNA  Financial  Corp.  and 
the  Continental  Insurance  group's 
buying  37%  of  Diner's  Club  in  the  last 
two  years. 

But  two  questions  remain  in  all 
these  cases:  Are  the  insurance  com- 
panies paying  too  much?  And,  why 
did  they  wait  so  long?  ■ 
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Rising  Stars 


After  the  A/a  ska  bidding,  there's  a  new  name  to  reck- 
on with  in  the  oil  industry:  the  Hamilton  brothers. 


Oil  men,  money  men  and  the  in- 
evitable gaggle  of  the  world's  media 
gathered  last  month  in  Anchorage, 
Alaska,  but  the  atmosphere  was  more 
solemn  than  carnival.  It  was  the  so- 
lemnity that  attends  big  money.  For 
the  oil  men  had  come  from  all  over 
the  world  to  bid  on  leases  on  179 
tracts  of  land  in  Alaska's  oil-soaked 
North  Slope.  Among  them  were  two 
brothers  from  Denver,  Frederic  and 
Ferris  Hamilton. 

When  the  bidding  was  over,  the 
179  tracts  had  brought  in  close  to 
$1  billion,  a  record.  And  the  stars 
were  the  Hamiltons,  who  run  a  rel- 
atively obscure,  privately  held  com- 
pany, Hamilton  Brothers  Oil.  They 
had  outbid  everyone  for  ten  of  the 
leases.    On   one   tract,   they   had   bid 


$40.8  million,  the  sixth-highest  suc- 
cessful bid  of  the  day. 

No  one  in  the  oil  industry  was 
really  surprised,  because  the  Hamil- 
ton brothers  are  known  as  highly 
successful  wildcatters.  So  successful 
have  they  been,  in  fact,  that  in  the 
Alaska  bidding  they  were  acting  as 
syndicate  head  for  a  varying  group 
of  bidders  including  Continental  Oil, 
Cities  Service,  Sun  Oil,  Home  Oil, 
and  subsidiaries  of  the  Union  Pacific 
Railroad  and  Ashland  Oil  &  Refining. 

The  Hamiltons  come  from  a  family 
that  went  into  the  gas-transmission 
business  in  the  late  1800s  and  helped 
to  build  such  companies  as  Lone  Star 
Gas,  Columbia  Gas,  Northern  Natural 
Gas  and  Panhandle  Eastern.  But  they 
never  had  any  great  love  for  the  gas 


business:   They  preferred  the  excite- 
ment of  oil  wildcatting. 

After  attending  a  couple  of  colleges 
without  graduating  from  any  ("We're 
not  too  well  educated,"  admits  lean,. 
6-foot-5  Fred  Hamilton),  they  worked 
in  the  oil  fields  as  roustabouts  and 
roughnecks,  then  bought  a  drilling  rig 
and  went  into  business  for  them- 
selves. That  was  in  1949.  They  were 
.a  success  right  from  the  beginning, 
discovering  oil  and  gas  fields  in  the 
Texas  Panhandle,  offshore  Louisiana, 
Oklahoma,  the  North  Sea  and  Cana- 
da. Their  Canadian  find,  the  Edson 
field,  is  believed  to  be  the  largest 
remaining  recoverable  gas  reserve  in 
Canada. 

The  Hamiltons  are  no  rags-to- 
riches,  no  small-town-boy-makes-good 
story.  They  were  born  well-to-do  and 
had  family  money  to  finance  their 
early  ventures.  Moreover,  they  were 
brought  up  on  oil  talk  and  among 
oilmen.  Nevertheless,  they  could  not 
have  made   it   on  money   alone,   be- 


Pressure 

It's  bad  enough  to  lose  orders.  It's  worse  when  they  go  to  your 
biggest  rival  as  has  happened  to  Babcock  &  Wilcox  recently. 


No  businessman  suffers  lightly  the 
humiliation  of  losing  customers  to 
his  biggest  competitor,  which  may 
well  be  why  President  George  G.  Zipf 
of  $647-million  sales  Babcock  &  Wil- 
cox Co.  isn't  saying  much  these  days. 
Orders  B&W  was  working  on  are 
being  taken  away  and  placed  with 
Combustion  Engineering,  its  $664- 
million-in-sales  arch  rival  in  the  busi- 
ness of  making  nuclear  reactor  vessels. 
The  reason:  Babcock  &  Wilcox 
couldn't  deliver  on  time. 

B&W  hasn't  just  lost  business.  It 
has  created  new  competitors.  Nuclear 
reactor  vessels  are  essentially  huge 
steam  pots  in  which  nuclear  fuel 
creates  the  heat,  to  boil  the  water, 
that  causes  steam,  that  runs  turbines, 
to  produce  electricity  for  the  nation's 
electric  power  companies.  Only  a  few- 
American  shops  aic  capable  of  making 
these  65-foot-tall  boilers.  In  the  past, 
building  pressure  vessels  overseas  was 
considered  outlandish  because  of  the 
costs  of  shipping  the  600-ton  "steam 
kettles."  But  because  of  B&W's  pro- 
duction problems,  customers  have  not 
only  transferred  business  to  CE  and 
Chicago  Bridge  &  Iron,  but  to  Dutch, 
French  and  Japanese  companies,  too. 

New  York-based  B&W,  off  to  an 
early  start  in  nuclear  power,  got 
about  40%  of  its  1968  revenues  from 
building  steam  generating  equipment 
for    electric    utilities,    the    rest    from 


manufacturing  steel  tubing  and  re- 
fractories. In  the  mid-Sixties  it  tooled 
up  for  the  nuclear  power  boom  that 
was  bound  to  come.  It  became  the 
major  subcontractor  to  General  Elec- 
tric and  Westinghouse,  who  were 
then  selling  turnkey  (complete)  plants 
to  utility  companies  such  as  Common- 
wealth Edison  in  Chicago  and  Wis- 
consin Electric  Power.  To  build  these 
gigantic  nuclear  boilers,  B&W  built  a 
$25-million  Mount  Vernon,  Ind.  plant 
that  started  operating  in  1966. 

Farm   Country 

Unfortunately,  the  shop's  highly 
automated  machinery  all  too  often 
broke  down. 

In  addition,  B&W's  plant  ran  into 
labor  problems.  "That's  farm  country 
out  there,"  says  one  disgruntled  top 
utility  executive.  "It's  a  matter  of 
training  people  and  qualifying  them 
to  do  the  functions  that  need  to  be 
clone  running  these  machines,  and 
possibly  bestowing  on  these  people 
the  urge  to  work  instead  of  following 
their  habitual  independent  ways." 
To  make  things  worse,  labor  problems 
have  kept  the  plant  closed  down 
lor  65  days  since  it  was  opened 
in  1966.  By  January  1969,  all  of  the 
11  vessels  that  B&W  was  making  for 
utilities  and  the  21  it  had  sub-con- 
tracted  for  GE  and  Westinghouse 
were  behind  schedule. 


Boilers  for  nuclear-power 
plants  are  among  the  largest 
pieces  of  equipment  made 
by  U.S.  industry.  They  are 
shipped  by  water  because 
their  weight  would  burst 
the    pipes     under    highways. 


In  the  face  of  all  these  problems, 
B&W's  management  remained  cool 
and  confident.  Too  cool,  in  the  view 
of  some  customers.  For  the  delays 
were    proving   very   costly   to    them. 
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cause  there  is  no  shortage  oi  money 
available  to  smart  oil  men.  Oil  is  a 
business  where  you  don't  have  to  be 
rich:  only  smart.  The  Hamiltons 
soon  proved  that  they  were  smart. 
Smart  enough  to  take  on — and  some- 
times beat — the  giant  oil  companies. 
And  recently  they  began  attracting 
as  partners  some  very  sophisticated 
investors,  the  oirwise  Murchison  fam- 
ily prominently  among  them. 

Says  Fred  Hamilton:  "Our  only  ad- 
vantage is  to  keep  one  step  ahead. 
Sometimes  the  majors  help  us  because 
they  take  a  helluva  long  time  to  make 
up  their  minds.  Also,  you  have  to  be 
emotionally  and  financial!)  able  to 
put  S5  million  in  one  play.  Most  small 
companies    can't." 

Their  Own   Gome 

The  Hamiltons  used  this  strategy 
in  Alaska.  While  the  majors  were  con- 
centrating on  getting  well  data  south 
of  the  fault,  the  Hamiltons  went  north. 
Xo    major   oil   compan)    was    nimble 


enough  to  follow  suit.  Says  Fred  Ham- 
ilton,"That  made  us  the  only  company 
with  well  data  from  north  of  the 
fault.  Development  costs  to  our 
group,  including  geophysical  work, 
were  S8  million.  But  it  was  worth  it. 
Our  bidding  was  no  crystal-ball  act." 

Then,  too,  the  Halmiltons  have 
been  helped  by  the  inventive  ability 
of  brother  Ferris,  who  studied  en- 
gineering at  Princeton.  Several  years 
ago  lie  designed  a  drilling  rig  that 
can  be  transported  by  helicopter.  (He 
is  also,  incidentally,  a  helicopter 
pilot,  i  That  rig  was  valuable  to  the 
Hamiltons'  exploration  in  northern 
Canada,  where  muddy  roads  are  im- 
passable during  the  summer  months. 
"Several  major  companies  had  to  sit 
on  the  sidelines,  watching  us  until  the 
winter  freeze,     sa\s  Fred. 

The  Hamiltons  recently  organized 
a  publicly  held  company,  Hamilton 
Brothers  Petroleum,  traded  over  the 
counter;  thev  own  more  than  50%  of 
the   stock.   "The   onlv   reason   we   set 


up  the  public  company  is  so  we  could 
make  acquisitions,"  says  Fred.  "Cash 
isn't  enough  these  days." 

The  Hamiltons  are  already  thinking 
of  where  they'll  go  next  for  oil. 
"When  Alaska  is  self-supporting,  and 
I  don't  think  that  will  take  too  long," 
says  Fred,  "we'll  take  our  money 
elsewhere.  That's  how  we  grow." 

In  the  days  just  before  the  Alaska 
lease  bids  were  opened,  the  TV  com- 
mentators were  intrigued  by  a  mys- 
tery special  train,  nicknamed  the 
"Blue  Sky  Special,"  that  plied  be- 
tween Calgary  and  Edmonton.  It  was 
rented  by  the  Hamilton  brothers.  "It 
made  a  nice,  secret  meeting  place  for 
all  the  companies  in  our  group,"  says 
Fred  Hamilton.  "Nobody  could  dis- 
turb us  and  nobody  could  leave." 

Given  resourcefulness  like  that,  it's 
a  cinch  that  the  Hamiltons  will  not 
long  be  as  unknown  outside  their  in- 
dustry as  they  are  today.  In  fact,  they 
may  well  be  the  Jean  Paul  Gettys  and 
Armand  Hammers  of  the  1970s.  ■ 


The  reactor  vessel  is  onl)  •">'.  ol  a 
plant's  cost,  but  it  is  as  vital  as  tires 
are  to  an  automobile.  Without  it,  ol 
course,  a  plant  can't  run.  As  delays 
ised  early  this  year,  Westing- 
house  and  General  Electric  began 
calling  up  B&W  to  find  out  what  the 
trouble  was.  Westinghouse  became  so 

concerned  that  it  sent  a  team  ol  p<"- 

ple   to   help    B&W    out   of   its    trouble. 

It's  n  that  Westinghouse  ex- 

ecutives   were    less    than    delighted 

by   the   slow    manner    in    which    B&W 
followed  up  on  suggestions. 

Nevertheless,    Babcock    &    Wilcox 

continued  to  assure  the  customers  that 
things  would  be  straightened  out.  "It 
always  seemed  that  they  were  on  the 
verge  ol  a  solution,  but  it  just  didn't 
come  to  [)ass,'  sa\s  a  top  utility  ex- 
ecutive. He  adds,  measuring  his 
words:  The}  were  somewhat  slow 
in  realizing  the  magnitude  ol  their 
•problem." 

Last  Ma\.  Westinghouse  and  GE 
began  switching  most  of  their  work 
away  from  B&W.  CE  placed  two  ves- 
sels with  the  Japanese  and  three  with 
Chicago  Bridge  &  Iron.  Westinghouse 
sent  two  to  Rotterdam  Ship  Yards, 
two  to  SFAC  in  Fiance,  and  five  to 
Combustion    Engineering    (see    box). 

The  penalty  for  B&W,  which  has 
lost  an  estimated  $50  million  and 
45V  of  its  reactor  business  from  the 
switches,  is  bigger  than  mere  dollars. 
The  delays  have  already  caused  some 
utility  executives  to  lose  faith  in  nu- 
clear power.  As  one  puts  it,  "This 
is  a  highly  visible  industry."  If  there 
are  delays  or  power  shortages,  or 
cancellations    of    nuclear    plants    for 


coal-fired    ones,    the    public    is    bound 
to   notice. 

The  dollar  penalty,  however,  is 
painful  too.  B&W's  first  half  earnings 
have  taken  a  huge  ST;  dip.  Worse, 
in  the  second  quarter,  B&W  ran  its 
first  deficit  in  30  years.  To  make  thai 


hurt  more  painful,  Combustion  En- 
gineering's profits  were  up  20%  in  the 
first  quarter  and  14%  in  the  second 
quarter.  For  the  first  time  it  looks  as 
if  Combustion  Engineering  will  not 
only  surpass  B&W  in  sales  but  also  in 
earnings  lor  the  total  year.  ■ 


r 


DARK  HORSE  IN  THE  LEAD 


"\ 


Tin:  H\(  l.  started  in  the  mid-Six- 
ties  when  Babcock  &  Wilcox  was 
tooling  up  to  get  back  into  nuclear 
power,  and  Combustion  Engineer- 
ing was  also  preparing  to  re-enter 
the  field.  Like  B&W,  New  York- 
based  Combustion  Engineering  had 
temporarily  retreated  frdm  nuclear 
power  when  Westinghouse  and  GE 
moved  in  with  turnkej  projects. 
But  whereas  CE  moved  cautiously 
when  it  stepped  back  in  the  field 
in  1966,  B&W  re-entered  the  field 
by  building  an  entire  new  plant  in 
Mount  Vernon,  Ind.  CE  used  their 
existing  steam  generator  plants. 
B&W  sunk  its  money  into  sophis- 
ticated untried  highly-integrated 
machinery.  CE  put  its  money  on 
traditional  machinery.  Consequent- 
ly, one  huge  breakdown  couldn't 
put  CE's  plant  out  of  order.  Final- 
ly, because  CE's  major  plant  is 
located  in  Chattanooga,  Tenn., 
where  CE  long  has  had  an  estab- 
lished operation,  it  had  few  labor 
problems. 

But  if  CE's  entry  was  less  spec- 
tacular, it  was  no  less  substantial. 
Since  1965,  CE  has  spent  over  $40 


million  on  nuclear  facilities.  "We 
looked  at  the  same  approach  that 
B&W  took,"  says  CE's  vice  presi- 
dent of  the  Utility  division,  How- 
ard M.  Winterson,  "and  tried  to 
evaluate  its  productive  capacity. 
We  decided  not  to  take  it.  But  I 
don't  think  we  lost  any  important 
developments." 

Today  CE  is  not  only  building  its 
own  reactor  vessels  but  is  finishing 
others  started  by  B&W.  CE  began 
receiving  the  B&W7  uncompleted 
vessels  last  month,  and  now  CE 
engineers  are  crawling  over  them. 
With  the  additional  business,  CE 
now  has  17  more  units  on  order 
or  in   production   than   B&W. 

In  the  past  B&W  has  usually 
earned  more  dollars  but  CE  now 
has  pulled  ahead.  Since  1960  its 
return  on  equity  has  risen  from  6.5% 
to  a  high  of  16%  in  1967,  and  was 
12%  last  year.  In  the  meantime, 
B&W's  went  from  10.4%  in  1960  to 
13.5%  in  1966,  and  then  dropped 
to  9%  last  year.  But  Winterson  isn't 
gloating.  "It  isn't  a  good  thing," 
he  says,  "that  CE  has  to  take 
B&W7's  orders.  It  hurts  evervbodv." 


V. 
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The  Unfashionables 


When  dresses  go  out  of  fashion, 
many  women  throw  them  away. 
What  happens  when  stocks  become 
unfashionable?  You  can't  throw  them 
away,  but  you  can  mark  them  clown, 
way  down.  No  less  than  85  of  the 
stocks  listed  in  Forbes  Directory 
Issue  (May  15),  many  of  them  solid* 
blue  chips,  currently  sell  at  price/ 
earnings  ratio  of  10  or  less — in  a 
market  where  even  the  laggard  Dow- 
Jones  Industrials  command  14  times 
earnings. 

These,  the  current  unfashionables, 
make  an  impressive  list.  All  are  blue 
chips,  and  yet  all  sell  at  low  price/ 
earnings  ratios.  To  name  only  a  few: 
Asarco,  Anaconda,  Borg-Warner, 
Deere    &    Co.,    Ford    Motor,    Gen- 


BOTTOMING? 


The  price  of  the  30  stocks  on  the  Dow-Jones  Industrial  average  is  now  less  than  14times  earnings. 
It's  been  that  low  only  one  other  time  (1966)  in  this  decade. 
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eral  Tire.  Ingersoll-Rand.  Norfolk 
&  Western,  Royal  Dutch  Petroleum, 
Southern  Pacific.  Warner  &  Swasey. 
(For  (mother  viewpoint,  see  p.  87.) 

A  tew  of  these  companies  are  ac- 
tually under  a  cloud — conglomerates 
such  as  National  General  and  Gulf  6c 
Western,  defense  companies  such  as 
Lockheed.  The  copper  companies  have 
expropriation  troubles.  The  railroads 
have  labor  problems.  The  tobaccos 
have  cancer  trouble.  But  all  these 
companies  have  substantial  assets  and 
utial  earnings.  In  most  cases 
they  have  sound  management. 

Companies  actually  in  deep  trouble 
usually  have  no  earnings  or  very  low 
earnings,    so    they    probably    sell    at 


high,  not  low,  price  earnings  ratios. 
They  would  not  appear  on  a  list  like 
this.  The  great  bulk  of  these  com- 
panies listed  on  this  page  are  not  in  se- 
rious trouble,  just  out  of  fashion.  The 
bluest  of  blue  chips  in  some  indus- 
tries appear  on  this  list.  Railroads: 
Northern  Pacific,  Norfolk  &  Western, 
Southern,  Southern  Pacific.  Tobacco: 
American  Brands,  Reynolds.  Steels: 
Bethlehem,  Republic,  National.  De- 
and  aerospace:  Grumman, 
United  Aircraft.  Autos:  Ford,  Chrys- 
ler. Copper:  Anaconda,  Kennecott, 
Phelps  Dodge. 

Some    of    the    stocks    that    appear 

were,  not  so  long  ago,  glamour  stocks. 

i>  Data  Processing,  for  example. 


which  sold  at  43  times  earnings  (re- 
cent: 9);  or  Camble-Skogmo  (down 
from  24  to  8);  Texas-Gulf  Sulphur 
(down  from  43  to  10)  and  Occidental 
Petroleum  (down  from  25  to  9). 

Few  of  these  companies  are  in  any- 
thing like  serious  trouble,  and  all  have 
substantial  earnings.  So  what  is  the 
stock  market  saying,  in  marking  these 
stocks  so  far  below  the  rest  of  the 
market?  Why  are  they  selling  far  be- 
low the  best  prices  they  have  com- 
manded in  recent  years?  Simply  be- 
cause, for  one  reason  or  another, 
they  are  out  of  fashion.  It  is  well  to 
remember  this:  In  stocks,  unlike  wom- 
en's skirts,  styles  do  come  back,  not 
overnight  perhaps,  but  in  time.  ■ 


Marked  Down 


In  a  14-times-earnings  market,  these  stocks,  most  of  them  blue  chips  and  all  of 
them  listed  in  FORBES  Directory  Issue  (May  15),  sell  for  10  times  earnings  and 
less.  None  of  these  companies  is  shoddy  merchandise;  but  each  of  them,  for  one 
reason  or  another,  is  out  of  fashion  and  thus  marked  down  by  the  stock  market. 


1969 

1962-68 

1968-69 

Recent 

1969 

1962-68 

1968-69 

Recent 

Company' 

P  E   Ratic 

High-Lowt 

High  -  Low 

Price 

Company" 

PE  Ratio 

High-Lowf 

High  -  Low 

Price 

American  Brands 

10 

1410 

41%-30% 

33  y, 

Lowenstein  &  Sons 

9 

15-    8 

323/8-17 

23% 

American  Enka 

10 

17-   8 

40%-24 

273/4 

Marine  Midland  Banks 

10 

16-10 

453/4-303/4 

36 

American  Smelt.  &  Ref. 

9 

16-12 

49%-24% 

29% 

Martin   Marietta 

9 

17-11 

31%-173/4 

187s 

Anaconda 

5 

12-  7 

66% -27% 

28 

Massey-Ferguson^ 

9 

16-  8 

26%-15 

17% 

Armco  Steel 

10 

17-  8 

33'/8-22'/8 

28 

McDonnell  Douglas 

6 

NA 

59%-25 

253/4 

Avco 

8 

1410 

65     -23  3/4 

2678 

National  General 

9 

23-  7 

60%-183/4 

24% 

Bendix 

10 

15-11 

54% -35 

40% 

National  Steel 

10 

15-10 

567a-41  % 

43% 

Bethlehem  Steel 

9 

19-  8 

36%-28>/« 

29% 

N.Y.  State  Elec.  &  Gas 

10 

18-13 

433/4-30 

317s 

Borg-Warner 

10 

13-  9 

39>/2-25y4 

26 

Newberry,  J.J. 

10 

20-  9 

41%-25% 

25% 

Budd 

9 

26-  9 

37     -17 

18% 

Norfolk  &  Western 

10 

15-11 

118i/«-87y8 

88% 

Cerro 

6 

13-  6 

523/8-223/8 

24% 

Norris  Industries 

6 

14-  6 

33%-18% 

19% 

Chesapeake   &   Ohio 

10 

16-  9 

753/4-59'/8 

60 

Northern  Pacific  Ry. 

10 

15-10 

66     -42 

44 

Chrysler 

8 

11-  7 

723/4-35»/2 

37 

Northwestern  Steel 

10 

15-  6 

55%  -35 

55% 

Columbia  Gas  System 

10 

17-11 

32  7s -25% 

26% 

Occidental  Petroleum 

9 

25-14 

553/8-27% 

29% 

Consolidated  Nat.  Gas 

10 

19-11 

33     -26% 

27 

Olin  Mathieson 
Peoples  Gas 

10 
10 

15-10 

19-12 

48%-213/4 
43     -31% 

25% 

Continental  Oil 

10 

1712 

411/8-29% 

30% 

32% 

Cudahy 

9 

21-  6 

29%-12% 

13% 

Phelps  Dodge 

9 

14-  8 

553/4-293/4 

417s 

Cyprus  Mines 

9 

15-11 

62%-43% 

44% 

Public  Serv.  Elec.  &  Gas 

10 

19-13 

38    -28 

27% 

Dana 

10 

13-  8 

29     -21% 

22% 

Rapid-American 

9 

NA 

52%-18% 

21 

Deere  &  Co. 

10 

18-  9 

59%-36%. 

36% 

Republic  Steel 

9 

17-  7 

53  78 -37 

37% 

Dresser 

10 

14-10 

43%-24'/4 

2878 

Revere  Copper  &  Brass 

10 

17-  6 

40     -23 

23% 

ELTRA 

9 

19-  9 

503/4-25 

25% 

Reynolds  Tobacco 

10 

18-11 

50%-35% 

37% 

Ethyl  Corp. 

9 

17-  9 

413/8-24 

253/4 

Roan  Selection  Trusty 

4 

9-  4 

9%-  3% 

47s 

Ex-Cell-0 

9 

16-10 

41     -23% 

2378 

Rochester  Gas  &  Elec. 

10 

18-12 

34    -243/4 

25 

Ford   Motor 

9 

12-  8 

60%-41% 

453/4 

Royal  Dutch  Petroleum:): 

10 

13-  9 

567s-33% 

47% 

Gamble-Skogmo 

8 

24-  9 

40     -22% 

243/4 

St.  Joseph  Lead 

9 

28-  8 

38%-1978 

32% 

'Gardner-Denver 

10 

13-  9 

38%-20% 

29% 

St.  Louis  San  Fran.  Ry. 

8 

10-  7 

60     -40 

41% 

General    Bancshares 

8 

11-  8 

18     -10 

13% 

Signal  Companies 

10 

18-10 

4778-2678 

28% 

General  Dynamics 

7 

18-  5 

66     -23 

247s 

Smith,  A.O. 

7 

36-  7 

52%-32% 

39 

General  Tire  &  Rubber 

9 

21-  9 

363/4-17% 

18% 

Southern  Pacific 

8 

12-  9 

493/4-263/4 

33% 

Glen   Alden 

10 

22-  7 

207,-  83/8 

9 

Southern  Ry. 

7 

14-  9 

66     -44% 

45% 

Grumman 

9 

14-  7 

48%-24% 

26% 

Stevens,  J.P. 

8 

11-  9 

67     -41% 

43% 

Gulf  &  Western 

6 

21-12 

66i/8-19 

21% 

Studebaker-Worthington 

8 

NA 

72%-32% 

37% 

Harsco 

9 

12-  9 

28%-19% 

19% 

Tenneco 

10 

18-12 

323/4-24% 

25% 

Indian  Head 

10 
10 

15-  9 
17-11 

461/2-23V8 
58%-39 

273/4 
40 

Texas  Eastern  Trans. 

10 

17-11 

36%-213/4 

24 

Ingersoll-Rand 

Texas  Gulf  Sulphur 

10 

43-13 

497s-21 

23% 

Inland  Steel 

9 

13-  8 

42yg-30 

30 

Timken  Roller  Bearing 

10 

12-  9 

43%-32 

32% 

Interco 

10 

18-  9 

54i/2-293/4 

30% 

Unilever  NV,  N.Y4 

8 

14-  8 

39%-2678 

29% 

Kayser-Roth 

10 

14-10 

44     -27 

27% 

Uniroyal 

10 

19-12 

33%-20 

20% 

Kelsey-Hayes 

9 

12-  7 

57     -33 

39% 

United  Aircraft 

9 

20-12 

83%-433/4 

44% 

Kennecott  Copper 

8 

19-10 

55% -37 

39 

United  Merch.  &  Mfrs. 

6 

12-  7 

41     -26% 

27% 

KLM  Royal  Dutch  Air.J 

7 

12-  6 

85y8-44% 

533/4 

Universal  Leaf  Tobacco 

8 

10-  8 

363/4.25y8 

25% 

Leasco  Data  Processing 

9 

43-14 

57% -21 

24 

Warner  &  Swasey 

10 

11-  8 

56i/4-33% 

34% 

Lockheed  Aircraft 

7 

13-  9 

60%-23 

23% 

White  Motor 

10 

14-  8 

571/2-35% 

35% 

Louisville  &  Nashville 

8 

13-  6 

953/4-72% 

79% 

Recent  DJI  P/E  Ratio 

14 

"  NYSE  companies   ranked    in 

FORBES 

Directory    Issue 

(May    15.    1969) 

t  Based 

nn   average    P/E   ratio   for   each    year; 

Source:  The  Value  Line   Investment  Survey.     JNot  listed   in   FORBES   Directory   Issue 

because  company  is  foreign.     NA— 

-Not  Available. 

FORBES,  OCTOBER  1,  1969 


29 


WEATHER  FORECAST 

(  vnhnurd  tin  jnd  ■  wmtf 
Oi»n)>inf  wind>  N  W   10  S  E 


THE  DAILY  TRIBUNE 


SHTIONI  HEADLINES  IJNL1WIT    ,)COtP    lAJ^iHOADWAY   NEW  YOKK   NY    100>* 


NATION'S  LEADING  HEADLINES 


NEWSPAPERS'  DEATH 

KID  EXAGGERATED 


'Liveliest  corpse  we've 
seen  in  years/ doctors  say 


■  Cirt»  Still  Mirtiw 


Lord  Thomson  of  Fleet,  who  owns 
more  newspapers  than  anyone  else  in 
the  world,  173  in  all,  including  62 
daily,  weekly  and  Sunday  papers 
in  the  U.S.,  recently  was  asked 
why  he  keeps  buying  them  whenever 
and  wherever  he  can.  "Obviously," 
he  replied,  "because  there's  money 
in  then).  I'd  be  a  too] — wouldn't  I? — 
if  1  bought  them  for  any  other  reason."' 
He  was  reminded  that  nearly  all  the 
prophets  ol  the  electronic  age,  and 
especially  his  fellow  Canadian.  Mar- 
shall McLuhan,  insist  that  radio,  tel- 
evision. CATV,  communications  satel- 
lites, computers  and  other  electronic 
marvels  soon  to  come  are  making  the 
printed  word  obsolete.  Thomson, 
who,  at  75,  sometimes  forgets  that 
he's  now  a  peei  oi  the  realm  and  not 
just  plain  Roy  Thomson,  the  son  of 
a  Toronto  barber  and  a  chambermaid, 
snapped:  "McLuhan's  era/ — ."  Then 
he  caught  himself:  "No,  don't  say 
that.  Just  say  I  disagree  with  him." 

It  ma\   come  .is  a  surprise  to  many, 
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but  Lord  Thomson  unquestionably  has 
the  better  of  the  argument.  There  are, 
of  course,  ailing  newspapers;  there  are 
even  failing  newspapers.  Since  1920, 
the  number  of  dailies  in  the  U.S.  has 
declined  from  2,042  to  1,752.  And 
there  have  been  several  truly  spec- 
tacular deaths.  In  1967,  for  example, 
three  New  York  City  newspapers, 
the  Herald  Tribune,  the  World-Tele- 
gram and  the  evening  Journal-Ameri- 
can all  ended  publication  with  a 
whimper.  For  a  variet)  ol  reasons. 
including  insoluble  labor  problems, 
they  could  not  survive  even  by  con- 
solidating. 

Despite  the  prophets  of  the  elec- 
tronic age,  this  does  not  prove  that 
newspapers  are  a  dying  induStl)  but 
merely  that  sudden  death  is  a  fact  oi 
life  in  the  IS.  economy.  In  the  last  50 
years,  the  number  ol  auto  manufac- 
turers in  the  U.S.  has  dwindled  from 
300  to  lour,  but  nobody  would  call 
the  auto  industry  a  (King  one. 

Actually,  since  1915,  the  newspaper 


industry  has  been  remarkably  stable. 
There  were  1,749  dailies  in  the  U.S. 
then,  three  less  than  there  are  to- 
day. Of  course,  they  are  not  all  the 
same  dailies.  Papers  did  fail,  but  for 
every  one  that  failed  another  was  born. 

By  and  large,  the  newspapers  that 
failed  were  either  in  communities  too 
small  to  support  them  in  this  era  of 
constantly  rising  costs  or  else  in  cities 
like  New  York.  Boston,  Detroit  and 
San  Francisco,  where  the  middle 
class  has  been  leaving  for  the  sub- 
urbs. The  people  replacing  them  are, 
for  the  most  part,  the  poor  and  even 
the  indigent.  These  people,  naturally, 
are  not  an  ideal  target  for  advertisers. 
Moreover,  most  of  the  nation's  major 
cities  are  strong  union  towns,  where 
the  publishers  find  it  difficult  to  in- 
troduce labor-saving  machinery. 

( lharles  Gould,  publisher  of  the  San 
Francisco  Examiner,  believes  the  Ne- 
groes who  have  been  pouring  into  his 
city  eventually  will  become  a  new 
middle  class,  but  that  in  the  meantime 
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Without  a  Dime.  Lord  Thom- 
son started  his  newspaper 
empire  in  1934  by  purchasing 
a  small,  sickly  weekly  in  Tim- 
mins,  Canada,  called  The 
Press.  He  was  then  40— and 
dead  broke.  He  bought 
the  paper  with  promissory 
notes.  Besides  newspapers, 
his  empire  now  includes  TV 
stations,    airlines,    magazines. 


papers  like  his  will  continue  to  have 
troubles.  According  to  men  who  should 
know,  the  continuing  deca\  of  New- 
ark, N.J.,  was  among  the  reasons  for 
1 1  it-  collapse  ot  the  deal  under  which 
Time  Inc.  had  agreed  to  pay  about 
$30  million  for  the  Newark  Evening 
News.  Aftei  making  a  study  of  the 
city.  Time  Inc.  is  said  to  have  decided 
that  for  several  years  to  come  it  would 
not  be  the  best  of  all  possible  places 
to  run  a  newspaper. 

Meanwhile,  however,  suburbia  has 
been  flourishing.  That  is  where  the 
new  papers  are  being  started.  And 
that's  where  the  money  is.  At  the 
end  of  World  War  II,  the  population 
ol  Marin  County,  Calif.,  was  50,000. 
It's  now  more  than  200,000.  As  a  re- 
sult, the  circulation  of  the  San  Rafael 
Independent-journal  has  risen  from 
6,000  to  45,000.  Does  Publisher  Wish- 
ard  A.  Brown  have  problems?  Cer- , 
tainly.  "A  problem  for  us,"  he  says, 
"is  that  we  have  too  much  circula- 
tion and  our  circulation  is  too  effec- 
tive. People  respond  to  our  advertis- 
ing to  such  a  degree  that  advertisers 


don't  have  to  buy  as  much  advertis- 
ing." 

In  the  San  Fernando  Valley,  Mau- 
rice W.  Markham  publishes  the  Valley 
News  if  Green  Sheet.  In  1932,  when 
Markham  came  to  California  there 
were  6,000  families  living  in  and 
around  the  valley  center,  Van  Nuys. 
There  are  now  1.2  million  people  in 
the  valley.  The  paper,  which  appears 
four  times  a  week,  has  a  circulation 
of  258,043.  It's  what  is  called  "con- 
trolled circulation."  People  don't  have 
to  pay  for  it.  The  lack  of  circulation 
revenue  doesn't  bother  Markham. 
Last  year,  his  paper  carried  44  mil- 
lion lines  of  advertising;  18.4  million 
of  that  was  classified.  Markham  has 
all  kinds  of  special  rates,  but  his 
standard  rate  is  55  cents  a  line.  That's 
$24.2  million  in  advertising  revenue. 
He  spends  $4  million  a  year  on  news- 
print. If  newsprint  and  ink  represent 
25%  of  his  cost,  which  is  a  con- 
servative guess,  this  means  Markham 
must  be  earning  in  the  neighborhood 
of  $8  million  before  taxes. 

A  Lively  Corpse 

The  fact  is  that,  on  the  whole,  the 
newspaper  industry  has  never  been 
healthier,  not  even  in  the  heyday  of 
Joseph  Pulitzer  and  William  Randolph 
Hearst.  Advertising  revenues  and  cir- 
culation are  increasing.  Net  income  in 
recent  years  has  represented  a  far 
greater  return  on  revenues  than  those 
in  other  manufacturing  industries. 

This,  it  must  be  admitted,  appears 
to  defy  all  reason.  Why  should  anyone 
want  to  advertise  his  products  in  a 
static  black-and-white  newspaper  ad- 
vertisement when  he  can  advertise 
them  on  television  in  living  color  with 
sound  and  action?  Why  should  anyone 
whef  has  seen  Neil  Armstrong  take  his 
first,  hesitant  steps  on  the  moon  want 
to  read  about  it  the  next  day? 

Look  at  the  statistics: 

Since  1949,  television  advertising 
revenues  have  risen  from  a  paltry 
$57.8  million  to  $3.2  billion  last  year. 
This  is  a  sensational  increase.  Surely, 
TV  must  have  cut  into  newspaper  ad- 
vertising revenues. 

Look  again:  Newspaper  advertising 
revenues  have  risen,  too,  from  $1.9 
billion  to  $5.3  billion;  and,  as  the 
chart  shows  (sec  chart,  p.  32),  this 
rise  has  almost  exactly  paralleled  the 
rise  in  TV  revenue.  Newspaper  adver- 
tising revenue  today  is  almost  as 
great  as  television,  radio  and  maga- 
zine advertising  revenues  combined. 

Meanwhile,  circulation  has  been 
increasing,  too,  from  51  million  in 
1946  to  62.5  million  last  year.  The 
population  has  expanded  more  rapidly, 
but  this,  as  Jon  G.  Udell,  director  of 
the   Bureau   of  Business   Research  & 


The  Indispensable  Men.  No 

computer  can  ever  replace 
the  people  who  write  and 
edit  newspapers.  On  the 
average  paper  with  a  circula- 
tion of  about  50,000,  they  ac- 
count for  18.8%  of  the  costs. 


Service  of  the  University  of  Wisconsin, 
pointed  out  in  a  recent  study  "does 
not  provide  a  fair  and  meaningful 
comparison  because  babies  and  small 
children  do  not  read  newspapers." 
The  market  for  newspapers,  says 
Udell,  is  concentrated  almost  entirely 
in  the  population  between  the  ages  of 
21  to  65.  And  the  rise  in  newspaper 
circulation  has  exceeded  the  growth 
in  that  segment  of  the  population. 

The  rise  in  newspaper  advertising 
naturally  has  made  newspapers  fatter. 
Daily  newspapers  published  an  aver- 
age of  27  pages  in  1946.  In  1968  they 
published  an  average  of  55  pages. 
This  has  led  to  an  extraordinary  rise 
in  the  amount  of  newsprint  con- 
sumed, from  approximately  4  million 
tons  in  1946  to  more  than  9.2  million 
tons  last  year.  Employment  inevitably 
has  increased,  too.  In  1946,  according 
to  Stewart  R.  Macdonald,  manager  of 
the  Newspaper  Information  Service  of 
the  American  Newspaper  Publishers 
Association,  U.S.  dailies  employed 
248,000  people.  By  1968,  newspaper 
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employment  had  grown  to  363,000,  a 
463   increase. 

It's  a  pretty  lively  corpse. 

Most  newspapers  in  the  U.S.  are 
privately  owned;  in  fact,  most  news- 
paper publishers  are  the  sons  and  even 
the  grandsons  of  newspaper  publish- 
ers. It's  a  family  business.  Since  these 
publishers  don't  issue  annual  reports, 
it's  almost  impossible  to  figure  out 
just  how  profitable  are  the  news- 
papers they  own.  What  is  more,  most 
publishers  of  privately  owned  news- 
papers habitually  cry  poverty.  And, 
even  when  they  admit  to  making 
profits,  they  grumble.  James  S.  Cop- 
ley, who  runs  a  chain  of  14  dailies 
based  in  San  Diego,  Calif.,  recently 
was  asked:  "Can  the  publisher  of 
a  small-town  newspaper  make  as 
high  a  return  on  his  investment  as  he 
would,  say,  if  he  put  his  money  into 
a  savings  and  loan  account?"  S&Ls  in 
California  now  pay  5.25%.  Copley  re- 
plied: "That's  going  to  vary  from  mar- 
ket to  market,  but  generally  I'd  say 
he  could  make  more  money  else- 
where." Robert  Letts  Jones,  president 


of  the  Copley  Newspapers,  interject- 
ed: "To  us,  newspapering  isn't  just 
money."  Copley  resumed:  "In  some 
towns  it  would  be  possible  to  make  as 
much  from  newspapering  as  from  put- 
ting the  money  into  an  S&L,  in  South- 
ern California  especially." 

Copley  and  Jones  are  typical  of 
those  publishers  who  run  privately 
owned  newspapers.  They  insist  they're 
just  getting  along.  And,  typically, 
when  asked  for  the  kind  of  figures  that 
every  publicly  owned  corporation  sup- 
plies as  a  matter  of  course,  they  refuse 
to  give  them.  "I'm  afraid  we're  not 
going  to  be  very  cooperative  with  you 
[in  supplying  figures],  to  be  very 
honest  with  you,"  Jones  said  when 
pressed  for  them.  Across  the  conti- 
nent, in  Allentown,  Pa.,  Donald  P. 
Miller,  who,  with  his  family,  owns  90% 
of  the  company  that  publishes  The 
Morning  Call,  the  Evening  Chronicle 
and  the  Sunday  Call-Chronicle,  burst 
out  laughing.  "I  don't  even  tell  my 
stockholders  the  kind  of  figures  you're 
asking  for,"  he  said.  "I  have  twenty- 
seven   of   them.    All   I   ever   tell   'em 
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is  that  we  did  very  good  or  that  we 
didn't  do  quite  as  good  as  I'd  hoped." 

Characteristically,  the  publishers, 
who  constantly  talk  about  "the  pub- 
lic's right  to  know,"  bar  their  own  re- 
porters from  the  annual  conventions 
of  the  ANPA. 

Despite  this,  there  is  ample  evi- 
dence that  newspapers,  Copley's  in- 
cluded, are  a  far  better  investment 
than  an  S&L  account.  One  is  the 
annual  studies  that  Editor  &■  Pub- 
lisher, the  weekly  newsmagazine  of 
the  newspaper  industry,  makes  of 
medium-sized  dailies  and  of  dailies 
with  a  circulation  of  250,000  or  more. 

Some  Hard  Figures 

These  studies  are  based  on  top- 
secret  reports  from  the  newspapers 
themselves.  Examine  the  last  statistical 
analysis  of  what  EirP  calls  the  "me- 
dium-city newspaper:" 

In  1968,  this  newspaper  had  a  cir- 
culation of  53,800,  up  from  37,000 
in  1958,  an  increase  of  45%  in  ten 
years.  It  had  revenues  of  $3.7  million 
from  advertising,  up  $294,200  from 
1967,  and  revenues  from  circulation  of 
$1.2  million,  up  $30,400.  Total  rev- 
enues in  1968:  $4.9  million,  an  in- 
crease over  1967  of  $324,600. 

Operating  expenses  in  1968 
amounted  to  $3.5  million,  $131,300 
more  than  in  1967.  Operating  profit 
was  $1.4  million  vs.  $1.2  million,  a 
very  nice  28.6%.  Profit  after  taxes  was 
$660,900,  an  increase  of  5.6%  over 
the  year  before.  In  other  words,  EirP's 
medium-city  newspaper  netted  close 
to  14%  on  revenues. 

Since  the  publishers  of  privately 
owned  newspapers  are  so  passionately 
secretive,  there's  no  way  of  knowing 
what  the  medium-city  paper  returned 
on  stockholders'  equity. 

EirP's  study  of  newspapers  with  a 
circulation  of  250,000  or  more  is 
equally  revealing.  On  the  average  last 
year,  they  had  revenues  of  $16.5  mil- 
lion. This  study  does  not  disclose  what 
the  operating  profit  was  or  what  the 
newspapers  paid  in  taxes,  but  it  does 
reveal  how  much  they  made  after 
taxes.  It  was  $3.7  million,  22.4%  of 
revenues. 

In  contrast,  according  to  a  study 
made  by  the  First  National  City  Bank, 
the  average  net  profit  on  revenues 
for  all  manufacturing  industries  last 
year  was  5.8%.  Even  the  drug  industry 
netted  only  9.5%  on  revenues. 

Another  indication  of  how  profit- 
able newspapers  can  be  comes  from 
the  annual  reports  of  those  news- 
papers that  are  publicly  owned.  Lord 
Thomson's  newspapers  in  the  U.S.  and 
Canada  are  run  by  a  company  in  his 
empire  called  Thomson  Newspapers 
Ltd.  Last  year,  they  had  revenues  of 
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Nebraska  has  room 
for  company. 
How  about  yours? 


Sure  we  have  our  open  spaces,  tall  corn 
and  prize  beef,  but  we  have  much  more. 
And  we'd  be  happy  to  include  you  in. 


LOWEST  ELECTRIC  RATES 
IN   MIDLANDS 

Industrial  power  rates  are  the  lowest  in  the 
midlands  and  among  the  lowest  in  the  na- 
tion. Omaha  Public  Power  District  serves 
a  5,000-square-mile  area  with  plenty  of  de- 
veloped industrial  sites  and  cost-saving 
electricity. 


TRANSPORTATION  CENTER 

All-inclusive  transportation  is  a  key 
point  with  many  of  the  major  mar- 
kets only  an  overnight  shipment 
away.  By  air  Omaha  is  just  21/2 
hours  to  either  coast.  And  there's 
even  187  miles  of  barge  frontage  on 
the  Missouri. 


LABOR  WILLING  TO  WORK 

Labor  is  dependable,  willing  and 
able  to  work.  People  are  arj.-oriented 
so  they  know  what  a  day's  work 
means.  Studies  show  that  the  work 
force  has  a  better-than-average  ca- 
pacity for  technical  comprehension, 
learns  new  skills  quickly  and  adapts 
readily  to  change.  AREA  DEVEL- 
OPMENT magazine,  July  1969,  re- 
lates the  favorable  labor-manage- 
ment climate  experienced  by  Con- 
trol Data  Corporation. 


ROOM  FOR  EXPANSION 

Raw  land  or  fully  developed  indus- 
trial parks  are  available  for  immedi- 
ate occupancy  in  the  OPPD  service 
area.  And  you'll  be  pleasantly  sur- 
prised by  the  moderate  price. 


GREAT  PLACE 

TO  LIVE  AND  LEARN 

An  educational  atmosphere  exists 
with  11  vocational  schools  and  the 
largest  of  the  26  Nebraska  colleges 
and  universities  close  at  hand. 

Living  is  friendly  and  healthy.  It's  a 
fact,  Nebraskans  live  longer.  You 
can  save  up  to  an  hour  in  commut- 
ing to  work. 


We've  got  room  for  company 
and  we'd  like  to  have  yours. 


NAME_ 


I 

1 
I 

OMAHA  PUBLIC  POWER  DISTRICT 

1623  Harney  Street 

Omaha,  Nebraska  68102 


Area  Development  Department,  OPPD, 

1623  Harney  Street,  Omaha,  Nebraska  68102.  '  no 

Please  send  more  information  about  Omaha-Southeast  Nebraska., 


ADDRESS- 


CITY_ 


STATE. 


.ZIP 
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Irrepressible  Cost.  One  cost  papers  can't  control  is  the  cost  of  newsprint 
and  ink.   On  the   average   medium   city  paper,   it's    17.9%    of   all   costs. 


$92.9  million.  Operating  profit  was 
$28.7  million,  31%.  After  depreciation, 
interest  on  long-term  debt,  income 
taxes  and  similar  costs,  Thomson 
Newspapers  Ltd.  netted  $9.1  million, 
9.8%  of  revenues.  It  returned  16.9%  on 
stockholders'  equity,  ' 

No  wonder  Lord  Thomson  doesn't 
take  Marshall  McLuhan  very  seriously. 

Media  General  Inc.  owns  news- 
papers in  Richmond,  Va.,  Tampa, 
Fla.,  and  Winston-Salem,  N.C.  Before 
it  bought  the  Winston-Salem  news- 
papers last  June,  it  was  known  as 
Richmond  Newspapers  Inc.  In  1968, 
it  had  revenues  of  $44  million,  up 
from  $40.6  million  in  1967.  Operating 
profit:  $7.4  million,  up  from  $6  mil- 
lion. Earnings  after  taxes:  $2.4  mil- 
lion, up  from  $2.1  million,  5.4%  of 
revenues.  Stockholders'  return  on 
equity:  14.8% 

The  Gannett  Story 

The  Gannett  newspaper  chain  has 
nothing  to  sob  about,  either.  Gannett 
Co.,  Inc.  owns  newspapers  in  25  cities 
and  towns,  mostly  in  New  York  State 
but  also  in  Connecticut,  Florida,  Illi- 
nois and  New  Jersey. 

Gannett  went  public  in  December 
1968.  Its  first  annual  report  shows  that, 
in  1968,  revenues  from  circulation 
amounted  to  $31  million,  up  from 
$28.1  million  in  1967  and  $20.6  mil- 
lion in  1964.  Advertising  revenue  was 
$84.2  million,  up  from  $74.5  million 
in  1967  and  $53.1  million  in  1964. 
Total  revenues:  $115.2  million,  an  in- 
crease of  12%  over  1967,  56%  over 
1964. 

In  addition  to  its  newspapers,  Gan- 
nett has  several  minor  properties. 
These  brought  the  company's  revenues 
to  $123.7  million  in  1968,  as  com- 
pared with  $111  million  in  1967  ami 
$80.5  million  in  1964.  Earnings  after 
taxes  were  $8.6  million  vs.  $7.4  mil- 


lion in  1967  and  $5.6  million  in  1964. 

Now  consider  the  Times  Mirror  Co. 
Unlike  the  Gannett  newspapers,  the 
Times  Mirror  Co.  derives  quite  a  bit 
of  its  revenues  from  non-newspaper 
enterprises,  56%.  However,  half  the 
earnings   come   from   its   newspapers. 

In  1968,  the  Times  Mirror  Co.  had 
revenues  of  $352.7  million  vs.  $313.2 
million  the  year  before;  operating  in- 
come of  $45.8  million  vs.  $37  million; 
earnings  after  taxes  of  $24.2  million 
vs.  $20.8  million.  Its  return  on  stock- 
holders' equity  was  15%. 

It's  a  Rare  Day 

Perhaps  the  best  indication  of  how 
profitable  newspapers  are  is  this:  Try 
to  buy  one.  It's  not  completely  im- 
possible. Newspapers  do  change  hands, 
but,  considering  the  size  of  the  indus- 
try, rarely.  In  December  1968,  Walter 
B.  Kerr,  formerly  president  of  the 
Santa  Fe  New  Mexican,  published  a 
study  of  just  how  many  had  changed 
hands  in  the  preceding  year.  The 
grand  total:  37  of  the  nation's  1,749 
dailies.  In  the  first  ten  months  of  1968, 
only  18  changed  hands.  Of  these 
55  papers,  eight  had  circulations  of 
less  than  5,000;  13  were  in  the  5,000 
to  10,000  bracket;  17  in  the  10,000  to 
25,000  bracket;  and  14  in  the  25,000 
to  50,000  bracket.  "Only  three  of  the 
243  papers  in  the  U.S.  with  sales  of 
more  than  50,000  to  more  than  500,- 
000  were  sold  in  this  two-year  period." 
Kerr  reported.  This,  he  said,  was  not 
because  of  a  lack  of  would-be  buyers 
but  "because  .  .  .  few  of  the  medium- 
to-large  enterprises  are  for  sale." 

George  Romano  and  his  partner, 
Vincent  J.  Manno,  are  two  of  the  lead- 
ing newspaper  brokers  in  the  U.S. 
Romano  says:  "We  have  a  dozen  buy- 
ers for  every  seller.  We've  gone  as 
long  as  a  year  without  closing  a  deal. 
No  one  has  to  put  up  a  'For  Sale'  sign. 


People  will  come  knocking  on  his  [the 
seller's]  door  anyway." 

This  is  confirmed  by  Markham, 
"who  publishes  the  San  Fernando 
Valley  Times.  "Buyers  keep  coming 
from  ^11  over,"  he  says.  "We  even 
had  two  fellows  from  London."  Rep- 
resenting Lord  Thomson?  "Could  be. 
I  give,  them  all  the  same  answer, 
'It's  not  on  the  market.'  " 

What's  a  Paper  Worth? 

How  does  one  evaluate  the  worth  of 
a  newspaper?  Everyone  agrees:  There's 
absolutely  no  way  of  doing  so.  One 
Eastern  publisher,  when  asked  how 
much  he  thought  his  paper  was  worth, 
answered:  "How  much  do  you  think 
your  wife  is  worth?"  Another  Eastern 
publisher,  who  permits  his  executives 
to  buy  stock  in  the  paper  which  they 
must  sell  back  to  him  when  they 
leave,  was  asked  how  much  he  pays 
for  it  when  he  buys  it  back.  He  recited 
a  formula  complicated  enough  to 
make  a  nuclear  physicist's  mind  reel. 
Just  as  the  questioner  had  figured  out 
that  he  pays  roughly  25  times  earn- 
ings, he  added:  "Of  course,  the  stock 
really  is  worth  a  helluva  lot  more.  If 
I  ever  decided  to  sell,  and  I  can't 
imagine  why  I  would,  I'd  ask  a  hel- 
luva lot  more." 

Says  Edward  D.  Miller,  son  of  Don- 
ald P.  Miller  of  the  Call-Chronicle 
newspapers  of  Allentown,  Pa.:  "You 
know,  at  conventions  of  the  ANPA, 
publishers  constantly  discuss  this  prob- 
lem of  how  to  determine  the  value  of 
a  newspaper.  My  brother-in-law  is  a 
naval  architect.  He  once  sent  my 
father  the  formula  naval  architects  use 
when  they're  planning  a  yawl.  My 
father  had  copies  made.  At  the  next 
ANPA  convention,  whenever  anyone 
brought  up  the  problem,  he  said,  'I 
have  a  formula,'  and  he  gave  them  a 
copy  of  the  formula  for  planning  a 
yawl.  You'd  be  surprised  how  many 
of  them  studied  it  seriously." 

"In  figuring  out  how  much  a  news- 
paper is  worth,"  says  George  Romano, 
"you  have  to  consider  a  lot  of  things — 
not  merely  revenues  and  earnings.  You 
can  have  two  papers  with  exactly  the 
same  circulation,  revenues  and  earn- 
ings. One  will  be  worth  twice  as  much 
as  the  other.  You  have  to  look  at  ths 
plant.  Will  it  take  a  lot  of  money  to 
modernize  it?  You  have  to  look  at  the 
market.  What  kind  of  people  read  the 
paper?  Is  the  market  growing?  You 
have  to  look  at  the  competition.  Is 
there  any?  How  strong?" 

A  paper  in  Florida,  says  Romano, 
may  be  worth  as  much  as  30%  more 
than  a  paper  in  Southern  California 
with  roughly  the  same  circulation,  rev- 
enues and  earnings.  This,  he  explains, 
is  because  cities  and  towns  in  South- 
ern California  are  so  close  together, 
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Cadillac  presents 

the  Spirit 
of  the  Seventies 


5 


*ch  of  the  eleven  brilliant  new  1970  Cadillac  models  is  styled  to  reflect  the  quality  of  life  in  the  spirited  seventies.  Their 
riking  new  beauty  suggests  the  tempo  of  people  on  the  move.  Richly  tailored  appointments  and  refinements  welcome 
)u  to  a  new  era  of  Cadillac  elegance.  And  the  dramatic  Eldorado,  with  its  exclusive  new  8.2  litre  V-8  engine  (more  than 
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Bank  of  America 

has  a  man-on-the-spot 

in  Bangkok. 


When  a  Japanese  firm  needed  a  site  for 
its  Thailand  plant,  our  man-on-the-spot 
helped  close  the  deal.  When  a 
conglomerate  in  Hawaii  needed  advice 
on  investments,  our  man  quickly  came  up 
with  all  necessary  information  about 
registration,  exchange  regulations  and 
repatriation  of  dividends.  And  when 


another  U.S.  company  was  looking 
for  partners  in  Thailand,  our  man 
prepared  credit  reports  and  arranged 
introductions.  Extraordinary 
assignments  ?  Not  at  all.  Knowing  all 
there  is  to  know  about  Thailand 
is  part  of  his  job.  It  comes  with  the 
territory. 


And  Culver  City. 


When  a  Southern  California  electronics 
firm  was  looking  for  a  foreign  acquisition 
he  found  just  the  right  company  to  buy  out. 
When  a  Northern  California  lumber 
company  was  searching  for  a  president, 
our  man  found  the  man  for  the  job.  And 

Chulalongkorn  University,  Bangkok 


when  a  plastic  bag  manufacturer  wanted 
to  lease  machinery,  we  arranged  it — and 
helped  triple  the  company's  sales.  How 
about  you  ?  If  your  company  could  use  some 
of  this  on-the-spot  service,  call  us.  In  Asia. 
Or  the  Americas.  Or  anywhere  in  between. 
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BANK  OF  AMERICA— SAN  FRANCISCO,  LOS  ANGELES,  NEW  YORK.  Over  1000  branches  in  California  and  around  the  world  including:  Amsterdam 
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a  paper  in  one  town  may  have  to  com- 
pete with  a  paper  in  another  just  a 
few  miles  away.  In  Florida,  cities  arc 
Farther  apart. 

Publishers  usually  are  in  a  position 
to  bid  far  more  for  a  newspaper  than 
non-publishers.  In  part,  this  is  because 
they  know  the  business  and  can  hope 
to  make  considerably  more  from  the 
newspaper  than  someone  who  still  lias 
to  learn  it.  The  newspaper  they  seek, 
moreover,  may  fit  in  with  the  proper- 
ties they  already  own;  by  purchasing 
it,  they  may  be  able  to  establish  a 
monopoly  of  a  circulation  area.  Most 
important  of  all,  buying  other  news- 
papers is  a  waj  for  publishers  to  re- 
tain earnings  without  paying  excess 
profit  taxes;  the  tax  laws  view  it  as 
a  legitimate  form  of  expansion  and 
therefore  publishers  can  use  retained 
earnings  for  this  purpose. 

Almost  invariably,  therefore,  when 
■i  newspaper  changes  hands  it  goes  to 
another  publisher.  That  is  why  news- 
paper chains  are  growing.  Almost 
half  the  newspapers  in  the  U.S.  are 
now  owned   by   chains. 

Up   in   the   Sky 

From  the  few  hard-and-fast  statis- 
tics that  have  become  public,  news- 
papers seem  to  sell  usually  for  about 
twice  revenues,  that  is,  £6P'.s  typical 
medium-city  newspaper  should  be 
worth  about  810  million.  However, 
there  are  papers  that  have  gone  for 
three  and  ever   four  times  revenues. 

One  of  the  most  recent  purchases 
was  by  Multimedia  Inc.  ol  Greenville, 
S.C.,  a  compan)  that  recently  went 
public  and,  therefore,  had  to  reveal 
the  price.  Multimedia  paid  $18  million 
For  the  morning,  evening  and  Sunday 
papers  in  Montgomery,  Ala.  In  l 
these  papers  had  revenues  of  approxi- 
mately $6  million,  which  means  that 
Multimedia  paid  approximate!)  three 
times  rev  (Mines. 

In  1064.  the  Times  Mirror  Co 
bought  the  morning,  evening  and 
weekend  papers  in  San  Bernardino. 
Calif.  (It  later  was  ordered  by  the 
courts   to  divest    itself   of  them).   The 


papers  had  total  revenues  of  about 
$7  million;  the  Times  Mirror  Co.  paid 
$15  million  for  them,  slightly  more 
than   twice  revenues. 

Publisher  Wishard  Brown  of  the 
San  Rafael  Independent-Journal  says 
he  knows  of  a  paper  roughly  in  the 
same  class  as  his  that  sold  four  years 
ago  for  $12  million.  Brown's  paper 
last  year  had  revenues  of  $4.5  mil- 
lion. Assuming  that  four  years  ago 
the  paper  he's  talking  about  had  rev- 
enues of  $4  million,  this  means  it 
went  for  three  times  revenues.  Brown 
says:  "The  price  some  papers  are 
going  for,  regardless  of  what  price  I 
put  on  mine,  somebody  would  pay  it." 

Some  newspaper  prices  are,  indeed, 
way  up  in  the  sky.  In  1967,  Sam 
Newhouse  paid  more  than  $51  million 
for  91%  of  the  Cleveland  Plain  Dealer, 
a  paper  with  a  circulation  of  409,000 
daily  and  545,000  Sunday,  which,  ac- 
cording to  one  informed  source,  Otis 
Chandler,  vice  chairman  of  the  board 
of  the  Times  Mirror  Co.,  has  never 
earned  more  than  $1.6  million  after 
taxes.  On  this  basis,  the  Plain  Dealer 
brought  32  times  earnings.  That  same 
year,  Lord  Thomson  paid  $72  million 
for  12  dailies  owned  by  the  Brush- 
Moore  chain.  The  papers  had  a  total 
circulation  of  364,235,  which  means 
he  paid   almost   $200  per   reader. 

Last  month,  the  Times  Mirror  Co. 
made  even  Newhouse  seem  conserva- 
tive. It  agreed  to  pay  $91.5  million  in 
stock  for  the  Dallas  Times  Herald 
and  its  TV,  AM  and  FM  stations.  The 
paper  has  a  circulation  of  216,209 
dailj  and  256,250  Sunday,  less  both 
daily  and  Sunday  than  the  Dallas 
Wirv 

There  is  a  reason  for  these  prices: 

Quite  aside  from  their  profitability, 
newspapers  have  the  economic  vir- 
tue of  scarcity:  As  the  chains  gobble 
up  more  and  more  ol  them,  there 
will  be  fewer  and  fewer  lor  sale. 
and  scarcitj  gives  things  a  value  far 
beyond  reason.  (Says  a  publisher:  "Is 
a  Fifth  of  whisky  worth  $50?  When  I 
was  in  the  Marine  Corps  in  World 
War  II.  1  once  paid  a  seaman  $50  foi 


a  fifth.  That's  what  scarcity  means.") 
In  all  probability,  this  scarcity  even- 
tually will  result  in  a  rise  in  the  num- 
ber of  newspapers  in  the  U.S.  Some- 
times, starting  a  newspaper  will  prove 
the  only  alternative  to  buying  one. 
This  too,  can  be  horrendously  expen- 
sive: The  Suffolk  Sun  was  launched 
three  years  ago  in  suburban  Long 
Island  by  Cowles  Communications, 
publishers  of  Look  and  Family  Circle, 
among  other  properties.  The  losses 
have  run  into  the  millions,  putting 
Cowles  in  the  red.  Says  the  Sun's 
editor,  Cortland  Anderson:  "What 
Cowles  Communications  Inc.  actually 
is  doing  in  Suffolk  County  is  buying 
a  newspaper  by  starting  one."  Why 
go  to  all  the  trouble?  Answers  Editor 
Anderson:  "Newspapers  can  be  in- 
credible moneymakers." 

How  much  it  costs  to  start  a  news- 
paper like  how  much  it  costs  to  buy 
a  newspaper  outright,  depends  on  a 
variety  of  factors.  In  1966,  Gannett, 
which  already  owned  two  evening 
newspapers  in  the  Cape  Kennedy. 
Fla.,  area,  the  Cocoa  Tribune  and  the 
Titusville  Star-Advocate,  decided  to 
start  a  morning  and  Sunday  news- 
paper, as  well.  Called  Today,  it  went 
into  the  black  in  less  than  three  years. 
How  much  it  cost  Gannett  while  it 
was  going  into  the  black  isn't  possible 
to  determine,  since  the  company  pub- 
lishes only  a  consolidated  statement. 
However,  the  cost  did  not  keep  the 
company  from  increasing  earnings  all 
through'  1966,  1967  and^  1968. 

What  It  Costs 

In  contrast,  Cowles'  Sun  has  been 
an  extremely  costly  venture.  How 
costly,  Gardner  (Mike)  Cowles  re- 
fuses to  reveal,  but  his  annual  reports 
give  a  clue.  In  1967,  Cowles  Com- 
munications went  from  a  profit  of  $3.8 
million  to  a  loss  of  $3.4  million  and 
the  report  admits:  "Expenses  incurred 
in  launching  and  developing  the  Suf- 
folk Sun  .  .  .  are  responsible  for  the 
largest  share  of  the  loss."  In  1968,  the 
company  managed  to  cut  the  deficit  to 
S972.000  and  the  report  says:  "With- 
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Modern  Times.  Until  re- 
cently, only  newspapers  with 
offset  press  like  the  Cottrell 
845  (below)  have  been  able 
to  use  cold  type  without  go- 
ing through  an  expensive 
make-ready  process.  Now, 
W.  R.  Grace  has  developed 
what  it  calls  a  Letterflex 
printing  plate  (above),  which 
makes  it  easy  to  use  cold 
type       on       letter       presses. 


out  the  losses  of  the  Suffolk  Sun. 
the  company  would  have  operated 
profitably  in  1968." 

According  to  Anderson,  the  losses 
are  continuing.  They  are  growing  less 
and  less  each  month,  but  he  does  not 
believe  the  paper  will  go  into  the 
black  until  1971  or  1972.  Of  course, 
he  says,  when  it  does,  it  will  start 
printing  money. 

The  difference  between  the  over- 
night success  of  Gannett's  Today  and 
the  long,  painful,  expensive  struggle 
that  Cowles'  Sun  must  go  through  be- 
fore it  becomes  a  money-maker  can  be 
explained  in  one  word:  monopoly. 
With  the  Tribune,  the  Star-Advocate 
and  Today,  Gannett  has  what  amounts 
to  a  morning,  evening  and  Sunday 
monopoly    in    the    rich    and    growing 


Gape  Kennedy  area.  Cowles  has  no 
monopoly,  and  must  fight  two  news- 
papers, one  published  in  adjoining 
Nassau  County,  the  other  in  Queens 
County.  Both  were  circulating  in 
Suffolk  County  long  before  he 
dreamed  of  starting  the  Sun:  News- 
day,  by  far  the  most  successful  sub- 
urban daily  in  the  U.S.,  a  paper  that 
ranks  with  the  leading  metropolitan 
papers,  and  the  Long  Island  Press, 
which  has  the  resources  of  the  re- 
doubtable Samuel  I.  Newhouse  be- 
hind  it.   Newhouse  owns  a  chain  of 

22  newspapers  with  a  total  circula- 
tion of  about  7  million. 

Monopoly  is  the  key  to  profitability 
in  the  newspaper  industry  generally. 
The  industry  today  is  healthier  than 
evei  before  precisely  because  the 
number  of  newspapers  in  the  U.S. 
declined  from  1920  through  1945.  It 
left  the  industry  what  William  Loeb, 
the  maverick  right-winger,  who  pub- 
lishes the  Manchester,  N.H.,  Union- 
Leader,  calls  "an  unregulated  public 
utility."  In  most  communities,  one  pub- 
lisher owns  all  the  dailies  in  the  coun- 
ty. Elsewhere,  one  publisher  may  own 
the  » moming  paper  while  another 
owns  the  evening  paper;  they  com- 
pete but  they  do  not  compete  head- 
on.  In  many  of  these  communities, 
the  morning  and  evening  papers 
have  agreements  under  which  they 
publish  in  the  same  plant  and  use 
the   same    trucks    for   distribution.    In 

23  localities,  they  sell  advertising 
jointly  and  even  pool  profits. 

In  many  cases,  these  monopolies 
extend  far  beyond  the  cities  where 
the  newspapers  are  published.  Gan- 
nett's monopoly  extends  for  100 
miles  in  every  direction  from  Cape 
Kennedy.  Media  General's  Richmond, 
Va.,  newspapers  blanket  40  counties. 
The  Allentown,  Pa.,  Call-Chronicle 
Co.'s  newspapers  blanket  nine  coun- 
ties. Loeb  has  the  only  Sunday  paper 
in  the  whole  state  of  Xew  Hampshire. 

Many  newspaper  publishers,  though 
not  all,  hate  that  word,  "monopoly." 
Says  Don  Miller:  "What  monopoly? 
Why,  the  Philadelphia  Inquirer  comes 
into  my  circulation  area,  and  so  does 


the  New  York  Times.  I  have  radio 
and  television  stations  competing 
with  me,  and  the  weeklies  are  tough 
competition,  too." 

Such  talk  cannot  be  taken  serious- 
ly. And  the  reason  is  the  very  same 
reason  the  newspaper  industry  has 
been  able  to  prosper  despite  the  mir- 
acles of  the  electronic  age.  They  serve 
a  purpose  no  other  medium  can. 

Certainly,  TV  can  show  a  firefight 
taking  place  in  Vietnam.  It  can  bring 
the  sound  of  gunfire  and  the  cries  of 
the  dying  into  the  living  room.  No 
newspaper  can  do  that,  but  what  the 
newspaper  can  do — and  does — is 
print  a  picture  of  Mrs.  Jones'  boy 
under  the  headline,  "PFC.  JAMES 
JONES  AWARDED  BRONZE 
STAR."  The  networks  can't.  Certainly, 
TV  can  show  President  Nixon  being 
acclaimed  in  Bucharest,  but  can  it 
report  that  Mrs.  Smith  has  been 
elected  head  of  the  garden  club?  The 
newspapers  can. 

What  is  true  of  news  reporting  is 
equally  true  of  advertising.  How  can 
TV  possibly  advertise  "Jobs  Wanted" 
and  "Help  Wanted?"  Yet,  what  could 
be  more  important? 

Facing  the  Enemy 

In  simple  fact,  the  only  real  com- 
petition metropolitan  newspapers  have 
comes  from  suburban  newspapers;  the 
only  real  competitors  small-city  news- 
papers have  are  the  surrounding 
weeklies.  And  both  the  metropolitan 
newspapers  and  the  small-city  news- 
papers have  been  meeting  this  chal- 
lenge. They  are  buying  suburban 
newspapers;  they  are  publishing 
special  editions  that  can  compete 
with  the  weeklies  both  in  specialized 
news  and  in  advertising;  they  are 
publishing  weekly  inserts  geared  to  a 
particular  community  as  part  of  their 
regular  editions. 

The  most  dramatic  example  of  how 
a  newspaper  can  meet  the  challenge 
of  suburban  competition  is  offered  by 
the  Los  Angeles  Times.  Los  Angeles 
is,  of  course,  a  city  of  suburbs.  One 
of  them  is  Orange  County,  where  the 
Times  has  been  facing  heavy  compe- 
tition from  the  Santa  Ana  Register, 
the  Anaheim  Bulletin  and  the  Garden 
Grove  Evening  News.  In  February 
1968,  at  a  cost  of  $8.4  million,  the 
rimes  launched  a  special  Orange 
County  edition.  Says  Publisher  Otis 
Chandler:  "We  took  the  basic  skeleton 
of  the  Times,  keeping  the  regional, 
state  and  national  news  but  stripping 
out  the  strictly  LA  city  and  county 
news,  and  we  put  in  Orange  County 
news  and  advertising.  And  not  in  a 
separate  section  or  tack-on  pages  but 
in  logical  sequence  in  the  paper. 

"Results:  January  1968  vs.  January 
1969:    Daily   circulation    is   up    11.5% 
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in  Orange  County,  Sunday,  7.1S 

Ad  revenues,  the  entire  year  ol  1967 

os.  the  entire  year  of  1968,  were  up 

Profitable  as  newspapers  are  today. 
the  chances  are  they  will  be  more 
profitable  still  in  the  years  to  come. 
I'oi  the)  are  discovering  the  20th 
Century.  For  one  tiling,  they  have 
learned  tltat  electronics  can  he  added 
to  printing  to  make  the  manufacture 
ol  newspapers  more  efficient  and  less 
expensive.  Says  Charles  Hamilton,  a 
veteran  newspaper  editor  who  is  now 
assistant  to  Alan  S.  Donnahoe.  presi- 
dent ol  Media  General  Inc.:  "Until 
about  I960,  1  used  to  put  newspapers 
in  the  same  class  as  (lie  railroads;  the) 
were  just  as  much  opposed  to  innova- 
tion. In  the  years  since,  however,  there 
lias  been  more  technological  change  in 
diis   industry  than   in  an)    other." 

\  \e\\  Yorker,  visiting  the  Rich- 
mond. \  a.,  plant,  cannot  help  but 
agree.  Journalistically,  die  \'<  w  York 
Times  may  be  the  greatest  newspapei 
in  the  U.S.  it  not  in  the  world:  tech- 
nologically, in  large  part  because  of 
union  resistance  to  change,  it's  far 
behind  many  in  smallei  cities.  Tele- 
type machines  that  were  operated  by 
hand  are  swiftly  being  replaced  by 
teletype  machines  operated  by  com- 
puters: \  man  punches  a  tape;  the 
computer  justifies  the  lines  (that  is. 
makes  them  come  out  even)  and  hy- 
phenates the  words  when  necessar) 
The  machine  just  rattles  along,  setting 
the  stor)  much  taster  than  a  human 
being  can. 

The  Richmond  papers  set  ads  in 
what  is  called  "cold  type."  \gain.  a 
man    punches    a    tape:    the    computer 


docs  the  rest,  and  the  story  conies 
out  not  in  metal  but  in  a  photograph, 
which  can  then  be  pasted  on  a  page. 

What  one  finds  in  the  Richmond 
plant,  he  also  finds  in  the  plant  of 
llu  (all-Chronicle  newspapers  in  Al- 
len town.  Pa.  Everywhere  he  turns, 
he  sees  other  technological  develop- 
ments as  well.  The  technological 
changes  are  coming  with  such  rapid- 
ity, moreover,  that,  just  the  other  day, 
taking  a  visitor  through  his  plant,  Don 
Miller  pointed  to  a  computer  standing 
against  the  wall.  "We're  not  using  it 
any  longer,"  he  said.  "We  got  it  only 
lour  years  ago  hut  it's  already  obso- 
lete." 

One  of  the  most  modern  plants  in 
the  U.S.  is  Copley's  in  Sacramento, 
("alii.  Copley's  Sacramento  Union 
uses  computerized  photocomposition 
— cold  type — not  only  tor  advertising 
hut  lor  editorial  matter,  as  well.  It's 
able  to.  because,  unlike  the  Richmond 
and  Allentown  newspapers,  the  Union 
has   oflset    presses,    not    letter   presses. 

Even  the  Union's  plant  will,  in  the 
Unseeable  future,  be  made  obsolete 
In  such  new  developments  as  electro- 
optical  scanners  and  electrostatic 
print-out  devices.  That  will  bring 
printing  into  the  electronic  age  with 
a  vengeance. 

Along  with  the  virtues  ot  techno- 
logical development  the  newspapei 
industry  also  has  discovered  the  vir- 
tues of  public  ownership.  Although 
most  newspapers  still  are  privately 
owned,  an  increasing  number  are 
going  public.  Says  David  A.  Dear  ot 
Dear  Publications  c\  Radio,  a  chain 
ol  small  dailies  and  radio  stations: 
\\  ere  still  a  family-owned  company. 


r 


■UP  IN  A  DOWN  MARKET 


"\ 


Fob  Mir  past  two  years,  Donald  P. 
Miller  of  the  Call-Chronicle  Co., 
which  is  Family-owned,  has  been 
investing  his  reserves  in  the-  slock 
ol  publicl)  owned  newspapers.  He 
savs:  'They're  just  as  Liquid  as 
Treasuries  and  i  good  deal  better." 
His  portfolio  now  includes  the  New 
York  Tim,  y,  tin  Gannett  newspa- 
pers. Media  General  Capitol  Cities 
Broadcasting  (whic  owns  the 
Fairchild  newspapers),  Corinthian 
Broadcasting,  the  Times  Mirror 
Co.,  the  Knight  newspapers,  the 
Lee  newspapers  and  Dow-Jones.  It 
represents    a     total     investment    ol 

$277,800 

The  other  morning,  sitting  in  his 
office  in  Allentown.  Pa..  Miller  did 
some  quick  calculating  on  a  ma- 
chine- behind  his  desk.  "Since  w  e 
Started  buying  these  newspaper 
stneks."    he    said,    "the    market    has 


gone  down  about  2()'<.  Qui  news 
paper  stocks  are  now  worth  $302.- 
600,  which  means  they're  up  8.9%." 
Miller  has  been  wise  in  his 
choice  of  newspaper  stocks.  Not  all 
of  them  managed  to  rise  in  a  de- 
clining market.  Since  Jan.  1.  Covvles 
Communications  has  taken  a  bad 
fall,  41%,  largely  because  ol  the 
cost  ot  launching  the  Suffolk  Sun. 
The  Boston  Herald-Traveller  has 
tared  even  worse.  Loss  of  its  TV 
License  drove  the  company's  stock 
down  55%.  On  the  other  hand. 
Miller's  basic  point  is  right:  News- 
paper stocks  generally  have  been 
going  up  despite  the  11.5?  decline 
ot  the  market  this  year.  Recent 
quotations  showed  the  New  York 
Times  up  7J  since  Jan.  1;  the 
Knight  newspapers,  28%;  the  Times 
Mirroi     I  Media   General. 

20      Dow-Jones,    • 


J 


but  there's  no  doubt  about  it:  The 
whole  trend  in  this  industry  is  toward 
public  ownership."  One  reason  is  the 
problem  of  inheritance  taxes.  An- 
other, savs  Chairman  Tennant  Bryan 
ot  Media  General,  "is  tlie  fact  that 
families  have  a  tendency  to  prolifer- 
ate. \'ou  take  a  newspaper  owned 
by  the  same  family  for  three  genera- 
tions. Just  think  of  how  many  de- 
scendants there  are.  Ownersliip  and 
control  have  become  so  fragmented 
that  going  public  is  a  necessity."  A 
third  reason  is  the  expansion  of  the 
chains:  This  requires  more  money 
than  many  of  them  have;  the  stock 
market  is  the  place  to  get  it. 

Media  General's  Alan  Donnahoe 
believes  that  "public  ownership  even- 
tually is  going  to  give  us  more  profit- 
able newspapers  because  stockholders 
won't  stand  for  the  sloppiness  and 
inefficiency  of  some  publishers  who 
are  now  answerable  to  nobody  but 
themselves." 

The   Bane   of  Labor 

The  newspaper  industry  does,  of 
course,  have  problems.  In  the  larger 
cities,  the  labor  unions  have  been  a 
perennial  problem,  for  they  have 
resisted  technological  change.  Tlie 
Antitrust  division  of  the  Justice  De- 
partment is  a  major  problem,  too,  for 
it  has  become  increasingly  concerned 
about  the  lack  of  competition  in  the 
industry.  It  has  won  a  court  decree 
against  an  agreement  by  the  morning 
and  evening  newspapers  in  Tucson, 
Ariz.,  to  operate  jointly,  sell  advertis- 
ing jointly  and  pool  profits.  This  could 
destroy  similar  agreements  in  22 
other  cities.  Justice  has  fought  the 
purchase  of  competing  suburban 
dailies  by  metropolitan  papers  and  has 
also  attempted  to  make  a  publisher 
divest  himself  of  the  radio  and  TV 
stations  he  owns  if  his  papers  are  a 
monopoly. 

The  department  also  has  filed  suit 
to  limit  the  area  in  which  a  syndicate 
can  give  a  newspaper  exclusive  rights 
to  comic  strips  and  features. 

Quite  aside  from  this,  newspapers 
are  extremely  sensitive  to  ups  and 
downs  in  the  economy.  If  tliere  is  a 
recession,  the  industry  will  go  into  a 
decline.  If  the  city  in  which  a  news- 
paper is  published  begins  to  decay, 
so  will  the  paper.  Chains  are  sup- 
posed to  alleviate  this  problem,  be- 
cause,  while  one1  city  decays,  another 
in  which  the  chain  has  a  paper  may 
bloom.  Some  publishers,  notably  the 
rimes  Mirror  Co.,  also  have  been 
seeking  the  classic  way  out — diversi- 
fication. 

Problems?  Every  industry  has 
problems.  It  can  stand  a  few  ot  them 
when  it's  as  profitable  as  the  news- 
paper industry.  ■ 
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We  just 

got  into  print. 


One  of  the  world's  major 
manufacturers  of 
printing  equipment, 
Miehle-Goss-Dexter, 
has  joined 

North  American  Rockwell. 
Longtime  leader  in  its  field, 
Miehle-Goss-Dexter  builds 
high-speed  precision  presses 
for  newspapers,  magazines, 
commercial  print  shops, 
along  with  bindery  and  paper 
mill  equipment.  (Quite  likely, 


the  ad  you're  reading  now 
was  printed  on  an  MGD  press.) 
Besides  its  products 
for  the  publishing  industry, 
MGD  brings  fine  credentials 
in  other  lines:  presses 
and  machinery  for  the  folding 
carton  industry,  metal 
handling  equipment, 
pneumatic  systems,  motor 
and  electronic  controls. 
As  a  manufacturer  of 
sophisticated  hardware, 


this  new  subsidiary  of 
North  American  Rockwell 
will  share  in  the  technology 
transfer  within  our  company. 
Our  19  businesses,  making 
over  100  product  lines, 
have  a  strong  commonality. 
In  related  technology. 
In  past  successes. 
In  growth  potential. 
Our  newest  subsidiary  fits  the 
future  we've  designed 
for  ourselves. 


* 


North  American  Rockwell 


RCA  Telephone? 


RCA  has  taken  a  small,  little-noticed  step  into  the  telephone 
business.  It  could  be  a  clue  to  some  big  expansion  plans. 


In  1966  RCA  Corp.,  then  still  known 
as  Radio  Coip.  of  America,  bought 
Random  House,  the  book  publisher. 
A  year  later  it  bought  Hertz  Corp., 
the  leading  car-rental  company.  Earlier 
this  year  the  company  had  its  eye  on 
St.  Regis  Paper  Co. 

The  pattern  is  quite  clear,  even 
though  the  St.  Regis  deal  fell  through. 
RCA's  once  booming  color-TV  busi- 
ness and  its  big  defense  business  have 
leveled  off.  So  President  Robert  W. 
Sarnoff,  who  took  over  RCA's  chief 
executive  role  from  his  father  David 
nearly  two  years  ago,  is  diversifying — 
changing  the  electronics  company's 
famous  old  name  last  spring  is  just 
the  outward  trappings  of  the  new, 
broader  package. 

Sarnoff's  next  big  diversification 
may  revolve  around  Alaska.  No,  Sar- 
noff isn't  going  into  oil.  What  he  is 
going  into  is  the  telephone  business. 

Last  June  President  Nixon  approved 
RCA's  bid — over  those  of  General 
Telephone  &  Electronics  Corp.,  Con- 
tinental Telephone  Co.  and  Universal 
Telephone  Co. — to  buy  Alaska's  long- 


distance telephone  system,  which  has 
been  operated  by  the  military  since 
1900.  The  price:'  $28  million  plus  a 
promise  to  spend  that  much  again  to 
expand  and  improve  what  is  now  a 
maddeningly  ineffectual  system. 

RCA  won't  say  so,  but  this  venture 
could  lead  to  a  worldwide  expansion 
into  the  phone  business.  The  company 
already  has  agreed  to  buy  another 
telephone  outfit,  Tropical  Radio  Tele- 
graph Co.,  which  operates  in  Central 
America.  This  purchase,  from  United 
Fruit  Co.  for  about  $6.1  million  in 
RCA  stock,  still  needs  Federal  Com- 
munications Commission  approval. 

Unlike  car  rentals  and  paper,  the 
telephone  business  is  a  related  diver- 
sification for  RCA.  Its  RCA  Global 
Communications  subsidiary  has  had 
two  small  phone  operations — Guam 
and  the  Philippines — for  years,  and 
voice  communications  are  an  impor- 
tant part  of  its  overseas  message 
business,  now  an  $80-million-a-year 
business  and  growing  between  15!? 
and  20%  annually. 

Perhaps  most  important,  telephone 


Black  Gold.  The  1896  Gold  Rush  brought  long-distance  telephone  service 
to  Alaska.  The  1968  Oil  Rush  made  it  imperative  that  the  system's  military 
operators  sell  it  to  a  company  with  the  money  and  talent  to  develop  it. 


companies  are  regulated  monopolies. 
Acquisitions  in  this  area  aren't  likely 
to  be  challenged  on  antitrust  grounds, 
whereas  RCA  acquisitions  in  practi- 
cally any  other  area  might  be — under 
the  government's  emerging  antitrust 
policy — simply  because  of  the  com- 
pany's size. 

Small    but  .  .  . 

• .  What  RCA  is  buying  is  small 
change  (in  Alaska  annual  revenues 
of  about  $30  million)  for  a  com- 
pany its  size  (1968  sales:  $3.1  bil- 
lion). But  Howard  R.  Hawkins,  presi- 
dent of  RCA  Global  Communications, 
which  will  take  over  the  Alaskan  sys- 
tem by  next  July,  has  big  plans. 

"We  anticipate  that  this  business 
will  grow  rapidly  in  the  next  few 
years,"  he  says.  "All  the  activity  up  on 
the  North  Slope  is  increasing  require- 
ments for  communications.  Other  in- 
dustrial activities  are  growing  in  Alas- 
ka too — lumber,  fishing,  tourism.  An- 
chorage has  become  quite  an  inter- 
national crossroads  for  aircraft  flying 
from  Asia  to  Europe." 

Hawkins  will  try  to  squeeze  as 
much  business  out  of  this  growth  as  he 
can.  He  will  reduce  rates  on  intrastate 
phone  calls  by  an  average  of  about 
40%  and  on  interstate  calls  by  an 
average  of  about  29%.  This,  he  says, 
will  bring  the  Alaska  rates  in  line  with 
those  charged  in  the  lower  48  states. 
It  also  will  make  it  difficult  for  the 
system  to  show  a  profit  until  volume 
increases  substantially. 

Might  Hawkins  try  to  add  to  his 
volume  by  buying  some  or  all  of  the 
20  or  so  local  telephone  companies 
now  operating  in  Alaska?  "It's  always 
possible,"  he  says.  There  are  several 
other  intriguing  possibilities  for  RCA's 
telephone  business. 

The  company  could  bin  other 
foreign  operations.  Or  it  could  expand 
in  the  United  States  by  buying  one  of 
the  smaller  phone  systems  like  Conti- 
nental or  United  Utilities.  Or  it  could 
buy  any  number  of  the  1,500  still-in- 
dependent small  companies  in  the 
U.S.  and  form  its  own  system.  Per- 
haps, too,  RCA  might  start  manufac- 
turing telephone  equipment.  Since 
many  foreign  telephone  systems  are 
owned  by  governments,  this  might  be 
the  best  way  to  participate  in  tele- 
phone growth  in  some  areas.  And,  of 
course,  the  bulk  of  RCA's  experience 
is  still  in  the  manufacturing  of  com- 
munications equipment. 

Hawkins,  a  lawyer  by  trade,  cau- 
tiously refuses  to  be  drawn  into  such 
speculation.  "The  opportunities  in 
Alaska  alone  were  sufficient!)  favor- 
able to  justify  our  entry  into  the  busi- 
ness," he  says.  "The  extent  to  which 
we  went  beyond  that  into  other  areas 
would  depend  on  the  opportunities."  i 
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dex  I  sends  or  receives  documents  any  where-in  1  to  6  minutes. 


Dex  I— your  Decision  EXpediter— is  a  revolutionary  new 
way  to  speed  business  decisions. 

It  quietly  changes  all  or  part  of  a  graphic  document 
into  electronic  signals,  sends  them  over  telephone  lines 
and  reproduces  them  on  another  unit  at  the  other  end. 
.  It's  faster  than  a  letter.  More  accurate  than  a  phone 
call.  More  reliable  than  a  messenger.  And  more  econom- 
ical than  a  telegram. 

You  can  use  it  to  send  an  engineering  drawing  to 
Chicago.  Verify  a  quote  in  New  York.  Confirm  an  order 
in  Washington.  Check  a  photograph  in  Atlanta.  Even 
update  an  inventory  list  in  offices  around  the  country. 

All  in  minutes.  An  8V2  by  11-inch  document  takes 
about  6  minutes.  And  because  you  can  set  the  machine 
to  send  sections  of  documents,  smaller  segments  can 
be  sent  in  as  little  as  1  minute  or  less.  You  never  send 
what  you  don't  need  to  send. 

You  don't  have  to  leave  your  desk.  AH  because  of  a 
technological  breakthrough  permitting  the  application 
of  integrated  circuits  and  non-impact  printing  to  the 
office  environment.  That's  why  the  dex  I  unit  takes  up 
so  little  space.  Needs  no  carbon  or  chemicals. 

Works  with  any  ordinary  telephone.  And  plugs  in  to 
any  standard  wall  socket,  ready  to  go  to  work  instantly. 


A  dex  I  unit  rents  for  just  $75  a  month.  Period.  So  the 
more  you  send  the  less  your  copies  cost.  Now  it's  prac- 
tical to  send  or  receive  just  about  anything  anywhere. 

But  first,  send  the  coupon  to  us. 


□  Please  send  me  the  dex  I  brochure. 

□  Please  arrange  a  quick  demonstration. 

Name 


Title. 


Company, 
Address^ 


City_ 


State. 


-Zip. 


Graphic  Sciences,  Inc. 

Corporate  Drive— Commerce  Park 
Danbury,  Conn.  06810— Area  Code  203  744-3100 

Sales  and  service  offices  throughout  the  nation 


-1 


What  are  we  doing  in  SIC*  281 


Handling  Gases  and  Liquids  for  Every  Process 

Compressors,  pumps,  prime  movers  and  other  process  equipment  from  worldwide  Ingersoll-Rand 
are  at  work  in  every  type  of  production.  This  5-stage  reciprocating  compressor  boosts  carbon 
dioxide  to  high  pressure  for  manufacturing  synthetic  urea.  I-R  is  the  world's  leading  compressor 
manufacturer,  with  reciprocating,  centrifugal,  axial-flow,  helical-rotor  and  vane  types. 


Harnessing  Heat  Energy 

Hot  exhaust  gas  from  a  nitric  acid  process 
is  converted  into  power  by  this  I-R  expander, 
packaged  with  and  driving  I-R  centrifugal 
and  axial-flow  process  air  compressors. 


Cutting  Air  Power  Costs 

I-R  compressors  are  packaged  as  complete  air 
power  plants  and  shipped  assembled,  ready 
to  set  down,  hook  up  and  run.  Installation 
costs   and   floor   space   are   greatly   reduced. 


Driving  Process  Equipment 

Motive  power  for  high-capacity  process 
equipment  is  available  in  advanced -design 
I-R  jet-powered  gas  turbines  which  are 
packaged  with  accessories  and  controls. 


Condensing  Out  Moisture 

Water  in  compressed  air  lines  causes  costly 
trouble  to  instruments,  tools  and  cylinders. 
I-R  Thermal-Mass  compressed  air  dryers  re- 
move  water   to   prevent   such   problems. 


*  These  are  only  a  few  of  the  products  of  worldwide  Ingersoll-Rand  which  serve 
Standard  Industrial  Classification  28  (chemicals  and  allied  products).  We  are 
active  in  SIC's  01  through  80.  For  a  complete  list  of  I-R  products,  write 
Ingersoll-Rand,  Dept.  A-207.00,  11  Broadway,  New  York,  N.Y.  10004. 


[chemicals)? 


lowering  Pumping  Costs 

fhe  Ingersoll-Rand  Inliner*  pump  mounts 
tght  in  the  piping  like  a  valve.  It  requires 
|o  costly  foundation,  and  saves  time  and 
loney  on  installation  and  maintenance. 


Handling  Hyper-Pressures 

Proportioning  pumps  that  inject  metered 
latalysts  at  pressures  up  to  100,000  pounds 
►er  square  inch  are  made  by  McCartney 
Manufacturing  Company,  a  part  of  I-R. 


Feeding  the  Ethylene  Family 

All  process  gas  services  in  this  ethylene  plant 
are  handled  by  a  single  train  of  large  I-R 
centrifugal  compressors.  Thousands  of  every- 
day products  are  derived  from  ethylene. 


Recovering  Fluid  Energy 

In  many  cost-conscious  plants  you'll  see 
scenes  like  this  where  an  I-R  hydraulic 
turbine  drives  an  I-R  pump.  The  turbine 
converts    fluid    pressure   into    horsepower. 


m 


Extending  Plunger  Pump  Life 

Pumps  must  often  handle  highly-corrosive  hot  solutions  at  high  pressures,  such  as  carbamate 
in  urea  production.  Our  Standard  Purnp-Aldrich  Division  has  perfected  a  plunger  pump  fluid  end 
which  can  last  far  longer  in  this  difficult  service,  with  less  attention  and  maintenance.  Ingersoll- 
Rand  also,  makes  a  complete  line  of  centrifugal  pumps  for  every  liquid-moving  job. 


Compressing  Difficult  Gases 

Many  tough  compression  problems  have 
oeen  solved  with  Ingersoll-Rand  Axi®  com- 
Dressors  which  can  handle  lightweight,  dirty, 
junky  and  wet  process  gases. 


Rolling  In  Emergency  Capacity 

Ingersoll-Rand  Drilling  and  Compression 
Services  maintains  a  "big  red  fleet"  of  mobile 
compressor  plants  for  rental  anywhere  in  the 
U.S.    when    temporary   capacity   is    needed. 


Cutting  Maintenance  Costs 

An  I-R  Super-Slugger  air  impact  wrench  can 
remove  big  frozen  bolts  or  nuts  on  process 
equipment  in  minutes.  I-R  makes  a  wide 
range  of  labor-aiding  tools  and  hoists. 


EJ 


Ingersoll-Rand 


The  battle  against  the  'inking  supply  of  fresh 
water  is  being  won  b  rting  ocean  water 

into  drinking  water.  A  k  •  alination  plant 

has  a  capacity  of  1,000,000  gallons  per  day. 
Future  plants  will  have  a  daily  capacity  of 
150,000,000  gallons! 

How  about  materia.  hese  plants 

day's  desalination  plant  u  niles  of  *. 

per  alloy  tubing,  plus  valve  s,  ;s  and  pin 

made  from  other  copper  aluys  ipper  alio)  i 
specified  because  it  withstands  tn .  o  rosiveat 
tacks  of  heated  salt  water  for  a  long  period. 

Asarco,  a  major  copper  producer,  has  re- 

AMERICAN  SMELTING  AN 

120  BROADWAY,  NEW  YORK.  N.  Y.  10005 


cently  increased  its  smelting  and  refining  ca- 
pacity and  has  intensified  exploration  efforts  to 
find  new  deposits  of  copper.  Only  through  such 
long-range  planning  can  we  help  ensure  a  future 
supply  of  this  versatile  metal  for  tomorrow's  gi- 
gantic desalination  plants  and  for  thousands  of 
other  uses. 

Asarco  is  more  than  a  copper  producer. 
Through  capability  in  metals,  Asarco  offers  the 
most  diversified  line  of  enduring  materials  from 
a  single  source,  including  lead,  silver,  zinc,  gold, 
brass  and  bronze  alloys,  aluminum  alloys  and 
many  more. 

D  REFINING   COMPANY 


ASARCO 


The  Sound  of  Music  (Jingle,  Jingle) 

Recorded  tapes  have  started  to  cut  into  the  record  market— creating 
problems  for  the  big  record  companies  and  opportunities  for  outsiders. 


For  nearly  halt  a  century  the  disc, 
better  known  as  the  phonograph  rec- 
ord, lias  ruled  supreme  in  the  multi- 
billion-dollar  noise  business  (Forbes, 
July  IS,  1968).  But  all  that  has  changed 
in  the  last  tour  years  with  the  advent 
of  pre-recorded  tapes — meaning  tapes 
with  the  music  already  on.  Some 
S247  million  worth  of  pre-recorded 
tapes  were  sold  last  year,  and  that's 
just  the  beginning.  Billboard,  the  mu- 
sic industry's  voice,  expects  that  figure 
to  practical  1\  double  this  year,  and 
feels  1700  million  is  virtual!)  guaran- 
teed for  1970. 

"This  business  isn't  just  growing  by 
the  year,  but  by  the  month,"  boasts 
one  tape  expert.  So  much  so  that  it 
is  beginning  to  cut  into  phonograph 
records.  Although  record  sales  last  year 
were  some  $1.1  billion,  over  four 
times  those  of  tapes,  the  rate  of  in- 
crease in  record  sales  lias  fallen  by 
half  (see  p.  48)  since  pre-recorded 
tapes  became  available  countrywide 
in  1965. 

The  record-makers  profess  not  to 
be  worried.  "All  I  know  is  1969  will 
be  a  healthy  year  for  records  as  well 
as  for  tapes. "  says  (live  J.  Davis,  presi- 
dent of  CBS  Records.  But  Davis 
grants  that  pre-recorded  tape  sales 
could  comprise  50J  of  the  total  music 
market  within  five  >ears.  "Tape  will 
never  entirely  replace  the  disc,''  says 
Norman  Racusin,  general  manager  of 
IK  \s  Victor  Record  division.  "The 
disc  has  a  better  quality  and  it's 
cheaper  to  make  and  sell.  I  don't 
care  what  technology  does,  it  will  still 
be  cheaper  to  slap  music  on  a  disc 
with  one  stamping." 

That  manufacturing  cost  advantage 
— 25  cents  for  a  record  is.  nearly  si 
for  a  tape — means  that  a  stereo  rec- 
■ord  lists  at  perhaps  $4.98  to  the  con- 
sumer iv  $5.98  to  S6.9cS  for  a  tape. 
But  consumers  have  been  so  willing 
to  pay  that  premium,  primarily  for 
convenience.  Tapes  come  in  neat, 
hand-sized  plastic  containers  that  slip 
easil)  into  a  player  and  produce  hours 
of  uninterrupted  music.  Finally  rec- 
ognizing the  growing  preference 
among  music  lovers  for  tapes,  all 
the  big  record  companies  either  al- 
ready are  or  soon  will  be  in  the  tape 
business.  The  five  leading  companies 
in  pre-recorded  tapes  include  three 
major  record  companies — Columbia, 
Capitol  and  RCA.  Together  with 
Ampex  and  General  Recorded  Tape 
they  control  about  55%  of  the  tape 
market;  the  biggest  by  far  is  Ampex, 


with  annual  sales  now  running  at  $60 
million  to  $70  million.  A  hundred  or 
so   little   firms   split    the   rest   of   the 

business. 

Promote,  Promote,  Promote 

Technically,  pre-recorded  tapes  have 
been  around  for  some  time.  Ampex 
introduced  them  in  traditional  reel-to- 
reel  form  in  1959,  but  the  craze  did 
not  start  to  catch  on  until  1962  when 
promoter  Earl  "Madman"  Muntz,  then 
better  known  as  a  peddler  of  automo- 
biles and  cheap  TV  sets,  introduced 


the  tape  cartridge  on  the  West  Coast. 
Unlike  reel-to-reel  tapes,  Muntz's  car- 
tridges were  fully  enclosed  in  a  com- 
pact plastic  box  the  size  of  a  paper- 
back book.  To  play  the  cartridges, 
Muntz  designed  a  stereo  player  unit 
for  auto  use.  Made  in  Japan,  these 
units  now  sell  for  about  $50,  less 
than  most  record  players. 

Muntz  enjoyed  such  instant  success 
that  his  initial  $100,000  investment  is 
today  worth  around  $5  million.  "Every- 
one that  heard  the  thing  went  crazy," 
he   says.    "What   most   people   didn't 
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TAPES  VS  RECORDS: 

HOW  THEY  GREW 
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realize  is  that  the  ca  eat  sound 

chamber.  You  don't  even  have  to  offer 
good  fidelity.  And  there's  a  need  for 
it.  Everybody  gets  sick  and  tired  of 
listening  to  commercials." 

Then  in  1965  inventor  Bill  Lear 
came  up  with  a  variation  on  Muntz's 
cartridge:  He  designed  a  so  called 
eight-track  tape,  one  that  would  carry 
eight  tracks  of  music  instead  of  four. 
With  the  help  of  RCA,  which  supplied 
the  tapes,  and  Motorola,  which  built 
the  player  equipment,  Lear  convinced 
the  Ford  Motor  Co.  to  offer  a  stereo 
tape  player  as  optional  equipment  on 
new  cars.  Though  relatively  few  were 
sold,  Ford's  publicity  drive  did  a  great 


job  selling  the  consumer  on  auto  tape 
players.  Also,  around  that  same  time 
Holland's  Philips  Lamp  brought  its 
cassette  (another  plastic-enclosed 
tape)  and  portable  playback  equip- 
ment to  the  U.S.  A  year  or  so  later 
Philips  introduced  a  home  tape-deck 
cassette  unit,  which  proved  to  be 
the  first  real  threat  to  the  disc  in 
nearly  50  years.  Already  tape  sales 
in  the  home  market  are  running  al- 
most even  with  those  in  the  auto 
market.  By  last  year's  end,  tape  equip- 
ment, 75*  of  it  made  in  Japan  and  Eu- 
rope, v  as  the  fastest-growing  consumer 
electronic  product. 

With  the  owners  of  all  this  equip- 


ment clamoring  for  more  tapes,  there 
was  plenty  of  room  for  resourceful 
young  entrepreneurs  to  build  prefabri- 
cated fortunes.  Here  are  a  few,  not 
all  from  the  music  world: 

•  Charles  Gates,  the  Denver  tire 
maker  (Gates  Rubber  Co.),  in  1967 
bought  Lear's  tape  business,  then  a 
faltering  operation,  and  has  turned  it 
into  a   profitable   $15-million    (sales) 

.  business. 

•  Alan  J.  Bayley  was  a  private  mar- 
keting consultant  specializing  in  semi- 
conductors when  he  started  General 
Recorded  Tape  in  1965  with  $250,- 
000  scraped  together  from  friends, 
business  associates  and  his  own  bank 
account.  All  he  needed  to  do  was  run 
around  the  country  getting  licensing 
agreements  from  dozens  of  small  rec- 
ord companies.  Now  his  company,  lo- 
cated in  Sunnyvale,  Calif.,  has  already 
passed  the  $15-million  sales  mark. 

•  James  J.  Elkins  left  a  secure  job 
as  general  counsel  in  Litton's  Royal- 
McBee  division  to  take  over  faltering 
International  Tape  Cartridge  Corp.  of 
Fairfield,  N.J.,  which  was  beset  with 
legal  problems.  Elkins  solved  the  prob- 
lems, and  ITCC,  founded  only  four 
years  ago,  already  has  reached  $6.7 
million  in  sales. 

•  Richard  Allen  was  a  technical 
operations  supervisor  for  a  TRW  sub- 
sidiary in  Los  Angeles  when  he  and  a 
friend,  Warren  Gray,  ponied  up  $1,000 
each  in  1962  to  start  American  Tape 
Duplicating  Co.  This  year  its  sales 
of  pre-recorded  tapes  reached  $2.5 
million,  a  figure  that  Allen  expects 
to  double  in  1970. 

•  Joseph  DeFranco,  once  a  market- 
ing vice  president  for  Studebaker 
Corp.,  put  up  $250,000  to  start  a  tape 
club  that  gives  each  new  member  a 
tape  player.  "I  make  my  profit  on  the 
the  tapes,"  says  DeFranco.  He  claims 
that  in  less  than  a  year  his  tape  club 
has  become  the  U.S.'  largest,  and  it 
is  still  gaining  new  members  at  the 
rate  of  2,500  a  month. 

More   Ponds,   More   Fish 

All  this  was  the  background  for  the 
record  companies'  somewhat  reluctant 
decision  to  get  into  pre-recorded  tapes. 
Some  have  even  had  a  hard  time: 
Capitol  paid  about  $24  million  in 
stock  for  Audio  Devices  in  early 
1968,  but  inherited  an  unprofitable 
tape  cartridge  contract  that  depressed 
the  parent  company's  profits  by  72% 
to  34  cents  a  share  last  year,  despite 
a  5%  sales  gain  to  $111  million.  But, 
explains  Stanley  Gortikov,  Capitol's 
chief  executive,  "We  have  no  choice." 

It's  an  old  story.  Much  as  business- 
men would  often  like  things  to  re- 
main the  same,  they  have  to  face  the 
fact  that  thev  seldom  do.  ■ 
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Just  so  it's  healthy... 

You've  said  it.  I  don't  care  if  it's  a  boy  or  a  girl,  just  so  everything's  O.K."  But. ..  how  can  we  be 
certain  a  newborn  is  "healthy"?  •  For  some,  the  first  few  hours  of  life  reveal  critical  medical  problems. 
A  part  of  the  tiny  body  may  not  have  formed  properly.  Or.  something  vital  to  normal  life  and  growth 
may  be  missing  or  displaced.  •  In  such  cases,  your  personal  physician  consults  a  radiologist,  physi- 
cian specializing  in  the  use  and  interpretation  of  x-ray.  His  training  and  experience  are  directed 
toward  discovering  and  diagnosing  hidden  defects. 
Then,  he  consults  with  your  pediatrician  or  surgeon 
to  determine  treatment.  •  Throughout  childhood 
—  by  early  detection  of  disease,  pinpointing 
injuries  resulting  from  ever-active  lives,  and 
more  — the  radiologist  and  x-ray  continue 
their  contributions.  And  beyond 
childhood,  too.  As  we  age  and  change, 
our  own  personal  physicians  can  call 
on  the  special  training  and  skills  of  the 
radiologist  for  diagnosis  and  treatment. 
That  s  the  radiologist  s  way  of  helping 
each  of  us  become  and  remain  active, 
productive  adults.  •  General  Electric 
is  proud  to  help.  too.  by  supporting 
radiologists'  skills  with  quality 
medical  x-ray  equipment. 


GENERALS  ELECTRIC 


MEDICAL  SYSTEMS  DEPARTMENT 


f**  # 


At  the  Crossroads 

GA  TX  had  a  choice:  It  could  have  moved  deeper  into  transpor- 
tation or  deeper  into  leasing.  It  chose  the  latter.  Here's  why: 


On  a  couple  of  items,  the  top  man- 
agers of  Chicago's  General  American 
Transportation  Corp.,  were  agreed. 
They  had  to  shut  down  their  highly 
cyclical  62-year-old  freight-car  man- 
ufacturing operation  and  sell  off  their 
low-profit  plastics  division  (to  U.S. 
Steel).  "We  had  to  bite  the  bullet," 
says  Chairman  Tim  M.  Thompson. 

But  on  the  question  of  where  to  go 
once  the  bullet  was  bitten,  GATX' 
management  was  split.  So  much  so, 
in  fact,  that  former  president  Spencer 
D.  Moseley  finally  left  the  company. 
The  52-year-old  Thompson  advocated 
that  the  company  broaden  out  in 
leasing  and  financing,  a  field  it  al- 
ready knew  well  through  its  immensely 
successful  railroad  car  leasing.  Mose- 
ley, 49,  wanted  to  make  GATX  into 
a  diversified  transportation  company. 
He  had  in  mind  going  beyond  freight 
cars  and  operating  barge  lines,  ter- 
minal operations  (grain,  oil,  etc.), 
pipelines  and  air  freight.  Among  other 
things,  Moseley  in  1966  favored  ac- 
quiring Flying  Tiger  Lines,  which 
then  was  making  $3.6  million  on  $56 
million  of  revenues. 

When  it  came  to  getting  the  support 
of  GATX'  board  of  directors,  Thomp- 
son, a  30-year-company  veteran,  car- 
ried the  day.  Moseley  late  in  1968 
resigned  and  became  president  of 
RE  A  Express  (Forbes,  Aug.  15), 
where  he  will  take  a  shot  at  building 
a  transportation  outfit. 

So  how  has  GATX  fared  under 
Thompson's  strategy  of  concentrating 


on  leasing?  Well,  the  final  report  card 
isn't  in  yet,  but  there's  no  doubt  that 
GATX  is  a  far  different  company  than 
it  was  just  three  years  ago. 

Since  late  1968  Thompson  has 
purchased  control  of  a  medium-sized 
Chicago  bank,  the  LaSalle  National 
(deposits:  $374  million).  It  has  set 
up  one  leasing  subsidiary,  GATX- 
Boothe  Corp.  and  has  an  investment 
in  another.  "We  hope  to  become  the 
biggest  leasing  company  in  the  coun- 
try," says  Thompson.  "The  leasing  of 
capital  equipment  is  one  of  the  fast- 
est-growing businesses  there  is." 

Old  Moneymaker 

Right  now  more  than  half  of  GATX' 
$300  million  in  revenues  comes  from 
its  own  65,000-car  fleet  of  leased 
freight  cars.  These  cars  are  usually 
leased  for  ten  years  or  longer.  The 
one-year-old  GATX/Boothe  subsidiary 
specializes  in  finance  leases  under 
which  it  purchases,  say,  an  airplane 
and  leases  it  out  to  a  customer  over 
12  years.  By  the  end  of  the  lease 
GATX  recovers  its  purchase  price, 
interest  costs  and  overhead  expenses 
and  winds  up  with  a  tidy  profit. 
Thompson  is  anxious  to  stay  away 
from  the  risky,  obsolescence-prone 
two-  or  three-year  computer  leases  that 
other  firms  have  tried.  He's  sticking 
to  capital  equipment  where  the  de- 
mand is  steady  and  hopefully  growing 
and  where  the  risks  are  relatively 
small.  In  contrast  the  transportation 
business  can  be  a  risky  one.   Flying 


Standby.   Though  it  has  stopped  building  freight  cars,  GATX  still  builds 
tank  cars  (above),  which  if  sells  or  leases  to  food  and  chemical  companies. 


Tiger's  earnings  have  dropped  from 
$2.90  to  2  cents  a  share  since  1966 
when  GATX  was  talking  merger.  Says 
Thompson:  "I  think  I'm  proved  right 
now." 

GATX'  own  earnings  have  gone 
down,  too,  between  1966  and  1968, 
from  -$2.57  to  $2.14  a  share.  But  in 
the  first  six  months  of  1969  they  have 
recovered  a  bit,  from  $1.05  to  $1.20. 

•Overall,  Thompson  is  taking  the 
long  view.  In  the  last  few  years,  he 
points  out,  the  amount  of  capital 
equipment  on  lease  has  grown  tre- 
mendously. Many  companies,  he  goes 
on,  will  pay  the  generally  higher  cost 
of  leasing  rather  than  borrowing  to 
purchase  the  equipment  themselves. 
Why?  Leasing,  he  says,  is  often  a 
hedge  against  obsolescence;  some- 
times it  also  offers  tax  advantages.  For 
companies  that  can't  use  the  equip- 
ment full  time,  it  offers  obvious  cost 
savings.  Some  companies  find  it's  a 
convenient  form  of  off-balance-sheet 
financing.  "I  know  one  billion-dollar 
company  that  is  currently  considering 
leasing  everything,"  says  Thompson. 

Not  All  Glitter 

To  be  sure,  there  are  some  less  al- 
luring aspects  to  the  leasing  business. 
For  one  thing,  in  many  areas  of  leas- 
ing from  banks  there  is  rather  for- 
midable competition.  If  leasing  in- 
volves less  obsolescence  risk  for  the 
customer,  it  involves  just  that  much 
more  risk  for  the  lessor.  But  these 
risks  afflict  everybody  in  the  business, 
not  just  GATX,  and  Thompson  feels 
the  game  is  well  worth  the  risks. 

However  exciting  it  might  have 
been  to  try  turning  GATX  into  a 
diversified  transportation  company, 
there  is  no  doubt  that  the  course  the 
company  finally  followed  makes  good 
sense.  A  leasing  company  can  lever- 
age its  equity  capital  with  as  much 
as  ten  to  one  in  borrowed  capital. 
GATX,  although  fundamentally  a 
leasing  company,  was  always  more 
conservative.  Too  conservative,  man- 
agement now  feels.  "We  realized  we 
were  not  fully  utilizing  our  credit 
resources,"  says  Chairman  Thompson. 
In  fact,  as  of  the  latest  balance  sheet, 
GATX  showed  $255  million  in  equity 
capital  as  against  just  $283  million 
in  borrowed  money.  By  going  deeper 
into  leasing  through  subsidiaries, 
GATX  will  be  able  to  utilize  its  un- 
used credit  without  messing  up  its 
own  balance  sheet. 

Thompson  is  well  aware  that  the 
stock  market  has  not  yet  given  GATX 
much  credit  for  the  course  it  has 
chosen.  Its  stock,  currently  at  38,  has 
been  between  30  and  50  since  1960. 

"The  pizzazz  is  there,"  he  insists. 
"Wall  Street  just  doesn't  see  it  yet."  ■ 
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Vanessa  Redgrave  as  she  appeared  in  The  Loves  of  Isadora. 

Capitalizing  the  Arts 

Have  Britain's  star  entertainers  really  found  a  way  to  transmute  their  leaden 
tax  burdens  into  gold?  Perhaps  not  this  time,  but  they  are  sure  to  keep  trying. 


It  all  started  with  James  Bond. 
The  setting,  suitably  enough,  was  a 
Jamaican  golf  course.  The  players 
were  Bond's  creator,  the  late  Ian 
Fleming,  and  Lord  Campbell  of  Es- 
kan,  then  chairman  of  Booker  Mc- 
Connell,  a  London-based  trading  firm 
built  on  West  Indian  sugar  and  rum. 
Fleming  proposed  turning  his  secret 
agent  into  public  property  by  capi- 
talizing on  the  royalties  that  the 
James  Bond  books  promised  to  earn 
over  the  years. 

"We  thought  it  would  advertise 
our  rum,"  quips  Lord  Campbell.  But 
it  has  done  much  more  than  that. 
James  Bond  has  not  only  brought  in 
close  to  $1  million  so  far  to  a  Booker 
McConnell  subsidiary  with  the  im- 
probable name  of  Booker  Books;  he 
lias  also  blazed  a  trail  down  which 
have  followed  the  cream  of  Britain's 
literary  and  entertainment  figures, 
from  The  Beatles  to  actors  and  ac- 
tresses like  John  Mills  and  Vanessa 
Bedgrave,  playwrights  like  Bobert 
Bolt  (A  Man  for  all  Seasons),  script- 
writers like  Lukas  Heller  (The  Killing 
of  Sister  George),  novelists  like  Agatha 
Christie  and  Penelope  Mortimer  (The 
Pumpkin  Eater),  and  pop  singing 
stars  like  Cliff  Bichards,  Frankie 
Vaughan  and  Tom  Jones.  Their  com- 
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mon  goal:  to  capitalize  their  earnings 
in  such  a  way  as  to  lessen  the  impact 
of  Britain's  excruciatingly  high  tax 
rates. 

At  present  rates,  a  writer  or  per- 
former earning  $250,000  a  year  (after 
agent's  fees  and  expenses)  would  pay 

Constellation's  Gordon 


taxes  of  $218,000  and  have  just 
$32,000  in  take-home  pay.  The  time- 
honored  way  to  seek  relief  has  been 
to  form  a  "private  service  company" 
that  would  pay  the  performer  a 
modest  salary  (say,  $24,000)  and 
keep  the  rest.  Unfortunately,  that  re- 
maining $226,000  would  incur  a  cor- 
poration tax  bill  of  $101,000;  and  60% 
of  the  after-tax  income  of  a  private 
company  is  treated  as  dividends  and 
taxed  at  an  even  higher  rate,  which 
would  mean  a  surtax  of  $70,000. 
That  would  leave  him,  besides  his 
salary,  about  $55,000  in  the  company 
— and  that  would  be  subject  to  a  30% 
capital  gains  tax  when  he  takes  it  out. 

Star   Vehicle 

The  new  gambit  is  for  a  public 
company  to  buy  out  the  performer's 
private  service  company,  which  then 
pays  its  net  earnings — less  the  per- 
former's salary,  expenses  and  corpora- 
tion tax — to  the  new  parent  com- 
pany. The  gain  for  the  performer  is 
that  he  does  not  have  to  pay  the 
surtax  on  the  service  company's  un- 
distributed earnings,  but  can  even- 
tually hope  to  get  that  money  out 
at  30%  capital-gain  rates. 

Largest  of  the  companies  to  enter 
the  field  in  recent  years  is  Constella- 
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The  Beatles  capitalized  some  of  their  royalties  through  a  public  company,  Northern  Songs. 


Hon  Investments,  which  pays  the  per- 
former in  "convertible  loan  stock,"  a 
kind  of  debenture  that  can  be  con- 
verted into  common  stock  but  which 
also  carries  a  redemption  value 
of  50%  to  60%  of  his  anticipated  net 
earnings  over  the  life  of  a  ten-year 
contract.  Over  those  years  the  service 
company's  net  earnings — less  the  per- 
former's salary,  expenses  and  corpora- 
tion tax — accrue  to  Constellation  as 
parent  company.  Constellation  then 
ploughs  them  back  into  a  blue-chip 
portfolio  designed  to  pay  its  stock- 
holders, including  the  performer,  fu- 
ture dividends. 

But  what  if,  after  making  the  deal, 
the  performer  takes  to  drink,  or  de- 
cides to  Get  Away  From  It  All. 
or  (most  horrid  prospect)  awakes 
one  morning  to  discover  that  he  is 
no  longer  a  glamour  star?  Constella- 


tion has  its  own  set  of  fail-safe  de- 
vices. Apart  from  the  fact  that  its 
earnings  prospects  are  spread  over  a 
number  of  earners,  its  contracts  con- 
tain a  handy  clause  by  which  the 
purchase  stock  remains  with  Con- 
stellation as  security  against  earnings, 
and  is  released  only  as  earnings 
materialize.  "This  safeguards  the  pub- 
lic from  an  artist  not  fulfilling  his 
promise,"  says  28-year-old  managing 
director  Ian  Gordon.  "We're  not 
vulnerable  to  artists  getting  run  over." 
There  are  advantages  for  both 
parties  in  the  deal.  Constellation  gets 
the  performer's  earnings  at  a  40%  to 
50%  discount.  Also,  as  Constellation 
grows  and  its  shares  rise  on  the  stock 
market,  the  amount  of  stock  it  must 
issue  for  new  contracts  declines.  The 
performer  gets  the  benefit  of  having 
all  his  service  company's  after-tax  in- 


come invested  instead  of  having  a 
surtax  imposed  on  60%  of  it.  Also,  his 
Constellation  stock  may  be  put  to 
the  company  at  a  fixed  price,  in 
case  of  a  market  decline;  but  he  gets 
the  full  benefit  of  any  rise  occurring 
after  his  deal  was  made. 

Under  the  circumstances,  it  is  not 
surprising  that  Constellation  has  done 
a  lot  of  business.  To  date  it  has 
bought  up  the  service  companies  of 
45  top  performers,  representing  over 
§35  million  in  future  net  earnings. 
for  about  $20  million  in  stock.  Be- 
sides high-flying  pop  idols  like  Cliff 
Richards  and  Frankie  Yaughan,  it 
has  brought  in  some  of  Britain's  lead- 
ing actors,  directors  and  scriptwrit- 
ers, including  actresses  Susannah  York 
and  Yanessa  Redgrave  (who  got 
about  82  million  in  stock  for  $700,- 
000  of  warranted  annual  net  earnings), 
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Another  earnings  capitalizer  is  John  Mills,  shown  here  in  Oh,  What  a  Lovely  War. 


Tell  someone  you  like  about  Larks  Gas-Trap  filter. 
He  may  remember  your  anniversary. 


Use  your  head. 

Maybe  your  husband  already 
knows  that  almost  90%  of  cigarette 
smoke  is  gas.  And,  that  Lark's  Gas-Trap 
filter  not  only  reduces  "tar"  and 
nicotine,  but  gases  as  well. 

But  you  can  still  tell  him  a  thing  or 
two.  For  instance:  Lark's  Gas-Trap 
filter  reduces  certain  of  those  harsh 
gases  by  nearly  twice  as  much  as  any 


other  filter  on  any  other  popular  brand! 

And  that  Lark  spent  enough 
research  money  on  the  Gas-Trap 
filter  to  buy  full-length  minks  for  all 
the  girls  in  the  Junior  League. 

Here's  your  Piece  de  Resistance: 
tell  him  Lark's  Gas-Trap  filter  is 
patented  (U.S.  Patent  No. 3,25 1,365) 
so  it's  unique— just  like  him. 

He'll  listen. 


For  more  information  send  for 
the  free  brochure  "Lark's  Gas- 
Trap"  Filter  and  What  It  Means 
to  You:'  Write  Lark,  R  O.  Box  44, 
Brooklyn,  New  York  11202. 
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Writer  Agatha  Christie 

actors  John  Mills,  Richard  Atten- 
borough,  and  director  Bryan  Forbes, 
just  made  production  chief  of  As- 
sociated British  Picture  Corp.  A  sub- 
sidiary, Constellation  International, 
looks  after  Hollywood  earnings  by 
such  top-dollar  producers  as  the  Cream 
rock  group  and  actress  Yvonne  Ro- 
main  (The  Swinger,  Doable  Trouble). 

In  contrast  to  Constellation's  pref- 
erence for  performers,  Booker  Mc- 
Connell's  subsidiary  Booker  Books  has 
concentrated  on  authors;  its  most  re- 
cent coup:  signing  up  prolific  Agatha 
Christie. 

"We're  quite  different  from  Con- 
stellate mi  says  Booker  Books  chair- 
man Charles  Tyrrell,  "because  we  buy 
51%  of  the  service  company  and  we 
pay  cash.''  But  the  end  product  in 
tax  savings  is  the  same,  and  so  is 
the  profitability  to  the  capitalizes 
Last  year  Booker  Books  delivered  over 
$250,000  in  after-tax  profits  to  its 
parent  company,  with  Agatha  Chris- 
tie just  starting  to  contribute. 

There  is  no  reason  whj  a  top 
British  star,  if  well  enough  known, 
could  not  set  up  his  own  public  com- 
pany. The  Beatles  did  so  with  their 
Northern  Songs,  a  publii  that 

handles  their  royalties,  which  was  re- 
cently the  object  of  a  fieri,     t:  ! 
contest.    Hemdale    Investments    was 
based  largely  on  the  career  ot 
David  Hemmings  (Blowup,  Cam 
The  Charge  of  the  Light  Brigade),  and 
Management    Agency    &    Music    was 
recently   floated   on   the   fortunes   of 
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pop  idols  Tom  Jones  and  Engelbert 
Humperdinck. 

Enter  Scrooge 

The  dark  cloud  beginning  to  loom 
over  this  festive  scene  is  the  shadow 
of  Britain's  Chancellor  of  the  Ex- 
chequer. After  a  raft  of  London  pub- 
licity about  long-haired  pop  stars 
"getting  away  with  it,"  the  Parliament 
has  passed  a  bill  designed  to  halt  the 
capitalizing  of  earnings  derived 
mainly  from  individual  talents.  The 
"Beatles'  Clause,"  as  it  has  been 
dubbed,  starts  out  with  a  blanket  as- 
sault on  the  sale  of  earnings  (includ- 
ing copyrights)  for  a  capital  sum, 
where  the  main  object  is  "avoidance 
or  reduction  of  liability  to  income  tax." 
Anticipating  the  move,  and  in  hope 
that  any  legislation  would  not  have  a 
retroactive  effect,  Constellation  signed 
up  a  clutch  of  stars  just  before  the  an- 
nouncement including  Alan  Bates 
(Zorba  the  Greek),  Maggie  Smith 
(The  Prime  of  Miss  Jean  Brodie) 
and  author/actor  Alan  Bennett.  Their 
$5  million  in  combined  earnings  over 
the  next  ten  years  cost  Constellation 
$3  million  in  stock. 

But  whether  or  not  the  new  law  is 
retroactive,  the  fact  is  that  separating 
the  pop  stars  for  tax  purposes  from 
engineers,  accountants,  stockbrokers 
and  insurance  agents — whose  ability 
to  capitalize  their  talents  is  not  now 
under  attack — could  take  the  wisdom 
of  a  Solomon.  "The  more  you  tighten 
up,"  says  Constellation's  Gordon, 
"the  more  people  will  find  a  way." 

The  ultimate  sanction  may  indeed 
rest  in  the  hands  of  the  stars.  As 
Associated  British  Pictures'  Bryan 
Forbes,  charged  with  resuscitating 
Britain's  film  industry,  recently  re- 
James  Bond's  creator,  Ian  Fleming 


Playwright  Robert  Bolt 

minded  the  tax  gatherers,  the  ancient 
name  for  actors  is  "strolling  players." 
"The  stars  will  up  and  go,"  he 
warned.  Adds  Ian  Gordon,  "If  we 
want  to  use  the  services  of  John  Barry 
[British  composer-songwriter  recently 
removed  to  the  U.S.],  we  shall  have 
to  pay  America  for  the  use  of  this 
English  artist." 

What  these  emigrant  British  per- 
formers might  find  in  the  U.S.  is 
more  of  the  same.  Though  the  rela- 
tively lower  level  of  U.S.  taxes  has 
made  the  discovery  of  such  devices 
less  urgent,  one  such  company  has 
already  been  set  up  here  by  Paul 
Newman,  Barbra  Streisand  and  Sid- 
ney Poitier. 

Adds  Harold  Berkowitz,  whose 
Beverly  Hills  law  firm  does  a  great 
deal  of  entertainment  business,  "There 
has  not  been,  apart  from  that  group, 
any  such  organization  formed  here 
yet,  though  there  have  been  extensive 
discussions  among  lawyers,  agents  and 
the  like  about  forming  a  public  com- 
pany. For  several  reasons:  1)  the  tax 
advantages,  and  2)  getting  free  of 
the  archaic  financing  arrangements  of 
the  movie  industry. 

"In  view  of  the  market  drop  and 
the  impending  changes  in  the  tax 
laws,  discussions  have  slowed  down 
somewhat.  But  you  may  well  find 
more  private  capital  coming  into  the 
financing  of  motion  pictures."  In 
which  case  the  British  might  have 
to  start  worrying  about  a  fame 
drain.  ■ 
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You  know  who  would  like  FORBES 
for  Christmas.... 


We  can  take  care  of  your  Forbes'  gift  list,  if  you'll  fill  in  and  mail  the  card 
adjoining  this  page.  We'll  also  send  out  an  announcement — a  handsome  card 
bearing  a  full  color  reproduction  of  a  landscape  from  the  Forbes  Collection 
by  the  nineteenth  century  French  master  Camille  Corot.  The  card  will  be 
inscribed  as  you  wish  and  mailed  to  arrive  in  time  for  Christmas.  New  gift 
subscriptions  will  start  with  the  big  January  1,  Annual  Report  on  American 
Industry  issue.  If  the  order  card  has  already  disappeared  or  you  have  a  long 
list  please  write  your  order  and  mail  to:  FORBES,  Dept.  1270,  60  Fifth  Avenue, 
New  York,  N.Y.  10011. 
Pan-American  and  foreign  gifts,  please  add  $4  for  each  year. 


GIFT  RATES 


THREE  OR  MORE 

1-YEAR  SUBSCRIPTIONS 

$6  EACH 

(you  may  include  your  own) 

LESS  THAN 

THREE  SUBSCRIPTIONS 

$8.50  EACH 

ALL  3-YEAR 

SUBSCRIPTIONS 

$17 


Anacond 


Silver 
To  help  meet  growing  needs  in 
photography.  For  industrial 
and  electrical  use.  For  tableware 
and  jewelry.  We  come  up  with 
a  little  gold,  too.  . 


Copper 
For  coins.  Cables.  Conductors.  To 
help  run  your  home.  This  country. 
The  world.  We're  the  largest 
fabricator  of  copper  and  copper 
alloy  mill  products  in  the  world. 
And  one  of  the  largest  primary 
copper  producers. 


Cadmium 
For  rust-proofing  hinges,  loch 
other  hardware.  An  important 
by-product  of  our  zinc  operati 


Lead 
For  batteries.  For  shielding 
nuclear  power  plants.  Cable 
sheathing.  Solder. 


lakes  it. 


Aluminum 
I.  Packaging.  Wire  and  cable. 
>ctural  products.  We've  just 
ed  our  primary  aluminum 
tion  capacity  by  70%. 


Selenium 
ring  glass  and 
s.  Steel  alloying. 


Zinc 
To  protect  steel  from  rust.  For  die 
castings  essential  for  everything 
from  boat  fittings  to  refrigerators. 
We  have  the  largest  electrolytic 
refining  capacity  in  the  country. 


Then,  there's  molybdenum  for  alloying  in  stainless  and 
tool  steels,  and  jet  engine  superalloys.  Our  uranium  reserves 
(one  of  the  largest  in  the  country).  Our  beryllium  deposits. 
Iron  ore  deposits.  Metals  you've  never  heard  of,  like 
palladium.  Others  you  have,  like  platinum  and  bismuth. 

Anaconda  makes  the  metal  this  country  needs  to  stay  in 
business.  The  Anaconda  Co.,  25  Broadway,  N.Y.,  N.Y.  10004. 
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Anaconda:  one  of  the  great  natural 
resources  of  the  Americas. 


Tellurium 
Helps  make  steel  and  copper 
easier  to  machine.  Toughens 
rubber  for  cable  insulations. 
A  valuable  by-product  of 
copper  refining. 
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never  had  greater  opportunity* 
to  help  people  achieve  a 
sense  of  significance. 
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BOISE  CASCAD. 

Going  in  new  directions  with  now  ideL~ 

Homes,  Building  Products,  Becreation.  Urban  Development,  Paper, 

Packaging,  Ottice  Supplies.  Boise,  Idaho  83701 


Consolation 


The  Zambian  nationalization  of  RST  isn't  the  blow  it 
once  would  have  been  to  A  max.  Still,  the  company  will 
breathe  easier  when  it  knows  just  where  it  stands. 


The  announced  Zambian  nationaliza- 
tion of  the  rich  Roan  Selection  Trust 
copper  properties  was  a  setback  to 
American  Metal  Climax,  43%  owner 
of  RST.  The  stock  market  reacted  to 
the  announcement  with  Damning 
speed.  The  price  of  Amax  stock  on 
the  New  York  Stock  Exchange  dropped 
from  AcVA  to  41!>  in  three  days,  a  paper 
loss  of  S108.5  million. 

Amax  executives  had  learned  of 
Zambian  President  Kenneth  Kaunda's 
intention  to  nationalize  51?  of  RST's 
Zambian  assets  in  the  same  way  that 
stockholders  and  stockbrokers  did — 
\ ia  a  report  on  Reuters  news  service. 
Last  year  RST's  dividends  provided 
approximately  15%  of  Amax's  $67.4 
million  of  earnings.  Fifteen  percent, 
top  management  admits,  is  certainly 
a  healthy  slice.  But  company  execu- 
tives still  maintain  that  the  market 
reaction  was  a  bit  extreme.  "This  is  not 
an  expropriation,"  clarified  President 
Donald  J.  Donahue.  "We've  been 
asked  to  sell  51'-  of  the  company  to 
the  Zambian  government  for  pay- 
ment." But  the  nationalization,  like 
any.  half-expected  event,  nevertheless 
was  a  surprise.  One  reason  was  that 
only  several  months  prior  Amax  had 
approached  the  Zambian  government 
government  suggesting  that  they  take 
an  equity  position  and  had  courteously 
turned  away. 

Amax  is  still  calculating  how  much 
Zambia  is  going  to  pay  for  51%  of 
the  goose  that  lays  the  copper  eggs. 
"The  government  says  it  will  pay  out 
fair  value  based  on  book  value,"  says 
Donahue.  "What  this  means  isn't  ex- 
actly clear.  Representative  [Ogden] 
Reid,  after  his  recent  conversation 
with  President  Kaunda,  said  that 
Kaunda  had  modified  the  statement 
to  say  that  they  would  pay  'true 
value.'  In  mining  enterprises,  book 
value  doesn't  necessarily  represent  true 
value.  For  instance,  if  you  sink  a 
shaft,  one  would  write  that  off  as  an 
expense  rather  than   capitalize  it." 

But  whatever  happens  in  Zambia, 
Amax  now  has  at  least  seven  ex- 
tremely viable  non-African  projects  in 
the  works.  A  major  one  is  Mount 
Newman  on  the  west  coast  of  Aus- 
tralia. Mount  Newman  is  probably 
the  richest  known  ore  body  in  the 
world.  To  tap  it,  Amax  (25%  owner 
with  two  Australian  companies  and 
one  British  and  one  Japanese  com- 
pany) not  only  put  a  mining  opera- 
tion  in   place,    but   built    a    165-mile 


railway.  "The  project  is  coming 
along  magnificently,"  says  Donahue. 
'We've  appropriated  money  for  at  least 
the  fourth  expansion.  Sales  on  the 
books  are  for  over  a  billion  dollars." 
Of  the  total  $200  million  spent  so  far, 
Amax  has  put  in  $60  million,  and  has 
budgeted  another  $15  million. 

The  other  six:  The  $200  million 
Henderson,  Colo,  molybdenum  mine, 
located  on  the  Continental  Divide. 
Molybdenum  from  Amax's  old  Cli- 
max, Colo,  mine  already  makes  up  half 
the  company's  earnings.  "Henderson," 
says  Donahue,  "will  effectively  double 
our  molybdenum  capacity  by  the 
1970s."  Henderson  is  an  underground 
project  requiring  a  10-mile  under- 
ground railway  that  actually  crosses 
the  Divide.  "It  will  be  more  expensive 
to  mine  it  per  ton  of  ore  than  Climax," 
says  Donahue,  "but  it  may  not  be 
more  expensive  to  mine  it  per  ton  of 
product.  That's  what  counts." 

An  Australian  bauxite  project  that 
still  is  in  the  planning  stage  will  also 
eventually  make  Amax  a  fully  inte- 
grated aluminum  producer  as  well  as 
a  bauxite  (the  basic  material  for 
aluminum)  merchant.  Last  year  Amax 
added  a  third  and  final  potline  to  its 
IntaJco  smelter  in  Bellingham,  Wash., 


and  built  a  sheet  mill  in  Joliet,  111. 
"These  projects  will  assure  us  that 
we  will  be  one  of  the  lowest-cost 
producers  for  50  years,"  says  Dona- 
hue expansively  about  the  segment  of 
Amax'  business  that  already  provides 
40%  of  its  sales,  though  only  an  esti- 
mated 13%  of  its  earnings. 

A  coal  project  was  started  with 
last  month's  acquisition  of  Ayshire 
Collieries  ($59  million  sales  last  year) 
of  Indiana.  Amax,  depending  on 
traditional  U.S.  coal  markets,  expects 
to  double  Ayshire's  sales  and  its  cur- 
rent $5-million  profit  level  by  1973. 

A  50%-owned  (with  Homestake 
Mining)  lead-mine-smelter  project, 
after  a  major  delay  last  year,  has 
finally  come  into  production  this  year 
just  in  time  to  catch  the  present 
ebullient  lead  price.  Donahue  doesn't 
expect  that  price  to  hold,  but  the 
price  is  still  far  above  what  anyone 
expected  two  years  ago. 

Amax  hopes  to  start  a  nickel  ven- 
ture in  New  Caledonia,  once  the 
French  government  comes  through 
with  an  expected  approval.  Nickel  is 
in  short  supply  throughout  the  world. 

The  fact  that  these  projects  are 
widely  spread,  politically  and  geo- 
graphically, is  no  accident.  "We've 
been  working  toward  this  for  twenty 
years,"  says  Donahue.  Nevertheless, 
Donahue  doesn't  deny  that  he'll  feel 
a  lot  better  when  the  Zambian  situa- 
tion is  clarified:  The  Zambian  mines 
remain  one  of  the  world's  richest 
mining  properties.  ■ 


Raw  Materials  are  where  you  find  them,  not  where  you  want  them.  A  rich 
mine  in  the  U.S.,  like  Amax's  Colorado  molybdenum  mine  shown  here,  is 
doubly  valuable  because  it's  safe  from  the  political  uncertainties  of  emerging 
nations  like  Zambia.  Thus  Amax  now  concentrates  on  the  U.S.  and  Australia. 


' 


It's  not  just  overeating  that  is  killing 
us,  but  underexercising  too. 


Tabletalk  in  the  Paris  boyhood  home  of  Dr.  Jean  Mayer  often  centered 
on  malnutrition  and  hunger.  Dr.  Mayer— the  President's  special  consultant 
on  nutrition— is  son  of  the  late  Dr  Andre  Mayer,  who,  as  president  of  the 
French  Academy  of  Medicine,  and  as  a  member  of  the  League  of  Nations 
Commission  on  Hunger,  later  participated  in  the  founding  of  the  United 
Nations  Food  and  Agricultural  Organization  (FAO). 

Young  Jean,  by  the  time  he  was  19,  had  picked  up  three  degrees,  visited 
America  and  fallen  in  love  with  university  life  here,  and  joined  the  Free 
French  Army.  Not  until  after  World  War  II  was  he  able  to  return  to  the 
U.S.,  where  he  earned  a  doctorate  at  Yale.  In  1950  he  joined  the  faculty 
at  Harvard,  has  since  produced  400  articles  on  obesity  and  weight  prob- 
lems, and  has  served  as  a  director  of  Boston's  antipoverty  program.  Soon 
after  being  named  to  the  White  House  post  this  year,  Dr.  Mayer,  now  49, 
revealed  the  intended  scope  of  the  forthcoming  (Dec.  2-4)  White  House 
Conference  on  Food,  Nutrition  and  Health.  There,  some  2,500  persons  from 
the  food  and  restaurant  industries,  medical  schools,  colleges  and  universi- 
ties, federal,  state  and  local  governments,  plus  representatives  of  consumer 
groups  and  the  poor,  will  seek  to  come  up  with,  Dr.  Mayer  hopes,  "a  con- 
sensus that  could  result  in  a  national  food  policy." 


As  I  See  It 


Have  Americans  saved  themselves 
from  oilier  diseases  only  to  eat  them- 
selves to  death? 

Mayer:  I'm  afraid  so.  It  is  very 
serious,  particularly  for  the  affluent 
male  adult;  increasingly  so  for  his 
children.  Not  enough  lias  been  done 
to  propagandize  the  fact  that  in  main 
ways  the  adult  male  is  the  most 
vulnerable  part  of  our  population.  He 
is  the  most  prone  to  degenerative 
diseases.  Yes.  he  is  eating  himself  to 
death.  And  underexercising  himsell 
to  death.  Only  slowlj  is  there  a  grow- 
ing consciousness  ol  the  extraordinary 

epidemic  ol  heart  disease  which  lias 
hit  this  country. 


Are  things  going  to  improve? 

Mayer:  Not  until  people  know  how 
to  watch  their  diet.  Right  now  they 
haven't  got  the  foggiest  notion  as  to 
what  constitutes  good  nutrition.  They 
may  he  obsessed  with  their  weight 
problem,  hut  still  do  all  the  wrong 
things.  The)  even  eat  lean  meats 
prepared  the  wrong  wax,  so  that 
calories  are  increased  rather  than 
reduced. 

Everywhere  you  go  people  seem 
to  he  dieting.  Is  ealorie-entting  the 
only  answer? 

Mayer:  Not  really.  We  have  reason- 


ably good  data  as  to  how  much  the 
American  people  have  been  eating 
since  1900.  It  has  been  steadily  de- 
clining. But  their  physical  activity  has 
decreased  so  much  faster  than  the 
food  intake  that  there  has  been  a 
steady  increase  in  obesity.  We  are 
eating  too  much  only  because  we  ex- 
ercise so  little. 

Is  there  a  rule  of  thumb  as  to  how 
much  we  should  cat? 

Mayer:  Appetite  is  a  very  good  guide 
as  to  how  much  you  need  to  eat — 
providing  you  are  taking  enough  ex- 
ercise. But  if  you  are  inactive  the  ap- 
petite gets  stuck:  It  doesn't  function 
as  a  guide  below  a  certain  activity 
level.  Let  me  explain.  If  you  walk  ten 
miles  you  will  eat  much  more  than 
if  you  walked  two.  But  if  you  don't 
walk  at  all  you  will  still  eat  as  much 
as  if  you  had  walked  two.  At  that 
level  your  appetite  helps  you  to  get 
fat.  We  really  have  three  choices.  One 
is  to  be  hungry  all  the  time.  Another 
is  to  step  up  physical  activity.  The 
third  is  to  get  fat.  Few  of  us  are 
masochistic  enough  to  be  hungry  all 
the  time;  most  of  us  think  we  are 
too  busy  to  exercise  each  day.  So  we 
get  fat. 

But  suppose  you  hate  exercise? 
Can't  we  avoid  heart  disease  and 
overweight — and  exercise — just  by 
refusing  dessert  and  not  eating  cer- 
tain things? 

Mayer:  If  you  reduce  calorie  intake, 
by  whatever  method,  you  will  start 
to  lose  weight.  But  it  isn't  just  how 
much  or  what  you  eat.  People  don't 
see  the  extent  to  which  the  method 
of  cooking  will  modify  calorie  content. 
There  is  every  advantage  to  broiling. 

You  mean  the  executive  slaving 
away  over  a  hot  barbecue  pit  every 
weekend  is  doing  himself  a  favor? 

Mayer:  Yes  indeed,  the  fat  drips  out. 
You  end  up  in  effect  with  more  pro- 
tein for  less  fat.  The  barbecue  is  ex- 
cellent, especially  if  you  start  out 
with  lean  meat.  Preparation  is  so  im- 
portant. A  boiled  potato  or  a  baked 
potato  might  be  100  calories.  That 
same  potato  served  hash  browned 
would  be  450  calories.  Six  ounces  of 
beef,  about  an  average  portion  for  a 
man,  could  be  640  calories  if  rump 
steak.  If  fried  instead  of  broiled,  the 
caloric  intake  increases  rapidly. 


All  our  bankers  aren't  bankers,  anymore. 


Some  are  professional  factors,  some  experts  in 
easing,  mergers  and  acquisitions,  financial  coun- 
seling or  real  estate.  We  look  at  it  this  way: 

A  multi-billion  dollar  bank  such  as  ours  simply 
;an't  afford  to  sit  back  comfortably  on  its  padded 
eather  armchair  and  merely  make  conventional 
oans  to  existing  customers. 

Not  when  customers  have  to  look  elsewhere  for 
telp  with  more  specialized  financial  transactions. 


And  not  when,  with  a  little  effort,  we  could 
provide  that  help  ourselves. 

At  First  Pennsylvania  Bank,  we're  not  content 
to  hand  our  customers  half  an  apple. 

That's  why  we've  gone  out  and  hired  estab- 
lished experts  in  financial  areas  closely  related  to 
banking. 

And  that's  why,  when  you  do  business  with  us, 
you  may  end  up  not  doing  business  with  a  banker. 

First  Pennsylvania  Bank 

The  First  Pennsylvania  Banking  and  Trust  Company 
15th  and  Chestnut  Sts.,  Philadelphia,  Pa.  19101 
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THE  DIAMOND  OF  HER  DREAMS 

at  Investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  'A  to  '/> 
higher. 

Over  5,000  styles  $100  to  $100,000 


Send  for  FREE  80-PAGE  CATALOG 
EMPIRE    DIAMOND   CORP.,    DEPT.  46 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

NAME 

ADDRESS 
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Volunteer  to  be  a 

BIG  BROTHER... 


As  I  See  It 


And  1  suppose  bread  is  pure  poison? 

Mayer:  People  look  with  honor  at  a 
slice  of  bread.  They  refuse  it  as  au- 
tomatically fattening.  It  isn't.  It  is  be- 
tween 60  and  100  calories  depending 
on  the  type  of  bread.  That's  not  a 
bad  thing  at  all  to  eat  in  moderation; 
it  is  only  when  we  cover  it  with  but- 
ter and  margarine  that  it  becomes 
fattening. 

What  about  the  so-called  fad  diets? 
They  at  least  reduce  caloric  intake, 
don't  they? 

Mayer:  Some  are  high  protein,  some 
are  low  protein.  Some  do  this,  some 
do  that.  Everything  will  work  for  a 
while.  What's  needed  is  balance. 
People  who  practice  the  rhythm 
method  of  girth  control — their  weight 
keeps  going  up  and  down — aren't 
really  dealing  with  the  problem. 
Look,  a  pound  of  fat  on  a  man  is  the 
equivalent  of  3,500  calories.  It  doesn't 
matter  where  he  gets  them  from.  Sup- 
pose we  have  someone  who  eats 
3,100  calories  instead  of  3,000.  That's 
very  little  difference,  except  that  in 
a  month  it  becomes  3,000  calories, 
and  in  a  year  that's  ten  pounds  of 
fat.  One  slice  of  pound  cake  is  about 
130  calories,  one  ounce  of  cream 
cheese  is  103,  ten  potato  chips  are 
100.  That's  all  it  takes.  Even  if  we 
watch  our  diet  we  can  wreck  it  by 
dipping  into  the  peanut  jar. 

Are  there  some  products  we  should 
eat  more  of,  rather  than  less? 

Mayer:  It  would  be  good  to  have  a 
greater  part  of  our  diet  seafood  based. 
Seafood  is  a  good  alternative  to  meat, 
if  the  preparation  is  correct.  If  fried, 
it  should  be  in  polyunsaturated  fat. 

Well,  what  should  we  weigh? 

Mayer:  Roughly  what  we  weighed 
at  age  25.  Anything  you  have  put  on 
since  the  age  of  25  is  fat.  There  are 
damn  few  people  at  45  who  weigh 
only  ten  pounds  more  than  they  did 
at  25. 

Assuming  one  can  muster  die  self- 
discipline  necessary  to  return  to  155 
pounds  from  175  pounds,  how  severe 
is  the  "cure?" 

Mayer:  Exercise  more.  Take  every 
opportunity  to  walk.  Eat  loss.  Eat  a 
greater  variety  of  foods,  particularly 


fruits  and  vegetables.  Cut  down  on 
overall  fat  intake,  polyunsaturated 
fats  are  far  better.  And  while  we  are 
on  the  topic,  the  pandemic  of  cardio- 
vascular disease,  that  is,  heart  and 
'related  circulatory  diseases,  results 
from  one,  lack  of  exercise;  two,  preva- 
lence of  obesity;  three,  diet  of  satu- 
rated fats — with  some  effects  from 
sugar;  and  four,  cigarettes  and  lack 
of  sleep. 

Where  are  we  likely  to  get  the  most 
balanced  diet,  at  home  or  eating  out? 

Mayer:    It's  amazing   that   the  most 
vulnerable  section  of  society,  the  af- 


fluent adult  male,  is  the  one  doing  the 
most  eating  outside  the  home.  He 
gets  a  better  diet,  by  and  large,  at 
home.  One  of  the  things  our  con- 
ference will  do  will  be  to  examine 
what  steps  need  to  be  taken  in  this 
vast  area  of  eating  out.  That's  why 
we  have  invited  many  people  from 
the  industry. 

They  can't  have  the  influence  that 
home  eating  patterns  do,  can  they? 

Mayer:  Well,  it's  not  impossible,  you 
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know,  that  in  our  lifetime  we'll  see  a 
situation  where  Americans  take  more 
meals  out  than  at  home.  Which  in 
turn  means  that  in  the  home  the 
family  patterns  are  changing.  Tradi- 
tionally, the  woman  of  the  household 
prepared  the  meals.  She  still  does,  of 
course,  hut  now  my  teenagers,  or 
even  my  nine-year-old,  can  whip  up 
a  cheese  souffle  by  the  simple  ex- 
pedient of  transferring  a  container 
from  the  freezer  to  the  oven.  One  of 
our  panels  will  be  thinking  about 
what  it  all  means.  It  could  mean 
architectural  changes,  rethinking  the 
pattern  of  tlie  house — tlie  kitchenless 
house. 

You  mentioned  earlier  that  our 
children  were  increasingly  prone  to 
weight  problems.  Whafa  happening 
to  them? 

Mayer:    More  of  the   same.    Parents 

have  become  convinced  that  their 
children  couldn't  conceivabrj   walk  in 

(he  rain  to  school.  The)    are  bused  or 

transported    everywhere.    They'd    be 

better  off  out  in  the  rain  walking. 
Some  parents  buying  houses  make 
sure  it's  on  the  school  bus  route  in 
order  that  their  children  do  not  have 
to  walk.  In  the  Boston  area  it  used 
to  be  that  about  15',  ol  the  students 
graduating  from  high  school  were 
overweight.  Now  thai  figure  is  22V — 
a  502  increase.  Not  ensuring  that  the 
kids  get  the  exercise  by  having  to 
walk — well,  with  this  sort  of  philos- 
ophy it  is  not  surprising  that  any 
child  with  a  predisposition  to  weight 
will  blossom  out  gloriously  before 
reaching  his  or  her  majority. 

Did  you  say  "predisposition"?  You 
mean  some  of  lis  are  going  to  get  fat 
anyway? 

Mayer:  Not  at  all.  You  must  see  it  in 
perspective.  There  are  indications  that 
fn  man  genetic  traits  largely  deter- 
mine, if  not  obesity,  at  least  poten- 
tiality for  overeating  or  underexercis- 
ing,  and  in  that  way  obesity.  But 
you  can't  abandon  efforts  at  control 
because  of  these  traits.  You  see, 
while  genes  may  make  one  susceptible 
to  obesity',  the  actual  overeating,  un- 
derexereising,  or  both,  still  has  to  take 
place  before  obesity  develops. 

One  more  question.  Aren't  you 
slightly  overweight? 

Mayer:  This  summer  I  have  had  very 
little  exercise  .  .  .  very  little  oppor- 
tunity for  exercise  .  .  .  been  working 
here  12  hours  a  day  .  .  .  I'm  usually 
in  much  better  shape  by  the  end  of 
the  summer  than  I  am  now  .  .  .  ■ 
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Some  guys  get  all  the  breaks. 

Not  us.  Our  cushioned  merchandise  cars  ride  soft  enough  for  any 
lading.  Even  future  omelets.  Welded  rails  help.  So  do  special  racks 
and  partitions  that  snub  movement.  What's  more,  almost  half  our 
fleet  is  "special  purpose."  Designed  for  your  specific  commodity. 
Flip-top  models.  Wide-door  models.  You  name  it. 

Got  a  product  that  needs  pampering?  Then  talk  to  our  distribution 
specialists.  They're  a  bunch  of  old  softies.  Call  our  local  salesman. 
Or,  for  our  Distribution  Services  Brochure,  write:  C.  R.  Zarfoss, 
Vice  President,  Merchandise  Freight  Group,  One  Charles  Center, 
Baltimore,  Md.  21201. 
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We  seek  growth  opportunities  for  companies. 


TPO  Incorporated 

61  Broadway 

New  York,  N.Y.  10006 

Members:  New  York  and 

American  Stock  Exchanges. 


When  I  Was  a  Boy 

Companies,  unlike  Topsy,  don't  "just  grow."  Hyster  Co.  had  to  work 
its  way  through  adolescence  to  become  a  promising  young  man  of  40. 


The  transformation  of  small  family 
company  to  big  company  in  American 
business  often  has  some  of  the  magic 
of  boy  becoming  man — the  growing 
pains,  the  mistakes,  the  fading  hand 
of  the  father  as  the  youngster  finds 
his  own  way.  Hyster  Co.,  of  Portland, 
Oregon,  is  a  40-year-old  youngster 
but  at  $200  million  sales  in  heavy 
machinery  it  is  just  passing  the 
threshold  to  big  company  status. 

Started  as  an  equipment  supplier 
to  Oregon's  lumber  industry  in  1929 
by  Chairman  Ernest  G.  Swigert,  now 
77,  it  is  today  second  in  the  U.S.  only 
to  Clark  Equipment  in  making  fork- 
lift  trucks,  a  8400-million  market. 
That  eminence  it  owes  to  President 
Philip  S.  Hill,  59,  chief  executive  since 
1966  but  operations  head  since  1956 
when  Swigert  quietly  passed  on  au- 
thority. Hill  put  Hyster  into  the  in- 
door or  warehousing  end  of  the  fork- 
lift  business,  complementing  its  tradi- 
tional outdoor  materials  handling  line 
that  started  with  lumber.  The  ware- 
housing end  comprises  60%  of  the 
market.  Hyster  has  responded  by  go- 
ing from  an  under-S40-million  (sales) 
company  in  1958  to  over  S200  mil- 
lion in  the  fiscal  year  that  ends 
Jan.  31.  Its  income  has  grown  from 
the  $1.3-million  range  to  an  estimated 
$11.5  million  in  the  current  year.  In 
the  other  size  categories,  Hyster  has 
also  achieved  big  company  status. 

But  trappings  of  its  long  boyhood 
remain.  It  is  not  yet  three  years  since 
Hyster  first  brought  in  an  officer  from 
outside  the  company  and  Portland. 
William  J.  Fronk,  vice  president  of 
finance,  came  from  Ford  Motor  Co. 
vember  1966  to  take  over  from 
one  of  Swigert's  original  investor- 
partners,  Harvey  Black,  who  is  Hys- 
ter's  lawyer  and  was  then,  at  71,  also 
its  treasurer  and  secretary. 

All  in  the  Family 

Some  212-22%  of  Hyster's  stock  is 
owned  by  ESCO  Corp.,  of  Portland, 
a  Swigert  family  company  founded 
as  Electric  Steel  Co.  in  1907  by 
Emest  Swigert's  fathc  i  engineer 
who  helped  build  both  San  Fran- 
cisco's Golden  Cate  Bridge  and  Port- 
land's Morrison  Street  Bridge.  lister, 
as  is  the  way  with  family  companies, 
lias  always  done  business  with  ESCO, 
though  in  negligible  amounts  now. 

But  the  ESCO  holding  also  pre- 
sents an  obstacle  to  Hill's  desire  to 
take  Hyster  stock  from  trading  over 
the  counter  to  a  listing  on  the  New 
York  Stock  Exchange.   (If  ESCO  ever 
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went  public,  it  might  create  a  secon- 
dary market  in  Hyster.)  And  Hyster 
headquarters  nestle  too  snugly  for 
the  growing  company's  comfort  in  a 
Portland  residential  neighborhood. 

However,  these  are  only  the  last 
vestiges  of  youth.  For  Hyster  this 
year  is  enjoying  again  the  kind  of 
grc  vth  in  sales  and  earnings  it  knew 
up  until  1966  when  growing  pains 
set  in.  "We  were  growing  rapidly  but 
we  were  really  stretched  at  the  seams 
as  far  as  production  capacity  and 
manpower  were  concerned,"  says 
Hill.  Earnings  growth  stalled  in  1966, 
then  operating  profits  plummeted  25? 
in  1967  to  $3.16  a  share. 

Whose  fault  was  that?  "Manage- 
ment's," answers  Hill,  a  forthright 
businessman  who  started  in  1933  as 
a  machinist  at  Hyster.  He  explains  by 
going  back  to  the  mid-Fifties  when 
Hyster  began  breaking  out  of  its  small- 
company  ways.  "When  you're  small 
you  have  no  choice  but  to  react  to 
the  market,  to  what  larger  competi- 
tors do.  We  stopped  reacting  and 
started  studying  what  our  customers 
would  need  sLx  or  seven  years  out. 
We  planned  engineering  and  devel- 
opment six  and  seven  years  ahead. 
Of  course  we  were  also  supposed  to 
be  planning  manufacturing  and  mar- 
keting, but  we  didn't  really  pay  as 
much  attention  there  as  we  should." 

The  focus  on  engineering  rather 
than  other  business  components  was 
natural  for  a  company  influenced 
by  the  machine-maker's  simple  ways. 


Oregon  Origins.  The  name 
Hyster,  a  corruption  of  "hoist- 
her",  came  horn  the  logging 
man's  command  to  hoist  a 
fallen  tree.  But  it  also  seems 
a  natural  for  a  company 
that  is  making  forklift  trucks. 


Hyster  still  had  a  financial  structure 
that  was  increasingly  pressed  by  the 
growth  of  the  business. 

Hill's  response  in  1966  was  to 
smartly  expand  capital  budgets  to  in- 
crease capacity  at  Hyster's  Danville, 
111. forklift  plant.  "We're  getting  the 
benefits  from  it,"  says  Hill  as  Hyster 
heads  toward  record  earnings  from 
.operations  of  some  84.25  this  year. 

The  Danville  expansion,  though, 
coincided  with  a  crash  program  to 
broaden  Hyster's  road  construction 
line.  The  result  was  a  rapid  build-up 
to  S3 1.4  million  of  debt,  both  short 
and  long  term,  in  a  company  that  had 
S57  million  of  equity.  So  Hyster 
last  October  sold  300,000  shares  of 
common  to  redress  the  balance. 

Hyster's  road  market  is  in  com- 
paction, or  leveling,  equipment  where 
the  company  does  not  run  head  on 
into  such  competition  as  Caterpillar. 
"We're  one  of  the  principals  in  ma- 
terials handling  equipment,'"  says  Hill 
of  the  fork  lift  and  straddle  trucks 
that  give  Hyster  its  name  and  83%  of 
its  sales.  "We  wanted  to  stay  in  a 
field  where  we  could  grow  to  number 
one,  two  or  three.  You  operate  differ- 
ently when  you're  a  leader." 

As  Hyster  gradually  acquired  the 
air  of  a  growth  company,  its  attrac- 
tiveness grew.  First  Caterpillar,  a 
long-time  customer  for  Hyster's 
winches,  offered  merger  in  1965  but 
was  turned  down.  More  persistentiy, 
Bendix  came  calling  and  was  finally 
told  no  in  1967.  "A  young  girl  doesn't 
know  at  first  how  best  to  fend  off  ad- 
vances," says  Hill  today.  "But  she 
leams,  and  we  did." 

Today  Hyster  thinks  like  a  big  com- 
pany. Hill  did  not  wait  until  the  statis- 
tics showed  him  that  the  trend  will 
be  away  from  gasoline  powered  fork 
lifts  to  electrical  ones.  The  trend — 
because  of  cost  factors — has  been  just 
the  opposite.  But  he  is  convinced  that 
pollution  restrictions  will  bring  on  the 
ascendancy  of  electric,  especially  in- 
doors. Accordingly,  Hyster  last  year 
acquired  a  manufacturer  of  electric- 
powered  vehicles. 

Today  Hill  is  studying  the  trend 
and  the  profit  opportunities  in  leasing 
and  renting  Hyster  equipment  It 
would  give  Hyster  more  control  over 
the  aftermarket  in  its  equipment  and, 
thinks  Hill,  "It's  a  damn  good  way  of 
merchandising  our  equipment."  But 
rentals  and  leasing  demand  capital 
support.  What  would  be  more  natural 
to  provide  it  than  a  separate  financing 
subsidiary?  That  is  big  company  think- 
ing, and  that  is  what  Hill  is  doing  at 
Hyster  today,  trying  to  achieve  "in  the 
next  ten  years  what  we  have  in  the 
last  ten.  We  should  go  over  $500 
million  in  the  late  1970s."  For  what 
is  "youth"  if  not  confident?  ■ 


rh is  is  no  ordinary  bridge  we  built.  Those  slender 
suspension  cables  incorporate  the  greatest  ad- 
vance in  cable  technology  in  over  a  hundred 
/ears.  The  old  way  was  to  "spin"  each  wire.  Ad- 
usting  hundreds  of  individual  wires  was  a  time- 
ronsuming  task. 

Bethlehem  came  up  with  a  new  idea— a  way  to 
prefabricate  each  group  of  wires  into  strands, 
?ach  of  which  is  made  up  into  the  exact  length 
leeded  and  delivered  to  the  bridge  site  on  giant 
'eels.  This  new  system  saves  considerable  time 
ind  also  permits  cable  erection  in  all  kinds  of 
.veather. 

There  are  lots  of  new  ideas  at  Bethlehem  these 
days.  New  steels.  New  coatings  for  steel  products. 
Mew  and  better  ways  to  process  steel.  New  uses 
or  steel.  New  ideas  for  architects  and  engineers 
-vho  design  in  steel. 


BETHLEHEM  STEEL 


Now  you  can  breeze  across  Rhode  Island's  2-mile-wide  East  Passage 
of  Narragansett  Bay  on  the  4-lane  roadway  of  the  Newport  Bridge 
Opened  to  traffic  in  June,  it  extends  from  Jamestown  to  Newport.    I 
The  main  channel  crossing  is  the  2,974-foot-long  suspension  span. 


High  above  the  bay,  this  machine 
compacts  one  of  the  15%-inch 
diameter  cables,  made  up  of  76 
strands,  to  form  a  solid  round  mass 
of  4,636  high-tensile  galvanized 
steel  wires. 


Bethlehem's  superintendent  of 
steel  erection  was  C.  M.  Tidmarch, 
a  veteran  of  42  years.  And  for 
Jean  Brown,  civil  engineer 
and  technical  trainee,  it  was  her 
first  assianment. 
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Big  Brother 


to  the  Oct 


•  • 


uter 


Announcing  Octoputer  II.  Now  RCA  has  two  remote  computers 
that  are  a  generation  ahead  of  the  major  competitor. 


Remote  computing  means  working 
with  your  computer  from  wherever  you  are 
to  wherever  it  is.  It  can  be  yards  or  miles 
away.  Hundreds  of  people  can  share-it. 

It's  the  coming  thing.  The  key  to  it  is 
communications,  RCA's  middle  name. 

We  started  with  Octoputer.  It  com- 
bined time  sharing  and  regular  processing 
in  a  new  remote  computing  package.The 
Spectra  70/46  is  first  of  a  generation,  and 
the  best. 

Once  you've  done  it  first  and  best,  you 
can  do  it  bigger.  Meet  Octoputer's  faster, 
stronger  big  brother,  Spectra  70/61.  Call  it 
Octoputer  II. 


Has  all  Octoputer's  exclusives— like 
debugging  power  that  boosts  program- 
ming efficiency  as  much  as  40%. 

But  it  can  tackle  bigger  jobs,  and  go 
three  times  as  fast. 

It  can  support  over  350  terminal  users, 
three  times  as  many  as  Octoputer. 

With  a  price  only  30%  higher. 

Now  you  can  choose  the  size  you 
need.  Or  start  with  Octoputer  and  grow 
up  to  Big  Brother— without  rewriting  a 
single  program.  They're  blood  brothers, 
completely  compatible. 

The  Octoputer  Family  Plan— two  now 
and  more  to  come. 


RCA 

Nothing  comes  close 
to  our  remote  computers 
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Faces  Behind  the  Figures 


John  T.  Gilbride 


Cheering  from  the  Sidelines 

John  T.  Gilbride  was  quietly 
cheering  from  the  sidelines  last 
month  as  the  S.  S.  Manhattan 
finally  broke  through  the  arctic 
icepack.  Gilbride,  53,  Brooklyn- 
born,  University  of  Pennsylvania- 
educated,  is  president  of  Todd 
Shipyards  Corp.  Todd  didn't  build 
the  Manhattan;  Sun  Shipbuilding 
did.  But  Jack  Gilbride  thinks  a 
successful  voyage  by  the  giant 
tanker  to  open  up  a  Northwest 
Passage  for  oil  from  Alaska's  North 


Slope  will  create  a  $l-billion-plus 
market  for  construction  of  28  to 
40  big  new  250,000-dead-weight- 
ton  icebreaker-tankers  even  bigger 
than  the  Manhattan. 

"The  oil  companies  know  it's 
too  expensive  to  pipe  their  oil  out 
of  Alaska,"  says  Gilbride.  "Tankers 
are  the  answer."  And  while  Ten- 
neco's  Newport  News  Shipbuilding, 
Litton  Industries'  Ingalls  Shipbuild- 
ing, Bethlehem  Steel's  shipbuild- 
ing division  and  Sun  will  all  be 
going  after  the  business,  Gilbride 
intends  to  get  his  share. 


He  could  use  it.  In  1968  his' 
seven  large  U.S.  shipyards  pro- 
duced revenues  of  $216  million 
and  profits  of  $5  million,  while 
Bethlehem  had  closed  down  yards 
and  New  York  Shipbuilding  went 
out  of  the  business.  But  Todd's 
margins  are  discouragingly  thin,  and 
really  big  future  growth  is  prob- 
lematical. The  aggressive  Japanese 
yards  have  walked  off  with  much 
of  the  tanker  business,  and  the 
Navy  seems  to  be  losing  out  to 
the  Air  Force  and  Army  in  the 
battle  for  defense  funds.  Todd's 
stock  sells  for  slightly  less  than  its 
$37-a-share  book  value,  hardly  a 
vote  of  investor  confidence.  "This 
hasn't  been  a  glamour  business," 
Gilbride  concedes. 

Gilbride  refuses  to  be  discour- 
aged, however.  "Two-thirds  of  the 
Navy's  fleet  is  over  20  years  old," 
he  points  out.  "And  President 
Nixon  has  said  that  by  the  mid 
Seventies  some  30%  of  U.S.  sea- 
borne commerce  will  be  carried  by 
U.S. -built  vessels."  The  figure  now 
is  5.6%.  "The  labor-union  troubles 
holding  up  containership  construc- 
tion won't  last  forever,"  he  adds. 

But  if  a  bulge  in  shipbuilding  is 
in  the  cards,  it  is  likely  to  come 
from  oil  companies  in  need  of 
tankers  for  their  Alaskan  oil.  They 
may  soon  have  large  quantities  of 
oil  to  move,  and  there  should  be 
little  in  the  way  of  government 
spending  priorities,  politics  and 
labor  problems  to  stall  them.  ■ 


Double  Standard 

Most  executives  duck  questions 
about  double  standards  for  hiring. 
But  not  Elisha  Gray  II,  62,  chair- 
man of  the  $826-million  (sales) 
Whirlpool  Corp.  He  admits  that  in 
order  to  recruit  hard-core  unem- 
ployed in  Benton  Harbor,  Mich, 
there  has  been  a  double  standard  at 
the  hiring  gate.  "Though  not  on  the 
production  line,"  he  quickly  added 
to  a  Forbes  reporter  last  month. 

Painless?  Not  at  all.  "A  hell  of 
a  lot  of  people  thought  we  had  lost 
our  mind.  There  were  questions 
like:  'If  I'm  black,  can  I  get  away 
with  things  which  if  I'm  white  I 
can't?'  A  supervisor  would  say 
he  had  a  fellow  who  was  not  doing 
his  job  but  he  couldn't  fire  him  or 
he'd  put  in  a  discrimination 
charge.  He  was  told:  'If  you're 
right — if    you've    done    your    best 


Elisha   Gray  II 


with  the  fellow — fire  him.'  " 

How  are  things  going  now?  "I 
don't  think  you  legislate  bias  out 
of  people's  minds.  But  I  think  we 
have  made  great  progress.  Oh, 
there  are  a  few  who  still  say:  'Ship 
'em  back  to  Africa.'  But  there  are 
always  a  few  holdouts  in  every- 
thing." 

One  of  Gray's  current  projects 
is  to  provide  capital  for  a  black- 
managed  company.  The  hope  is 
that  this  black  management  will 
use  its  profits  to  buy  out  Whirl- 
pool's equity.  "They  haven't  got  a 
dam  thing  going  for  them,"  says 
Gray.  "They  haven't  got  the  oppor- 
tunities. We  are  helping  provide 
the  opportunity." 

Would  Whirlpool  do  the  same 
for  a  white  entrepreneur  in  the 
same  situation?  "I'd  just  say:  'It's 
not  your  turn.   It's  their  turn.' "  ■ 
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For  Your  Automation 

General  Automation  Has  Proj 


experienced  automation  partner  can  reduce  start-up  time  and 
'ease  the  yield  of  better  quality  products.  General  Automation  is 
:  partner. 

Automation  Products  Division  manufactures  computer-based  4th 
eration  automatic  control  systems  using  our  SPC-12  worker  corn- 
er and  IBM-software-compatible  18/30  supervisory  computer.  And 
supply  all  the  interfacing  hardware,   programming,  engineering 

peripheral  equipment  to  tie  them  into  your  processes  easily  and 
lomically. 

Automation  Sciences  Division  is  specially  staffed  with  process 


control  experts  of  national  stature  who  have  over  75  automation  firsts 
to  their  credit.  They  provide  feasibility  and  engineering  services, 
installation,  software  and  training.  In  short,  everything  you  need  for 
a  complete  computerized  automation  system. 

With  our  pre-engineered  automatic  control  systems,  our  product  soft- 
ware packages,  and  our  geographically  located  technical  application 
centers,  GA  will  put  the  most  advanced  automation  technology  in  your 
plant  or  product  .  .  .  today. 

Our  System  18/30  Brochure  tells  you  all  about  our  automation  capa- 
bilities, write  today.  See  System  18/30,  FJCC,  Booths  8101-8104 


GENERAL    AUTOMATION,    INC.  706  West  Katella.  Orange.  Calif.  (714)  633-1091,  TWX  91 0-593-1 601 

JElm'Vi?,  I™?*™,-   Ma"    <617)  8"-6170  *  New  R°'helle,  N.Y.  (914)  235-9300  .  S.lver  Spring,  Md.  (301)   593-6010  .   K.ng  of  Prussia,  Pa,  (215)  265  6525  .  Atlanta    Ga    (404) 
.61  6203,  261-6204   ♦  Cleveland,  O,  (216)  351-2275  •  Des  Plaines.  III.  (312,  298-4650  .  Dallas.  Tex.  (214)  358-0271  .  Los  Altos,  Calif.  (415)  9415966.  Orange,  Cal,M714)  639-3791 
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Faces  Behind  the  Figures 


The  First  Hundred  Years 
Are  the  Hardest 

When  Bryn  Mawr,  Pa's  Kewanee 
Oil  Co.  was  founded  in  1871  (as  En- 
terprise Transit  Co.),  it  was  in 
good  company.  Along  with  the 
Rockefellers  and  others  it  got  in 
on  the  ground  floor  of  what  was 
to  become  one  of  the  greatest 
growth  businesses  the  wcrld  ever 
has  seen.  Only  Kewanee  never  got 
very  far  oft  the  ground. 

In  the  early  1960s,  when  it  was 
in  its  ninth  decade,  Kewanee  was 
grossing  a  modest  $25  million  or 
so  prospecting  for  and  producing 
crude  oil.  Running  the  company 
was  William  Wikoff  Smith,  a 
Proper  Philadelphian,  whose  ma- 
ternal great-grandfather  had 
founded  it. 

This  quiet  existence  was  inter- 
rupted in  1966  when  destiny  knock- 
eel  in  the  person  of  Cleveland's 
Harshaw  Chemical.  Like  Kewanee, 
Harshaw  was  old  and  family- 
run.  Unlike  Kewanee,  however,  it 
was  not  controlled  by  anyone,  and 
raiders  were  knocking  at  the  door. 
Harshaw  wanted  a  refuge  .Would 
Kewanee    take    it    in?    Kewanee's 


Smith  said  yes.  Although  Har- 
shaw's  revenues  were  three  times 
Kewanee's,  Smith  emerged  as  the 
largest  stockholder  and  Kewanee 
as  the  surviving  company.  In  one 
sweep,  Kewanee  had  become  a 
$100-million-plus  company.  Since 
then  it  has  never  been   the  same. 

Under  Smith's  management,  Har- 
shaw was  revitalized.  "We  got  rid 
of  a  bunch  of  guys,  that's  what  it 
amounted  to,"  says  Smith. 

Revenues  last  year  were  $127 
million,  up  12%  in  the  two  years 
since  the  merger;  this  year  the 
gain  should  be  another  10%  or  so. 
Profits,  however,  have  been  down. 
Dry  holes  in  California's  Santa 
Barbara  channel  cost  the  company 
$3.2  million  in  writeoffs  last  year. 
Between  that  and  high  domestic 
search  costs,  Smith  will  concentrate 
overseas  from  now  on. 

Smith  is  convinced  he's  on  the 
right  track  now.  He's  participating 
in  exploration  groups  off  South 
Africa  and  predicts  revenues  of 
$200  million  a  year  for  Kewanee 
by  1971 — half  again  as  great  as 
in  1969.  Which  would  be  quite 
a  stride  for  a  company  that  took 
90  years  to  hit  $25  million.  ■ 


William   Wikoff  Smith 


Raymon    H.    Mulford 


Another  Palomar? 

Any  good  leader  must  be  slightly 
unreasonable.  He  has  to  set  seem- 
ingly impossible  goals,  sometimes 
make  outrageous  demands  upon 
his  people,  stretch  them  as  far  as 
he  can.  That's  what  Chairman 
Raymon  H.  Mulford  has  been  try- 
ing to  do  at  Toledo's  Owens-Il- 
linois, Inc.,  that  pale  blue  chip  of 
the  glass  container  business. 

Mulford,  a  60-year-old  former 
Harvard  Business  School  graduate 
and  36-year  O-I  veteran,  put  it 
straight  to  his  research  people  when 
he  took  over  as  chief  executive 
in  1965.  "What  I  want  from  you," 
he  said,  "is  a  glass  container  as  light 
as  a  light  bulb  that  will  bounce 
when  dropped  on  concrete." 

Behind  Mulford's  demand  was 
O-I's  old  problem:  It  has  always 
been  a  commodity  company,  with 
huge  sales  ($1.2  billion)  to  bottlers 
and  brewers,  but  only  fair  profits 
(4.8%  on  sales).  While  O-I  was 
cranking  out  beer  bottles,  research- 
oriented  Corning  Glass  was  de- 
veloping the  Palomar  telescope 
mirror  and  the  first  color  television 


bulbs.  It  nets  9.8%  a  year  on  sales. 

How  have  OI's  researchers  re- 
sponded to  Mulford's  demands? 
The  lightweight,  shatter-proof  con- 
tainer has  almost  been  achieved:  a 
bulb-shaped  glass  container  set  in 
a  pre-printed  polyethylene  base, 
called  a  glass  composite  package, 
that  was  first  shown  to  bottlers 
last  fall.  "It  could  go  over  real  big 
or  it  could  be  a  failure,"  confides 
Mulford,  "but  at  least  it's  got  the 
customers  thinking  about  us  as 
more  than  just  a  bottle-maker." 

Mulford  has  made  other  ad- 
vances too.  O-I's  "Cer-Yit"  mate- 
rial has  just  been  selected  for 
three  huge  telescope  mirrors,  in 
Chile,  France  and  Australia.  Cer- 
Yit  is  not  altered  by  temperature 
changes,  a  major  problem  of  glass 
telescope  mirrors.  "These  mirrors 
could  do  for  us  what  Palomar  did 
for  Corning  years  ago,"  says  Mul- 
ford; that  is,  create  prestige. 

Mulford  won't  change  O-I's  com- 
modity orientation  overnight,  but 
his  unreasonable  demands  are  be- 
ginning to  produce  results.  Another 
good  sign:  Mulford  expects  record 
profits  of  $4  a  share  this  year,  up 
29%  from  last  vear.  ■ 
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Fatherly  Advice 

When   Super  Yalu,  the  $740-mil- 

lion  (sales)  grocery  wholesaler, 
went  on  the  New  York  Stock  Ex- 
change in  1967,  68-year-old  Russell 
Byerly  had  to  make  a  painful  de- 
cision. Alter  35  years  with  Super 
Yalu.  Byerly  would  either  have  to 
resign  as  chairman  or  the  board  or 
sell  his  half  interest  in  his  Minneap- 
olis supermarket.  The  supermarket, 
which  bins  its  produce  from  the 
Super  Yalu  chain,  involved  him  in 
a  potential  conflict  of  interest,  the 
Exchange  ruled,  and  it  gave  him 
two  years  to  make  his  decision. 

Byerly  chose  his  supermarket 
over  his  highly  paid  job.  The  choice 
was  not  so  difficult,  however,  as  it 
may  sound.  The  other  half-owner 
of  the  Minneapolis  supermarket  is 
Byerly's  29-year-old  son,  Donald. 
The  old  man  has  big  dreams,  both 
for  this  store  and  for  1 1 is  son.  To 
sell  his  interest  in  the  store,  he  felt, 
would  be  to  betray  the  dream. 

The  store  bears  his  name.  He 
intends  it  to  be  the  prototype  for 
an  eventual  chain  that  will  set  the 
pace  for  future  supermarketeering. 
Carpeted    and    wallpapered,   it   in- 


Russell  and  Donald  Byerly 


eludes  a  florist  shop,  liquor  store, 
bakery,  luncheonette  and  post  of- 
fice. It  grosses  $6.5  million  a  year 
compared  with  $2.2  million  for  the 
typical  U.S.  supermarket. 

The  elder  Byerly  prefers  to  see 
his  son  in  the  retailing  end  of  the 
business  rather  than  in  the  whole- 
saling, where  he  made  his  career. 


Which  is  one  reason  he  was  willing 
to  sacrifice  the  tag-end  of  his  own 
career.  "If  you're  equally  successful 
in  retailing  as  in  wholesaling," 
young  Donald  remembers  his 
father  telling  him,  "you'll  probably 
make  more  money  in  retail.  You're 
your  own  boss,  and  you  don't  have 
stockholders  to  worry  about."  ■ 


Back  To  Work 

Wuj  [am  S  Gai  i)  is  a  tall,  courtly 
62-year-old  Vale  Law  School  grad- 
uate, who  looks  like  the  Wall  Street 
lawyer  he  once  was  but  who  enjoys 

sprinkling  liis  talk  with  four-letter 
words.  Last  month  World  Bank 
President  Robert  McXamara,  who 
knew  (.and  from  their  New  Fron- 
tier days  i  Caud  ran  the  State  De- 
partment's Agency  for  International 
Development),  picked  him  to  run 
the  World  Bank's  equity-invest- 
ment arm.  International  Finance 
Corp.  Where  the  Bank  itself  makes 
loans  for  big.  economically  viable 
projects  in  the  less-developed 
countries.  [FC  puts  equity  money 
into  private  businesses  in  the  same 
countries. 

The  New  York  Times  reported 
that  Gaud  got  the  job  because  of  a 
report  he  had  written  for  the  State 
Department,  blasting  the  way 
McXamara  had  handled  the  IFC; 
that  in  effect  McXamara  had 
decided  to  let  his  critic  show  what 
he  could  do.  Gaud  denies  the 
Times  report  but  concedes:  "The 
IFC  is  going  to  work  more  closely 
to  the  Bank  than  it  ever  did." 


Forbes  asked  Caud  if  he  didn't 
have  his  work  cut  out  for  him, 
what  with  growing  political  in- 
stability in  the  developing  coun- 
tries and  tight  money  in  the  de- 
veloped countries.  "Wait  a  min- 
ute," he  shot  back.  "We  don't 
just    go   out   and   say,   'Here's   the 


William    S.    Gaud 


money,'  when  some  son-of-a-b  .  .  . 
wants  to  put  X  millions  into  a 
country.  We  have  to  make  our 
investments  stand  the  test  of  the 
marketplace  and  make  a  profit. 

"Don't  make  generalizations 
about  political  instability  in  de- 
veloping countries.  Some  are  way 
ahead  of  others  in  having  settled 
institutions,  a  spread  of  wealth 
and  people  able  to  invest."  Gaud 
cited  Mexico,  Venezuela,  Taiwan, 
South  Korea  and  Tunisia  as  coun- 
tries with  relatively  stable  societies 
and  or  the  transportation  and 
power  facilities  to  support  sound 
equity  investments. 

Gaud  points  out  that  IFC  is  no 
charity  institution.  In  the  13  years 
since  it  started  it  has  invested 
$364  million  to  prime  the  pump  on 
$2.1  billion  worth  of  investments 
and  has  averaged  a  rate  of  return 
of  8.4?  a  year. 

In  fact,  Gaud  maintains  that  one 
of  the  things  he  likes  about  his  new 
job  is  the  private-enterprise  atmos- 
phere. "Here,  as  compared  with  the 
State  Department,  I'll  be  working. 
Xot  spending  all  my  time  at  con- 
gressional hearings  defending  some 
program  or  other."  ■ 
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Faces  Behind  the  Figures 


The  Prudent  Man 

Like  horse-players,  businessmen 
know  you  can't  win  'em  all.  So,  if 
they're  prudent,  they  try  to  hedge 
their  losses  when  they  can  and  when 
they  win,  win  big.  Justin  Dart,  the 
62-year-old  chairman  of  Los  An- 
geles-based Dart  Industries,  is  both 
shrewd  and  prudent,  and  so  pulled 
off  a  neat  double  play  this  year. 

First.  Dart  Industries  profited 
when  a  proposed  deal  to  sell  its 
Rexall  drug  operations  to  ill-starred 
conglomerate  Commonwealth 
United  Corp.  fell  through  because 
of  the  latter's  inability  to  come  up 
with  the  cash.  And  second,  Dart 
made  a  lot  of  money  selling  its 
Riker  Laboratories  ethical  drug 
subsidiary  to  3M  Co.  for  1.5  mil- 
lion 3M  shares — worth,  at  recent 
prices,  $162  million. 

With  Commonwealth.  Dart  agreed 
to  sell  the  Rexall  drug  chain  at  the 
end  of  February  for  cash,  stock 
and  notes  worth  $62.5  million, 
though  Rexall  made  only  S2.6  mil- 
lion last  year  on  sales  of  8135  mil- 
lion. "It  was  like  selling  mother." 
says  Dart,  who  has  been  in  the 
drugstore  business  since  1929  when, 
fresh  out  of  Northwestern,  he  mar- 
ried into  the  Walgreen  family.  (He 
was  later  divorced  out  of  it. )  Not  a 
man  to  see  mother  go  without  in- 
surance. Dart  got  a  $5-million  non- 
returnable  down  payment  out  of 
Commonwealth  and  placed  condi- 
tions on  the  sale  calling  for  Com- 
monwealth to  place  $20  million  in 
escrow  by  July  15  and  to  raise  an- 
other $12  million  capital  by  that 
date,  with  which  to  service  the 
remaining  debt  to  Dart. 

Commonwealth  couldn't  meet 
the  conditions,  in  spite  of  some 
characteristically  unorthodox  fi- 
nancing ploys,  and  Dart  Industries 
kept  Rexall  drugstores  plus  the 
$5  million.  Dart  explains  the  in- 
demnity was  necessary  to  cover 
the  company's  risk — in  damaged 
dealer  relations — should  the  sale 
not  go  through.  Basically,  though, 
it  was  a  businessman's  prudent  in- 
sistence on  seeing  a  lacing  of  cash, 
rather  than  settling  for  a  ragtag  of 
notes  anil  preferred  stock. 

Today,  Dart  insists  the  stores 
are  not  lor  sale  "We  would  just 
kill  them  it  we  left  them  on  the 
auction  block,  and  we  just  aren't 
going  to  do  it,"  he  says.  Hut  then. 
Riker  Labs  was  not  lor  sale  either 


Justin  Dart 


until  3M  came  along,  according  to 
Justin  Dart.  "When  they  want  to 
give  us  something  approaching 
their  own  multiplier  for  our  com- 
pany, it  is  hard  for  me  to  say  no," 
he  explains,  "so  I  didn't."  Simple 
arithmetic  indicates  that  Riker, 
which  had  $45  million  in  sales  last 
year,  also  had  some  $5  million  in 
earnings.  Lor  3M  it  is  a  highly 
profitable  pharmaceutical  addition 
to  its  hospital  supply  business.  For 
Dart  the  3M  stock  he  got  will  pro- 
vide a  hefty  chunk  of  capital  with 
which  to  push  his  chameleon-like 
company  in  new  directions.  What 
directions? 

Dart  says  he  is  not  certain  yet 
what  he  will  do  with  the  extra 
capital.  The  agreement  with  3M 
prevents  his  selling  over  half  of  the 
1.5  million  shares  within   the  next 


two  years.  "When  I  speak  of  new- 
directions,"  he  says,  "I  don't  mean 
completely  apart  from  anything 
we  do  now."  Clearly,  then,  Dart 
means  to  expand  the  direct-selling 
and  consumer  products  operations 
— Tupperware,  home  furnishings 
and  especially  cosmetics — into 
which  he  has  guided  his  company 
in  recent  years  (Forbes,  Sept. 
15,  1968).'  Why  shouldn't  he'J 
That  business  gives  Dart  less 
than  40?  of  its  $675  million  sales. 
but  60%  of  the  $40  million-plus 
earnings  it  is  heading  toward  this 
year,  and  the  direct-selling  cosmet- 
ics business  is  only  starting  to 
achieve  its  potential.  "Of  course, 
direct-selling  cosmetics  is  a  major 
direction."  allows  the  canny  Dart, 
who  knows  what  that  business  has 
done  for  Avon  Products.  ■ 
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The  Performance  People: 


People  who  do  things  and  do 
them  well  expect  one  thing  from 
the  bank  that  handles 
their  investments: 

Performance.  Capital  apprecia- 
tion. In  black  and  white. 

At  Manufacturers  Hanover,  we 
live  with  this  demand  day-in, 
day-out.  Because  we're  respon- 
sible for  the  management  of 


funds  valued  at  more  than  seven 
billion  dollars— for  performance- 
minded  people. 

It's  a  job  that  requires  one 
of  the  largest  and  ablest  research 
and  management  organizations 
in  the  world. 

So  if  you're  the  kind  of  person 
who  wants  things  done  right, 
ask  about  our  Investment  Manage- 

they  demand 
a  bank  that 
performs. 


ment  Service.  And  make  us  prove 
that  we  can  do  the  job— the  way 
you  expect  it  to  be  done. 

Personal  Trust  Division— 

350  Park  Avenue,  New  York,  N.  Y.  10028 

Tel:  350-5244  (Area  Code  212) 

. . .  it's  good  to  have  •  great  bank  behind  you 

fwf  MANUFACTURERS 
4*5  HANOVER  TRUST 
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The  Money  Men 


Money-Changers 
in  the  Temple 


Some  men  are  content  to  take  life 
as  they  find  it.  Others  are  driven  to 
know  the  wluj  behind  the  what, 
They  want  to  assign  a  reason,  an 
explanation,  to  everything  they  ob- 
serve. Among  the  latter  is  Arnold 
Bernhard,  the  68-year-old  founder 


and  reigning  boss  of  the  Value  Line 
organization.  It  was  an  insatiable 
urge  to  find  the  reason  why  that 
put  him  where  he  is  today:  many 
times  a  millionaire;  owner  of  one 
of  the  most  successful  investment 
advisory  services  and  of  a  good- 
sized  mutual  fund  organization. 

A  Phi  Beta  Kappa  from  Williams 
College  in  1925,  Bernhard  left  his 
job  as  a  drama  critic  for  Time  mag- 
azine in  1928  to  go  to  work  as  a 
researcher  for  the  legendary  plung- 
er, Jesse  Livermore.  Bernhard,  in 
1928,  wrote  a  report  on  the  cop- 
per industry,  emphasizing  the  tre- 
mendous underlying  assets  owned 
by  the  major  companies.  It  was  a 
highly  bullish  report.  Livermore 
scanned  it,  then  shorted  copper 
stocks.  "Correctly  as  it  turned  out," 
Bernhard  recalls.  "I  tried  to  be 
rational  but  I  was  wrong;  Liver- 
more was  irrational  but  right.  To 
this  day  I  can't  understand  what 
made  him  do  it,  but  the  whole 
thing  convinced  me  I  had  to  find 
some  rational  way  of  evaluating 
stocks  and  investing  in  them." 

Bernhard  moved  to  Moody's  In- 
vestment Service.  "They  had  their 
system  for  evaluating  bonds  and  I 
wanted  to  learn  it  so  I  could  try 
applying  it  to  stocks." 

When  Livermore,  stone  broke, 
ended  his  life  with  a  revolver, 
Bernhard  was  more  convinced  than 
ever  that  there  had  to  be  a  better- 
way  than  Livermore  s  gut-reaction 
method  of  playing  the  market. 

The  ultimate  result  was  the 
Value  Line  Investment  Survey,  first 
published  in  1936.  Then,  as  now, 
the  logotype  reflected  Bernhard's 
passion  for  reason:  a  replica  of  the 
ancient  Greek  Temple  of  Reason. 

Today  Value  Line  has  over  50,- 
000  paid  subscribers  who  pay  from 
$167  to  $425  a  year  for  a  variety 
of  Value  Line  advisory  services, 
producing  $14  million  in  gross  in- 
come and  a  profit  in  many  mil- 
lions of  dollars  for  Arnold  Bern- 
hard  &  Co. 

A  highly  cultivated  man,  who 
inns  an  ecology  laboratory  as  a 
hobby  and  likes  to  quote  Ari- 
stotle, Bernhard  has  put  his  stamp 
firmly  on  Value  Line.  His  educa- 
tion and  his  early  journalistic  ca- 
reer gave  him  a  scorn  for  bad 
writing:  Value  Line,  while  hardly 
written  in  a  distinguished  style, 
goes  out  of  its  way  to  avoid  mar- 
ket-letter jargon.  Even  more  basic 


to  Bernhard's  personality,  Value 
Line  rests  on  a  mathematical  for- 
mula designed  to  turn  investing 
into  an  approximation  of  science. 

It  is  based  on  a  simple  theory: 
That  every  stock  has  a  true  value, 
which  is  the  worth  of  its  future 
dividends,  discounted  back  to  the 
present.  The  stock  may  not  always 
sell  at  this  price,  but  it  will  tend 
to  fluctuate  around  it.  When  the 
stock  gets  too  far  above  the  price, 
it  should  be  sold.  When  it  is  far 
enough  below  the  price  it  should 
be  bought.  Bernhard,  to  be  fair  to 
him,  doesn't  claim  any  great  degree 
of  precision  for  this  as  a  system  for 
selecting  stocks.  He  describes  it  as 
similar  to  a  medical  "blood  test  or 
urinalysis,  which  helps  make  the 
good  values  stand  out  from  the 
poor  values  or  sick  ones." 

There  are  problems,  of  course. 
One  is:  How  do  you  know  what 
future  dividends  are  going  to  be? 


In  this,  Bernhard's  analysts,  like 
everybody  else,  must  resort  to  crys- 
tal-balling. The  other  problem  is 
time.  Value  Line  is  essentially  a 
long-term  theory.  John  Maynard 
Keynes  pointed  out  that  in  the  long 
inn  we'll  all  be  dead.  Thus  stocks 
can  get  way,  way  above,  or  way, 
way  below  their  theoretical  values 
for  long  periods  of  time. 

By  sticking  to  Bernhard's  prin- 
ciples. Value  Line  has  been  pretty 
consistently  wrong  about  the  stock 
market  since  t lie  mid-Fifties.  As 
the  great  bull  market  began  to  get 
under  way  stocks  pulled  away  from 
the  traditionally  conservative  valua- 
tion of  earnings  and  dividends  that 
Bernhard  stressed.  Every  time  the 
market  broke  sharply,  Value  Line 
looked  pretty  good,  but  then  the 
boom  would  resume. 

Nevertheless,  Value  Line  has 
prospered.  How  so?  Partly  because 
it  is,  statistically  speaking,  a  darned 
good  service,  evaluating  and  re- 
porting on  some  1,400  stocks 
in  such  a  way  as  to  make  it  easy 
lor  the  thinking  investor  to  com- 
pare similar  companies  in  similar 
industries. 

But  now  we  come  to  the  great 
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1  The  Scovill  Family  of  Products:  Hamilton  Beach  electric  housewares;  NuTone  built-ins  and  electronics;  Lightcraft  lighting  fixtures;  Woodcarv 
i  cabinets;   Caradco  windows  and  doors;  Gripper  and  Nylaire  apparel  fasteners;    Dominion   Electric  appliances;   Clinton   notions  and   Dritz 
sewing  aids;    Bogene  closet  accessories;   Schrader  tire  valves;   brass,    copper   and    aluminum   mill    products;   cosmetic   containers;   auto- 
motive products;  fluid  power  products;  industrial  hose  couplings;  custom  parts  and  assemblies;  aerosol  products;  metal  stationery  supplies. 
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RUN 
FOR 
YOUR 
LIFE!  4 


Jog  every  day,  regardless  of  weather  or 
time  of  day;  jog  in  your  own  home  on  a 
Battle  Creek  Health  Walker®.  Uniquede- 
sign  cuts  exercise  time  up  to  75%— you 
jog  for  an  hour  in  just  15  minutes!  Write 
for  details,  including  direct-by-mail  price 
and  10-day  home  trial.  No  obligation. 
[BATTLE  CREEK 
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EQUIPMENT  COMPANY 
BATTLE  CREEK,  MICHIGAN 


BATTLE  CREEK  EQUIPMENT  CO. 

Dept.  291307  W.Jackson  St. 

Battle  Creek,  Mich.  49016 

Send  free  information  on  Health  Walker. 

Name 


Address- 
City 


-State- 


-Zip- 


A 


When  prestige  is  important 


Corporate 
Gifts 

Premiums 

Sales 
Incentives 


IMPERIAL  JADE 

MINING  INC. 

Buy  direct!  The  world's  largest  collection  of 

jade  jewelry  and  solid  jade  carvings  from 

$5.00  pendants  to  $25,000,000  mausoleums. 

For  the  financial  man,  a  five  inch  solid 

jade  bull  on  a  teak  stand,  $300.  For 

someone  extra  special,  custom  sculptured 

busts  of  solid  jade,  $2,000  up. 

Jade  zodiac  charms  and  jade  tiles  for 

fireplaces,  vanity  tops  and  floors.  A  catalog, 

requested  on  your  company  letterhead, 

will  be  sent  by  return  mail. 

RISSCLL  II  UNDERDAHl 

Imperial  Jade  Mining  hit . 

Depl  XX'  2710  Nicollet  Ave..  Mph..  Minn.  S54IIK 

Telephone  612->S27-S4)il 

a o 


KAMPGROUNDS  FRANCHISE 

A  moneymaker!  Largest  international  system  ol 
franchisee!  campgrounds,  produces  except iona 
earnings  from  modest  investment.  Strong  na 
tional  advertising,  proven  operating  methods 
Over  300  campgrounds  now  operating,  another 
300  plus,  in  construction,  planning  stages.  In 
quire  now  while  top  franchise  locations  are  stil 
available: 

K  UMPGROUNDS  OF  AMERICA,  INC. 

P.  O.  Box  Ho8-F 

Billings,  Montana  59103 


The  Money  Men 


paradox  in  the  well-ordered  life  of 
Arnold  Bernhard.  His  greatest  fi- 
nancial success  has  come,  not  from 
worshipping  at  the  Temple  of  Rea- 
son, but  from  dealing  with  the 
money-changers  of  the  Performance 
Game.  In  1950,  Arnold  Bernhard 
&  Co.  got  into  the  mutual  fund 
business,  with  the  Value  Line  Fund 
and,  later,  the  Value  Line  Income 
Fund.  These  were  intended  to  ap- 
ply Bernhard  s  principles  to  money 
management.  Neither  fund  set  the 
world  on  fire.  $5.45  invested  in  the 
Value  Line  Fund  was  worth  only 
$6.13  ten  years  later.  The  Income 
Fund  did  even  worse:  $5  was 
worth  only  $4.93  after)  ten  years. 

But  in  1956,  the  company  start- 
ed Value  Line  Special  Situations 
Fund.  The  purpose  was  to  invest 
in  speculative  stocks  of  a  kind  that 
were  featured  in  one  of  Value 
Line's  special  services.  But  here 
Value  Line  parted  company  with 
its  own  basic  principles.  These 
stocks  were  rarely  picked  with  any 
reference  to  basic  Value  Line 
theory'.  The  only  criteria  was  that 
each  one  have  something  special 
about  it  that  could  make  it  rise 
far  and  fast.  Arnold  Bernhard  & 
Co.  was  playing  the  Performance 
Game.  Shades  of  Jesse  Livermore. 

VL  Special  Situations  Fund 
bought  letter  stock.  It  bought  into 
companies  too  young  and  too  small 
to  be  ratable  under  the  basic  Value 
Line  system.  It  tried,  often  success- 
fully, to  buy  early  into  merger  or 
tender-offer  situations.  And  it  pros- 
pered. From  1966  to  1968  the 
fund  grew  more  than  tenfold, 
from  $31  million  to  over  $330  mil- 
lion, and  the  shareholders  didn't 
sutler  either:  A  dollar  invested  in 
1966   is  worth  nearly    $3  now. 

Some  ol  VL  Special  Situations 
situations  were  the  hottest  of  the 
hot.  A  S495,000  letter  stock  invest- 
ment in  University  Computing  is 
currently  worth  $9  million,  three 
years  later.  A  $1 -million  investment 
in  Occidental  Petroleum  appreci- 
ated to  ST  million.  Along  the  way, 
the  conservative  Bernhard  got  in 
some  hoi  water  with  the  Securities 
6c  Exchange  Commission  in  1963 
because  some  of  the  survey's  an- 
alysts had  been  trading  stocks  that 
they  recommended  lor  their  own 
accounts. 

What's  all  this  got  to  do  with 
the  Temple  of  Reason?  Bernhard,  a 
rather  unflappable  man.  has  an  an- 


swer to  that  one,  although  the  an- 
swer doesn't  really  deal  with  the 
paradox.  He  concedes  that  many 
of  the  Special  Situation  stocks  can't 
be  judged  by  standard  Value  Line 
Jests.  But  Bernhard  doesn't  think 
lie  has  abandoned  the  Goddess  of 
Reason  in  his  Special  Situations 
fund.  "Our  fund,"  he  argues, 
"stands  a  better  chance  than  the 
individual  in  this  kind  of  situation, 
because  the  individual  can  only 
invest  in  two  or  three  special  situa- 
tions whereas  we  have  200  or  more 
going  for  us.  If  this  is  speculation, 
it  is  a  rational  approach  to  it." 

Characteristically,  Bernhard  scoffs 
at  the  mystical  aspects  of  the  Per- 
formance Game.  "Anyone  who  tells 
you  it  takes  some  sort  of  special 
personality  or  magic  to  be  a  good 
portfolio  manager  is  giving  you 
a  lot  of  hogwash.  All  that  is  needed 
is  a  disciplined,  reasoned  approach. 
And  in   some  cases,   some  nerve." 

At  any  rate  the  Value  Line 
Funds — there  now  are  four  of  them 
— currently  manage  some  $450 
million  and  have  150,000  share- 
holders. They  earned  $3  million  in 
management  fees  last  year  for  the 
Value  Line  organization.  Out  of 
this  Arnold  Bernhard  &  Co.  must 
have  made  a  very  pretty  profit;  the 
basic  costs  of  research  were  al- 
ready being  amply  covered  by  the 
successful  investment  publications. 

Bernhard  was  all  set  to  cap  his 
career  by  taking  Arnold  Bernhard 
&  Co.  public  this  year.  These  plans 
were  upset  by  the  Securities  &  Ex- 
change Commission,  which  pub- 
licly censured  the  Value  Line 
funds.  The  SEC  accused  Bernhard 
&  Co.  of  no  basic  wrongdoing, 
only  of  having  operated  under 
chaotic  back-office  conditions  when 
an  influx  of  new  money  swamped 
the  Special  Situations  fund  last 
year.  Bernhard  is  afraid  that 
the  public  may  have  misunderstood 
the  nature  of  the  censure  and  that 
a  public  offering  of  his  manage- 
ment company  might  suffer.  "I 
guess  we'll  have  to  wait  a  bit  with 
the  public  offering,"  he  says. 

Bad  publicity  aside,  however, 
Bernhard  may  not  be  entirely  un- 
happy about  the  postponement. 
Arnold  Bernhard  &  Co.  doesn't 
need  the  money.  So  why  part 
with  a  piece  of  the  equity  when 
the  stock  market  is  relatively,  weak? 
The  Goddess  of  Reason  would 
hardly   approve  of  thai.  ■ 
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Santa  Fe  trains  its  enginemen  with  a  Space  Age  simulator. 

No  longer  is  that  friendly  whistle  down         gauges  and  other  controls.  An  engineman  in        cientlv  moving  nassengers  and  freight  over 


No  longer  is  that  friendly  whistle  down 
the  line  old  Engine  No.  49.  Nor  is  old  Casey 
Jones  at  the  throttle.  Now  Santa  Fe  engine- 
men  are  being  trained  like  astronauts  in  a 
new  Space  Age  simulator. 

A  new  "Locomotive  and  Train  Simu- 
lator," developed  by  Santa  Fe's  research  staff 
and  the  Singer  Company,  Link  Division,  will 
soon  train  prospective  enginemen  and  up- 
grade the  skills  of  our  experienced  men  .This 
simulator  incorporates  many  of  the  same 
trai n i ng  principles  and  basic  subsystems  used 
to  prepare  the  Apollo  1 1  astronauts  for  their 
successful  moon  mission. 

The  simulator  includes  a  full-size  mock- 
up  of  an  engineman's  side  of  a  diesel  loco- 
motive cab.  Complete  with  throttle,  brakes, 


gauges  and  other  controls.  An  engineman  in 
the  simulator  views  on  a  screen  exactly  what 
he  would  see  during  an  actual  run.  And  he 
experiences  all  of  the  sounds  and  motions  of 
a  train  in  operation. 

A  digital  computer  installed  in  the  simu- 
lator car  reproduces  combinations  of  oper- 
ating conditions.  For  example,  an  engine- 
man  can  now  be  tested  on  a  simulated  heavy 
train,  on  grades  normally  experienced,  before 
ever  having  the  actual  responsibility  of  mak- 
ing such  a  run. 

Various  situations  can  also  be  put  into 
the  simulator.  Not  only  to  better  prepare 
our  men  for  their  jobs,  but  to  give  them 
the  assurance  of  having  experienced  the  fac- 
tors they  could  face  while  safely  and  effi- 


ciently moving  passengers  and  freight  over 
the  Santa  Fe. 

Our  new  simulator  represents  an  im- 
portant investment  of  money  and  research 
time  for  the  purpose  of  developing  more 
skillful  people.  It  is  a  part  of  our  expanding 
program:  Automated  freight  terminals... 
powerful  diesels  and  remote  locomotive  con- 
trol devices  . . .  new  car  designs  . . .  micro- 
wave communications  and  computer  sys- 
tems. All  part  of  providing  up-to-date  trans- 
portation in  step  with  the  Space  Age  prog- 
ress of  our  nation. 


'A    t 
Santa  Fe 


We  helped  build  America. 
Now  we  keep  it  moving. 


Santa  Fe's  Passenger  Fleet  for  Western  Travel  •  Chicago-Los  Angeles-SUPER  CHIEF-EL  CAPITAN  .  Chicago-San  Francisco-SAN  FRANCISCO  CHIEF  .  Chicago-Houston-TEXAS  CHIEF 
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The  Quiet  Revolution 

Merrill  Lynch  selling  mutual  funds?  Yes,  but  that's  not  all 
that's  changing  at  the  world's  largest  brokerage  house. 


Can  one  man  really  make  a  difference 
in  a  huge  institution?  The  hippies, 
the  college  drop-outs,  the  disen- 
chanted executives  who  haven't  been 
promoted  in  years  say  no.  But  a  care- 
ful look  at  what's  been  happening 
at  Merrill  Lynch,  Pierce,  Fenner  & 
Smith,  the  worlds  largest  brokerage 
firm  (1968  sales:  $424  million;  earn- 
ings: $51  million),  suggests  that  the 
answer  is  indeed  yes. 

Donald  T.  Regan,  president  since 
April  1968,  has  brought  no  revolu- 
tion to  the  company  nicknamed  the 
Thundering  Herd.  At  a  time  when 
much  of  Wall  Street  loves  only  the 
institutional  investor,  the  Herd  still 
loves  the  small  investor — the  Brook- 
lyn accountant,  the  Palo  Alto  engi- 
neer, the  Minneapolis  schoolteacher. 

But  Regan  can  take  quiet  pride 
in  the  way  he  quickly  has  reshaped 
the  policies  of  the  venerable  Wall 
Street  giant  to  get  it  more  in  tune 
with  the  times.  He  has  diversified  into 
commercial  paper,  investment  counsel- 
ing and  real-estate  financing.  He  has 
even  broken  MLPF&S's  old  taboo — 
last  month  the  company  began  selling 
mutual-fund  shares  from  a  recom- 
mended list  that  included  names  like 
Fidelity    and    Wellington. 

Many  reasons  had  been  given  over 
the  years  for  the  firm's  paradoxical 
refusal  to  sell  funds  even  after  almost 
everybody  else  had  concluded  that 
funds  could  be  ideal  for  the  small 
investor.  The  funds'  sales  charges, 
MLPF&S  said,  were  too  high  com- 
pared with  commissions  on  corporate- 
stock  purchases;  besides,  the  investor 
could  do  better  buying  his  own  stock 
with  Merrill  Lynch's  advice. 

W  hy  did  Regan  suddenly  change 
all  this?  "Our  minds  were  changed 
for  us  by  our  own  customers,"  he 
says.  "We  know  that  at  least  30V  of 
them  own  mutual  funds.  They  had 
to  buy  most  .)!  these  elsewhere 
[MLPF&S  did  sell  $45  million  word! 
of  fund  shares  last  year  just  filling 
customers'  requests] 
buy  them  through  us.' 

But  that's  not  the  whole  story.  Mer- 
rill Lynch's  old  tradition — concentra- 
tion on  individual  investors — had  be- 
come a  weakness.  \  growing  percent- 
age <>l  stock  transactions  was  being 
accounted  For  by  institutions.  Result: 
Merrill  Lynch's  share  of  Big  Board 
trading  was  declining— 13.2%  in  1959. 
II',  in  1907.  951  in  L968.  "We  do  not 

get  the  same  proportion  of  institu- 
tional business  as  we  gel  of  individual 


business,"  admits  Regan. 

So  the  firm  began  to  look  for  more 
sources  of  income.  One  obvious  move 
was  to  go  after  more  of  the  institu- 
tions' brokerage  business.  "We  have 
expanded  our  institutional  research," 
Regan  says.  The  research  i.;  free  but 
the  institutions  are  expected  to  pay 
with  commission  business. 

But  Regan  wasn't  content  with  this 
alone.  He  put  the  firm  into  com- 
mercial paper.  "This  used  to  be  a 
$2  billion-  or  $3  billion-a-year  mar- 
ket; now  it's  $27  billion.  High  rates 
of  interest  and  the  squeeze  on  banks' 
lending  ability  have  made  commercial 
paper  more  attractive  for  the  individ- 
ual corporation.  Plus  the  banks  them- 
selves are  issuing  their  own." 

Regan  also  bought  Hubbard, 
Westervelt  &  Mottelay,  which  ob- 
tains financing  for  chain  stores  and 
which  this  month  is  bringing  out  a 
real-estate  investment  trust.  "If  the 
Government  is  going  to  push  housing, 
we  want  to  be  in  on  it,"  he  says. 

Early   this    year   he   bought   Royal 


The  Customer  is  Always  .  .  . 
Merrill  Lynch's  Don  Regan 
says  the  funds'  8'/2%  sales 
charge  is  high,  but  adds:  "If 
customers  want  to  pay  the 
price,    we    will    carry    them." 


Securities,  a  Canadian  underwriter. 
"We  lacked  underwriting  finesse  in 
Canada,"  he  says.  "We  were  not  a 
recognized  government-bond  dealer 
there,  nor  a  factor  in  the  Canadian 
corporate-bond  area.  It  was  just  the 
piece  for  the  jigsaw  puzzle  that  we 
were  putting  together.  We  had  the 
retail  business." 

^  Finally,  Regan  acquired  Lionel  D. 
Edie  &  Co.,  an  investment  counselor 
and  management  consultant,  which 
is  getting  into  mutual-fund  manage- 
ment. "These  are  no-load  funds  to 
be  sold  by  the  Edie  organization," 
Regan  notes,  "not  by  any  Merrill 
Lynch  account  executive." 

There  was  still  more  to  be  done. 
"We  wanted  a  full-line  investment 
setup,"  he  says.  "The  one  glaring 
weakness,  of  course,  was  mutual 
funds."  So  he  finally  pushed  MLPF&S 
into  the  water.  Now  that  he's  done 
so,  the  next  logical  step  would  be 
for  him  to  start  a  fund  or  funds  of 
his  own.  All  he'll  say  on  that  score 
is  that  he  wants  some  experience  in 
the  business  before  he  decides  whether 
or  not  to  go  that  far. 

With  all  his  diversification,  Regan 
is  quick  to  point  out  that  he  still 
very  much  wants  to  sell  more  cor- 
porate stocks  to  more  individuals. 
"You  can't  say  that  individual  in- 
vestors are  backing  away  from  the 
market,"  he  says.  "We  have  1.1  mil- 
lion individual  accounts  now,  against 
529,000  four  years  ago." 

Plenty  Left 

Merrill  Lynch,  of  course,  is  late 
to  the  mutual-fund  feast.  Fund  sales 
have  been  booming  for  20  years.  But 
Regan  is  looking  to  the  prospects 
ahead  rather  than  at  the  lost  sales 
behind.  He  points  out  that  only  9.1 
million  Americans  own  mutual-fund 
shares,  compared  with  26  million  that 
own  stock  in  corporations.  "I  think 
the  funds  are  teenagers,"  he  says. 
"They're  maturing  and  still  have  a 
lot  of  growth  to  go." 

With  its  3,750-man  sales  force,  it 
shouldn't  be  long  before  MLPF&S 
finally  starts  benefiting  from  that 
growth.  If  each  of  its  salesmen  just 
does  an  average  account  executive's 
sales  job,  the  firm  would  sell  fund 
shares  at  an  annual  rate  of  about 
$260  million.  That's  about  47  of  total 
fund  sales  and  would  bring  the  firm 
about  $20  million  in  commissions. 

It  would  also  bring  MLPF&S  a 
much  heftier  chunk  of  the  funds'  coin- 
mission  business.  It's  no  secret  that 
the  funds  tend  to  trade  with  the 
brokers  that  sell  their  shares. 

And  so,  Donald  Regan's  quiet  rev- 
olution goes  on.  Who  says  one  man 
can't  change  a  huge  institution?  ■ 
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You  can  count  on  Top  Value  for  full-service  incentive  plan 
know-how  with  sjx  exclusive  advantages  for  you : 


•  The  biggest  selection  of  famous  brand  mer- 
chandise, more  than  3,500  items 

•  No  bill  back  for  shipping  charges  ...  all 
merchandise  is  shipped  pre-paid 

•  A  two-way  guarantee  .  .  .  the  item  must  be 
defect-free  and  the  recipient  must  be  com- 
pletely satisfied 


•  Separately-bound  gift  selection  catalogs 
grouped  by  merchandise  value  or  a  big, 
all-in-one,  Citation  Awards  luxury  catalog 

•  Eight  distribution  centers  interlocked  by 
computer  to  assure  fast  delivery 

•  One  of  the  best  creative  travel  planning 
services  in  the  business 


Interested?  Get  in  touch  with  Top  Value.  We  have  more  than  400 
incentive  specialists  who  will  be  glad  to  give  you  more  information  on 
how  we  can  create  and  administrate  a  program  for  you  .  .  .  based  on 
stamps  or  a  point  system  .  .  .  offering  travel  or  merchandise.  Or  write  for 
our  informative  booklet,  "How  To  Plan  An  Incentive  Program." 


V, 


INCENTIVE  DIVISION,  Top  Value  Enterprises,  Inc.,  3085  Woodman  Drive,  Dayton,  Ohio  45420 
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Keys  that  open  a  new  world 
between  the  seeing  and  the  blind* 

How  could  people  who  don't  know  Braille  write  to  the  blind? 
The  problem  baffled  engineer  Marsden  Emig  for  three  years.  His 
story  tells  how  people  often  benefit  when  IBM  meets  a  challenge 


V 


v 
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Close-up  of  the  Braille  keys  adapted  to  an  IBM  electric  typewriter. 


t  didn't  make  sense  to  me,"  says  Marsden  Emig,  an 
•M  engineer,  "that  a  person  had  to  know  Braille 
order  to  write  to  a  blind  person. 

"The  answer,  I  felt,  was  to  adapt  a  standard  elec- 
:c  typewriter  so  that  anyone  who  could  type,  could 
pe  Braille.  In  this  way,  the  advantages  of  Braille 
3uld  be  available  to  many  more  people. 

"To  print  Braille,  the  type  has  to  strike  the  back 
the  paper,  and  raise  dots  on  the  front.  This  is  almost 
•mpletely  'backwards'  for  a  typewriter.  But  the  idea 
scinated  me. 

"In  1964,  I  decided  to  do  something  about  it.  I 
orked  at  home,  in  my  spare  time.  After  three  years  of 
ugging  away  at  the  problem,  I  finally  developed  the 


right  Braille  typewriter  slugs  and  the  necessary  type- 
writer modifications. 

"In  1967,  I  was  able  to  type  a  letter  to  Fred 
Gissoni,  a  blind  friend  who  was  a  consultant.  The  day 
after  I  wrote  to  Fred,  I  took  the  prototype  to  the  office 
and  proposed  that  my  company  manufacture  the  ma- 
chine. Less  than  a  year  later,  the  first  commercial  IBM 
Braille  typewriters  were  in  use. 

"Why  put  so  much  spare  time  into  a  Braille  type- 
writer? Because  a  real  need  existed.  An  important  need. 
And  I  was  pretty  certain  that  if  I  could  figure  out  a 
practical  way  to  do  the  job,  IBM  would 
work  out  a  way  to  turn  it  into  a  reality. 
Today,  the  Braille  typewriter  exists." 


IBM 
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Scotch  for  people 
who  know  the  difference* 


We  make  Scotch  for  the 
hard-to-please.  "Black  &  White!' 
Smooth.  Light.  The  one 
that  sets  the  standards  for  all 
other  Scotches.  Tonight. 
"Black  &  White!' 


BUCK  &  WHITE 

..      buchanans 
"Unqed  scotch  whiskY 

.  ""ret,  »  apTTLto  in  scon*"" e'  . 


"Black  &White"  Scotch. 

AGED,  BLENDED.  BOTTLED  IN  SCOTLAND  86  8  PROOF  SCOTCH  WHISKY  THE  FLEISCHMANN  DISTILLING  CORP.  NYC  SOLE  DISTRIBUTOR 
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The  Forbes  Index 
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Period  ol  Economic  Recession  as  defined 
by  National  Bureau  ol  Economic  Research 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


preliminary 

Commerce  private  nontarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


JULY    132.3 

AUG 133.4 

SEPT 134.0 

OCT 135  6 

NOV 136  2 

DEC 137.0 

JAN 136.9 

FEB 137.6 

MAR 137.3 

APR 138.3 

MAY    138.6 

JUNE  139.3 

JULY   138.5 

AUG.  (prel.)  138.6 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept,  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


The  Price/Earnings  Factor 


Barring  some  challenging  new  in- 
fluence, it  would  appear  that  this  bear 
market  must  burn  itself  out.  This 
writer  still  assumes  that  business  and 
earnings  must  be  worse  before  stocks 
can  do  much  better.  In  a  situation 
like  this,  it  is  not  so  much  a  matter 
of  what  stocks  are  worth  as  it  is  of 
where  they  will  sell.  Like  bull  mar- 
kets,  bear  markets   go  to  extremes. 

Readers  may  recall  my  heading  in 
the  July  15  issue:  "Less  Fun  and  Less 
Profitable."  Because  the  stock  market 
is  not  so  much  fun,  and  not  profitable 
at  all  for  most  people,  the  public 
is  no  longer  beating  a  path  to  broker- 
age offices.  In  the  late  bull  market, 
to  borrow  a  phrase  from  Ralph  Waldo 
Emerson,  the  brokers  were  making  a 
better  mouse  trap  and  the  world  was 
beating  a  path  to  their  doors. 

Now  that  the  public  either  does 
not  make  any  money  in  the  market 
or  actually  loses  money,  it  stays  away 
— or  at  least  does  not  buy.  To  some 
extent,  therefore,  a  bear  market  feeds 
on  itself.  Progressive  disillusionment 
takes  its  tiresome  toll. 

The  last  part  of  the  bear  market 
(I'm   inclined   to   think   that   we   are 

Mr.  Hooper  is  associated  with  the  New  York 
Stock  Exchange  firm  of  W.  E.  Hutton  &  Co. 


in  the  last  third  of  it)  is  the  burning 
out  process;  and  often  this  burning 
out  is  a  smoldering  out.  The  decline 
smolders  rather  than  flares,  and  some- 
times gives  off  a  sickening  odor.  Those 
who  have  probed  for  a  bottom  usual- 
ly wish  that  they  had  waited.  And 
pity  the  poor  stockbroker!  His  over- 
head, built  up  in  more  prosperous 
days,  is  eating  him  up! 

This  is  a  good  time  to  talk  about 
price/earnings  ratios.  Just  how  many 
times  earnings  should  a  stock  sell? 
The  Dow-Jones  industrials  at  around 
820  sell  at  about  13.8  times  earnings 
of  $59.47  for  the  12  months  ended 
June  30.  At  just  under  800,  the  ratio 
would  be  about  13.4  times.  At  750 
it  would  be  12.5  times.  Of  course, 
that  figure  of  $59.47  a  share,  in  my 
opinion,  is  suspect.  I  would  guess  that 
in  the  next  12  months  the  earnings  on 
the  Dow  will  be  at  least  10%  lower, 
which  would  be  $53.50. 

I  have  a  tabulation  on  the  high 
and  low  price/earnings  ratio  on  the 
DJI  that  goes  back  to  1916.  The  ratio 
got  as  high  as  23  times  in  1961  and 
as  low  as  6.4  in  1950.  This  ignores 
such  abnormalities  as  42  times  in 
1933  and  72.5  times  in  1931  when 
earnings  were  very,  very  low,  and  3 


times  in  1917  when  World  War  I 
earnings  were  given  an  understand- 
ably low  multiple. 

In  recent  times  the  Dow  has  sold 
at  under  10  times  earnings  at  some 
time  in  each  of  the  following  years: 
1954,  1953,  1951,  1950,  1949,  1948, 
1947,  1942,  1941  and  1937.  Since 
1955  the  Dow  has  never  sold  lower 
than  11.6  times,  and  in  10  years  did 
not  sell  as  low  as  14  times.  Since 
1957  it  has  sold  at  least  as  high  as 
17  times  in  every  year  up  to  1969. 
This  year's  high  to  date  has  been  16.3 
times.  Looking  back  over  the  record, 
and  eliminating  such  abnormalities  as 
1929-33  and  1938,  the  P/E  ratios 
of  the  past  12  years  have  been  "his- 
torically high."  Likewise  the  ratios 
between  1948  and  1953  were  "histori- 
cally low,"  ranging  between  11.8 
times  and  6.4  times. 

Why  do  these  "average"  price 
earnings  ratios  fluctuate  so  widely? 
There  is  no  simple  answer.  Normally, 
of  course,  other  things  being  equal 
(which  is  hardly  ever  true),  price/ 
earnings  ratios  should  be  highest 
when  earnings  are  lowest  and  lowest 
when  earnings  are  highest.  During 
World  War  I  and  World  War  II  some 
armament  shares  with  exceedingly 
high  net  per  share  sold  for  one,  two 
and  three  times  earnings.  On  the 
other  hand,  in  years  like  1938,  1930, 
1931,  1933,  1934  and  1935,  when 
earnings  on  the  Dow  were  way  down, 
price/earnings  ratios  were  very  high 
because  investors  recognized  that 
earnings  were  abnormally  poor. 

In  theory,  it  should  be  kept  in 
mind,  the  stock  market  "discounts,'' 
or  looks  ahead.   It  is  much  less  con- 
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TelegrowtK 

BABSON'S 

NEW  TELEGRAPHIC 

AGGRESSIVE  GROWTH 

PORTFOLIO  SERVICE 


TELEGROWTH  is  the  result  of  requests 
from  regular  Babson  clients  and  other  in- 
vestors who  have  expressed  a  desire  to 
speculate  "on  the  side"  with  a  portion  of 
their  funds  without  materially  disturbing 
their  basic,  long-range  investment  plans. 
As  its  name  implies,  TELEGROWTH  is  de- 
signed to  be  a  very  closely  supervised 
high-performance,  high-risk,  growth  port- 
folio service  with  buy  and  sell  advice 
flashed  to  clients  by  telegram. 

Briefly,  here  is  how  TELEGROWTH  works: 

1  Babson's  specially  appointed  Aggres- 
sive Investment  Committee  has  set  up  a 
master  model  TELEGROWTH  portfolio 
service  with  only  one  investment  objec- 
tive in  mind  —  substantial  capital  growth 
in  the  shortest  possible  time.  Securities 
selected  for  your  TELEGROWTH  portfolio, 
although  likely  to  be  speculative  in  nature, 
will  be  carefully  researched  and  actively 
supervised  in  an  all-out  effort  to  obtain 
maximum  performance. 

2  If  you  decide  to  subscribe  to  TELE- 
GROWTH, we  will  mail  you  YOUR 
MASTER  MODEL  TELEGROWTH  PORT- 
FOLIO as  it  stands  on  that  day,  along 
with  complete  instructions.  You  will  then 
build  your  own  TELEGROWTH  portfolio 
by  buying,  through  your  broker,  each  of 
the  recommended  TELEGROWTH  stocks 
in  proportion  to  the  total  capital  you  are 
willing  to  commit  to  such  a  venture. 

3  In  striving  for  maximum  performance, 
Babson's  Aggressive  Investment  Commit- 
tee will  keep  your  master  model  TELE- 
GROWTH portfolio  under  continuous, 
close  supervision.  They  will  notify  all 
TELEGROWTH  clients  of  recommended 
new  purchases  and  sales  by  telegram. 

The  annual  fee  for  TELEGROWTH  is  $240. 

It  should  be  clearly  understood  that  we 
recommend  TELEGROWTH  only  to  inves- 
tors whose  personal  circumstances  and 
investment  outlook  permit  them  to  allo- 
cate a  portion  of  their  funds  to  a  frankly 
speculative,  but  diligently  supervised  ven- 
ture. If  you  are  among  this  group,  how- 
ever, we  feel  confident  that  you  would  do 
well  to  add  TELEGROWTH  as  a  specula- 
tive supplement  to  your  present  long- 
range  investment  program.  For  complete 
information  on  TELEGROWTH,  simply  mail 
this  coupon. 


Please  send  me  complete  details  on  TELE- 
GROWTH, Babson's  new  Telegraphic  Growth 
Portfolio  Service.  Dept.     F  288 


Name- 


Street  &  No.. 


Clty- 


.State Zip. 
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BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


cerned  about  conditions  as  they  are 
than  about  conditions  as  they  may  be 
a  year  or  six  months  hence.  When 
people  are  expecting  lower  earnings, 
as  many  are  now,  prices  as  related 
to  earnings  will  be  lower  than  when 
investors  are  confident  that  earnings 
will  be  higher  six  months  or  a  year 
ahead.  This  is  another  way  of  saying 
that  price  earnings  ratios  are  a  mea- 
sure of  what  is  called  "confidence." 

Actually,  there  is  no  "proper"  and 
"right"  relationship  between  per- 
share  earnings  and  price  that  applies 
to  more  than  a  few  stocks.  Certainly 
stocks  like  IBM,  Xerox,  Polaroid, 
Memorex,  Honeywell  and  Louisiana 
Land  are  entitled  to  sell  at  a  much 
higher  appraisal  of  current  earnings 
than  issues  representative  of  the  aero- 
space, railroad,  steel,  or  auto  industry. 

An   Abstract  Appraisal 

Then  there  is  the  persistent  prob- 
lem of  the  so-called  vogue  stocks,  like 
the  convalescent  home  equities  right 
now.  Often  unseasoned  shares  of  new 
companies  "with  a  story"  sell  on  a 
complex  popularity  basis,  with  which 
it  does  not  pay  the  realistic  commen- 
tator to  debate — at  least  over  long 
periods.  The  simple  fact  in  this  area 
is  that  such  stocks  are  abstractly 
rather  than  mathematically  appraised. 
Price  earnings  reasoning  can  get  you 
into  a  peck  of  trouble. 

I've  always  thought  that  there 
should  be  some  connection  between 
money  rates  and  price  earnings  ra- 
tios, but  in  recent  years  stocks  have 
gone  up,  or  at  least  stayed  up,  in 
spite  of  rapidly  rising  money  rates. 
The  spread  between  bond  yields  and 
stock  yields  has  widened  instead  of 
narrowed.  Here  inflation  and  expec- 
tation of  more  inflation,  has  no  doubt 
been  a  consideration.  Another  more 
subtle  element  has  been  the  indiffer- 
ence of  people  in  high-income  tax 
brackets  in  regard  to  the  acquisition 
of  additional  taxable  income.  There 
has  been  more  interest  in  capital  ap- 
preciation or  in  "store-of-value"  than 
in  income  per  se.  Furthermore,  bonds 
have  been  unpopular  because  they 
have  been  such  bad  investments  for 
years  vis-a-vis  stocks.  I  do  think, 
however,  that  the  relative  attractive- 
ness of  bonds,  now  that  they  yield 
around  8%,  is  much  greater  than  in 
tlic  past:  and  I  suspect  that  high  bond 
yields  are  absorbing  some  conserva- 
tive institutional  money  that  other- 
wise would  be  going  into  stocks. 

There  is  much  debate  right  now 
in  the  analyst  profession  as  to  what  the 
Dow  will  earn  in  the  next  12  months. 
Several  directors  of  research  have 
asked  their  analysts  to  make  educated 
estimates  of  the  earnings  of  each 
stock    in    the    D|I.    and    their    figures 


suggest  that  the  Dow  earnings  will  not 
be  down  as  much  as  10%  in  the  next  12 
months  or  in  1970.  Most  of  these 
specialist-analysts  still  are  influenced 
by  the  afterglow  of  the  boom,  and  I 
think  they  are  underestimating  the 
earnings  deterioration  which  will  re- 
sult from  higher  costs  and  little  if  any 
increase  in  volumes.  I  think  earnings 
on  the  Dow  are  more  likely  to  be  $50 
.to  $53  a  share  next  year  than  $55 
to  $57. 

On  the  basis  of  earnings  of  $52  a 
share  for  next  year,  the  Dow  sells  at 
15.6  times  at  825,  at  15.4  times  at 
800,  at  14.9  times  at  775  and  at  13.4 
times  at  700.  No  prediction  should  be 
inferred  from  these  figures. 

Actually,  we  have  some  very  di- 
verse P/Es  right  now.  As  this  is 
written  Memorex  is  selling  at  about 
47  times  this  year's  estimated  net. 
Xerox  45  times,  Texas  Instruments  41 
times,  IBM  40  times,  Coca-Cola  30 
times,  General  Electric  18  times. 
Standard  Oil  of  Ohio  19  times,  Gen- 
eral Motors  and  Standard  Oil  of  New 
Jersey  both  at  about  11/2  times,  Con- 
solidated Edison  9  times,  United  Air- 
craft 8/2  times,  Bethlehem  Steel  and 
U.S.  Steel  both  at  about  8  times. 
Chrysler  at  8  times  and  McDonnell 
Douglas  at  about  5/2  times.  By  going 
out  into  the  highways  and  byways  of 
the  stock  market  one  could  find  some 
even  more  interesting  ratios,  but  per- 
share  estimates  for  many  of  these  are 
not  as  likely  to  be  "in  the  ball  park" 
as  estimates  for  those  listed. 

I'm  disinclined  to  make  main 
buying  suggestions  at  this  point,  still 
feeling  that  I  want  the  dust  to  settle. 
I  will  say  that  I  think  the  outlook  for 
higher  silver  prices  over  the  next  year 
or  two  is  bright,  and  that  on  weak- 
ness I  think  issues  like  Hccla  Mining. 
New  York  {?  Honduras  Rosario,  Sun- 
shine  Mining  and  Texas  Gulf  Sulphur 
(important  in  silver)  may  be  interest- 
ing to  the  patient  investor.  I  will  also 
say  that  I  think  United  Aircraft  is  a 
cheap  blue  chip;  it  should  earn  $5 
this  year  in  spite  of  difficulties,  and  its 
bookkeeping  is  about  the  most  con- 
servative in  the  aerospace  field. 

As  long  as  people  are  not  making 
money  in  the  stock  market,  you  can't 
expect  it  to  be  a  popular  place;  and 
most  people  right  now  are  losing 
money.  The  chances  are  that  there 
will  be  better  buying  opportunities. 
and  that  there  may  be  a  chance  to 
buy  stocks  for  less  than  they  are 
worth,  not  just  at  reasonable  prices  in 
relation  to  earnings.  This  bear  market 
pattern  looks  more  "conventional"  all 
the  time.  If  it  ends  conventionally,  it 
will  end  on  more  extreme  discourage- 
ment and  in  a  period  of  greater  in- 
activity. But  I  still  think  it  probably 
is  two-thirds  over.  ■ 
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Sentinel 

Income  Fund  Inc. 

a  Member  of  the 
National  Life  Equity  Group. 


TWO  NEW 

MUTUAL  FUNDS 


On  the  left,  Sentinel  Growth  Fund  Inc., 
whose  primary  investment  objective  is  to  seek  interme- 
diate and  long-term  growth. 

On  the   right,  Sentinel   Income   Fund   Inc., 
whose  primary   investment  objective   is  to   invest  for 
higher  than  average   continuing  income. 

The  management  of  both  funds  will  take 
what  it  considers  prudent  risks  in  an  effort  to  make 
your  money  grow.  For  a  free  prospectus  on  either 


fund,  write  Equity  Services  Inc.,  National  Life  Drive, 
Montpelier,  Vermont  05602,  or  see  your  Equity  Serv- 
ices Inc.  representative. 

This  advertisement  shall  not  constitute  an 
offer  to  sell  or  solicitation  of  an  offer  to  buy.  The  offer 
is  made  only  by  the  prospectuses  and  only  in  those 
states  where  such  offer  is  approved. 

Equity  Services  Inc. 


Equity  Services  Inc.  is  a  subsidiary  of  National  Life  Investment  Management  Company  Inc. 
National  Life  Investment  Management  Company  Inc.  is  a  subsidiary  of  National  Life  Insurance  Company,  Montpelier,  Vermont. 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Near  Bottom? 


The  most  important  stock-market 
factor  is  psychological.  The  way  the 
people  feel  about  the  future  is  bound 
to  influence  their  decision,  whether 
to  buy,  or  to  defer  buying,  or  to  sell. 
When  everything  looks  rosy,  investors 
will  be  optimistic  and  eventually 
they'll  become  exuberant  as  their 
own  buying  pushes  stock  prices  to 
ever  higher  levels.  That's  when  we 
have  a  bull  market. 

Lately,  however,  almost  everything 
appears  to  have  been  going  wrong, 
and  the  effect  on  people's  attitudes 
towards  the  stock  market  is  predict- 
ably negative.  Our  new  President  who, 
if  you  remember,  had  a  secret  formula 
for  ending  the  mess  in  Vietnam  when 
he  was  campaigning  for  the  election 
a  year  ago,  now  finds  himself  as  hope- 
lessly frustrated  as  his  predecessor. 
U.S.  prestige  is  still  deteriorating  all 
over  the  world.  We  have  to  make 
abject  apologies  to  North  Korea  to 
redeem  a  helicopter  crew  that  lost 
its  way.  A  country  like  Syria  refuses 
to  return  all  the  passengers  traveling 
on  a  hijacked  American  aircraft.  South 
American  countries  put  a  non-wel- 
come mat  out  for  a  prominent  emis- 
sary of  the  President;  and  Chile  and 
Peru  practice  expropriation  and  na- 
tionalization, and  capture  our  fishing 
boats.  We  make  ourselves  look  ri- 
diculous by  openly  discussing  the 
responsibility  for  bumping  off  a  Viet- 
namese double  agent.  We  have  neither 
the  respect  nor  the  friendship  of  other 
countries — except,  maybe,  Roumania. 

Domestic  Difficulties 

At  home  the  picture  is  equally  dis- 
mal. Neither  the  President  nor  his 
Cabinet  have  provided  the  kind  of 
active  leadership  that  would  inspire 
confidence.  The  uplifting  effect  of 
the  glorious  achievement  of  landing 
on  the  moon  was  marred  In  short- 
sighted and  narrow-minded  criticism 
that  the  money  should  have  been 
spent  on  the  poor.  Inflation  is  still 
rampant,  and  efforts  to  get  it  under 
control  have  the  effect  ol  a  wet 
blanket  on  everybody's  spirits.  Tam- 
pering with  the  tax-exempl  features 
of  the  hiinds  ol  states  and  munici- 
palities is  making  it  prohibitively  ex- 
pensive,   il    not    impossible,    to    raise 

Mr.  Biel  is  a  partner  in  the  New  York  Slock 
Exchange   firm   ol  Emanuel,   Deeljen   &   Co 


funds    for    urgently    needed    public 
projects. 

Relations  between  the  races  could 
hardly  be  worse.  There  is  more  mu- 
tual suspicion  and  hatred  than  most 
of  us  have  seen  in  our  lifetime.  The 
education  system,  from  the  university 
level  to  almost  kindergarten,  is  in  a 
turmoil.  Welfare  costs  are  astronomical 
and  still  rising,  despite  near-full  em- 
ployment. Some  labor  union  demands, 
such  as  those  of  the  elevator  installers 
in  New  York,  are  not  only  unreason- 
able but  approach  extortion. 

Gloom   and  Doom 

When  people  are  discouraged,  dis- 
gusted and  despondent,  you  have  the 
atmosphere  in  which  a  bear  market 
thrives.  Who  wants  to  take  risks,  who 
wants  to  buy  stocks  when  all  you 
hear  is  gloom  and  doom?  There  is 
a  growing  urge  to  seek  personal  se- 
curity, to  put  your  money — you  can't 
call  it  "investing" — into  supersafe  me- 
dia now  paying  well  over  8%.  Then, 
when  you  read  the  growing  number 
of  disappointing  earnings  reports,  and 
you  look  at  the  lengthening  list  of 
dividend  cuts  and  omissions,  and  you 
wonder  how  much  worse  next  year's 
profits  could  be  (if  there  should  be 
a  recession  of  sorts),  you  may  be 
tempted  to  say  to  hell  with  it  all — 
and  dump  your  stocks.  This  will  be, 
you  can  be  sure,  at  or  near  the  bottom 
of  the  bear  market. 

It  is  possible,  of  course,  that  I  am 
misreading  the  evidence.  Maybe  pes- 
simism in  the  rest  of  the  country  is 
not  yet  as  deep  and  pervasive  as  it 
is  on  Wall  Street.  If  this  should 
be  the  case,  then  my  expectation  that 
we  are  approaching  the  end  of  this 
bear  market  would  be  premature. 

There  will  be  some  evidence,  I 
hope,  to  confirm  the  bottom.  Some 
analysts  look  for  a  selling  climax,  with 
the  volume  heavy  and  nine  out  of 
ten  stocks  declining.  Others  want  to 
see  large-scale  short  selling  by  odd- 
lot  traders  and  numerous  oilier  statis- 
tical and  technical  data  which,  in  the 
past,  have  been  helpful.  In  addition, 
I  should  like  to  see  a  degree  of  im- 
munity to  bad  news  and  responsive- 
ness to  good  news. 

The  mere  Fact  that  a  stock  is  now 
selling  at  a  fraction  of  its  former  high 
does  not  necessarily  make  it  a  bargain. 


Over  the  years  we  have  seen  all  too 
many  examples  of  speculative  bull- 
market  favorites  which  collapsed — 
and  never  came  back.  Remember  the 
bowling  boom?  Or  Transition?  Or 
Anken  Chemical  (now  delisted)? 
Sure,  "Automatic"  Sprinkler,  down 
from  74  last  year  to  14  at  present, 
appears  to  be  cheap,  but  is  it?  The 
past  is  past,  and  a  high  price  some 
.time  ago  is  only  of  historical  interest; 
it  is  not  necessarily  a  rational  target 
for  the  next  move. 

An  unusually  low  price  in  relation 
to  earnings  should  also  not  be  taken 
as  an  indicator  of  relative  attractive- 
ness. It  may  simply  reflect  a  lackluster 
situation  (viz.  the  steel  industry),  or 
questionable  accounting  practices  (cer- 
tain conglomerates),  or  other  deficien- 
cies. As  a  matter  of  fact,  among  the 
stocks  with  an  above-average  perform- 
ance this  year  there  are  hardly  any 
with  a  lower-than -average  price/ 
earnings  ratio. 

Potential  Buys 

While  one  can  make  worse  mistakes 
than  buying  the  high-flying  Avon, 
Burroughs,  Johnson  <b  Johnson  and 
the  like,  it  is  understandably  difficult 
for  most  people  to  do  so.  Yet  there 
are  hundreds  of  stocks  of  big,  medium 
and  small  corporations  that  are  finan- 
cially sound  and  have  good  records 
and  good  prospects.  They  are  selling 
at  prices  that  are  low  not  only  in  rela- 
tion to  their  record  highs,  but  also  in 
relation  to  the  earnings  pattern  of  re- 
cent years,  even  after  taking  into 
consideration  that  "normal"  P/E  rates 
must  be  adjusted  downward  to  allow 
for  the  present  high  level  of  interest 
rates.  A  stock  like  RCA  is  usually  not 
available  at  about  14  times  earnings, 
and  the  same  goes  for  Weslinghouse 
Electric.  I  also  like  Clark  Equipment 
(32),  which  has  not  missed  a  dividend 
since  the  days  of  the  Great  Depression 
36  years  ago.  Clark  sells  at  about  ten 
times  probable  1969  profits.  Cater- 
pillar Tractor  (42),  a  prestige  stock 
that  is  favored  by  institutional  in- 
vestors, deserves  a  place  on  the  poten- 
tial buy  list.  Bliss  &  Laughlin  (23), 
which  I  mentioned  in  Forbes  about 
a  year  ago.  is  chalking  up  another 
year  of  record  profits.  This  stock  can 
currently  be  bought  for  barely  ten 
times  earnings. 

Yes,  these  stocks  arc  subject  to 
cyclical  factors,  but  unless  the  U.S.  is 
headed  for  a  more  prolonged  and  a 
deeper  business  setback  than  almost 
any  economist  foresees,  such  stocks 
should  be  bought  when  pessimism  is 
most  rampant.  Of  course,  if,  contrary 
to  expectation,  a  recession  should  de- 
velop, then  all  bets  are  off — and  we 
should  have  run  for  the  hills.  ■ 
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DO  YOUR 
STOCKS 
SUIT  YOU 
NOW? 

If  you  are  puzzled  by  this  question,  you  are  not  a  sub- 
scriber to  The  Value  Line  Investment  Survey. 

Value  Line  subscribers  find  out  if  a  stock  is  suitable  for 
them  by  using  Value  Line's  objective  determinations  of 
probabilities  to  ascertain  if  the  evaluations  of  particular 
securities- based  on  the  probabilities  —  are  consistent 
with  their  own  personal  investment  goals. 

For  example.  If  your  main  objective  is  income  and  XYZ 
company  appears  to  look  very  favorable  for  capital  ap- 
preciation in  the  next  12  months  but  its  yield  is  presently 
I0"*  and  does  not  seem  likely  to  increase  in  the  coming 
year,  this  stock  is  not  suitable  for  you.  Yet  your  best 
friend  may  be  primarily  interested  in  growth  within  the 
next  year.  For  him  XYZ  company  is  suitable.  You  may 
rightly  say:  that  is  all  well  and  good . . . but  before  I  can 
even  determine  whether  a  stock  is  suitable  for  me  I  must 
be  able  to  evaluate  the  potential  of  a  particular  stock  for 
me  in  terms  of  probable  market  performance,  apprecia- 
tion, income  and  quality.  And  furthermore,  I  should 
know  how  XYZ  company's  probable  performance  stacks 
up  against  other  stocks,  because  there  are  a  tremendous 
number  of  securities  I  can  examine  before  making  an  in- 
telligent decision.  However,  how  can  I  obtain  this  kind 
of  information  without  devoting  hundreds  of  hours  I  do 
not  have,  even  assuming  I  knew  how  to  formulate 
proper  determinations  on  specific  stocks? 

Well,  that  is  where  The  Value  Line  Investment  Survey 
comes  in.  Each  week  Value  Line— alone  among  advisory 
services— systematically  rates  each  of  1400  stocks,  rela- 
tive to  the  others,  into  one  of  five  groups  on  four  counts: 

1.  The  stock's  probable  market  performance  in  the 
next  12  months 

2.  Its  appreciation  potential  3  to  5  years  hence 

3.  Its  income  (yield)  in  the  next  12  months 

4.  Its  quality  (i.e.,  its  dependability  over  the  very 
long  term— beyond  5  years) 

Each  stock  is  rated  from  I  (Highest)  to  V( Lowest)  for 
12-month  performance,  3-5  year  potential  and  yield. 
Each  stock  is  graded  from  A  plus  to  C  minus  for  quality. 
The  1400  stocks  include  nearly  all  of  the  common  stocks 
traded  on  the  New  York  Stock  Exchange  plus  about  300 
on  the  American  Exchange  and  the  OTC  markets. 

To  determine  if  a  particular  stock  is  suitable  for  you 
when  you  are  a  Value  Line  subscriber,  all  you  do  is  apply 
the  Value  Line  suitability  test.  It  takes  only  a  minute. 
Each  Roman  numeral  in  the  first  three  ratings  and  each 
letter  in  the  quality  grading  is  equated  to  an  Arabic  index 
number  as  follows: 

III 

(3) 

B 
3 

When  you  desire  to  know  how  suitable  a  stock  is  for  you 
in  terms  of  your  personal  investment  goals  at  any  time, 
you  weight  the  Arabic  index  numbers  as  follows:  the 
index  number  which  corresponds  to  your,  most  important 
personal  investment  goal  is  multiplied  by  11;  next  most 
important  by  6;  next  by  2;  and  your  least  important  by 
1.  For  example,  suppose  your  most  desired  goal  is  Qual- 
ity (dependability  over  the  very  long  term).  Your  next 
most  important  goal  is  performance  over  the  next  12 
months;  next,  3-5  year  appreciation;  and  yield  (income) 


I 

II 

(5) 

(4) 

A+.A 

A-.B+ 

5     5 

4       4 

IV 

V 

(2) 

(1) 

B-.C+ 

c,c- 

2    2 

1    1 

in  the  next  12  months  is  least  important.  That  being  the 
order  of  your  personal  preferences,  you  would  compute 
the  suitability  of  a  stock  which  happens  to  have  a  Qual- 
ity grade  of  A,  a  12-month  Performance  rating  of  V,  a  3-5 
year  Potentiality  Rating  of  II,  and  a  Yield  Rating  of  IV, 
as  follows: 


Quality 

A 

5x11 

=  55 

12  months  performance 

V 

1x6 

=    6 

3  to  5  year  appreciation 

II 

4x2 

=   8 

Yield— next  12  months 

IV 

2x1 

=    2 

SUM 

=  71 

A  score  of  100  would  be  perfect;  60  average;  20  the  lowest 
possible.  If  you  ranked  your  investment  goals  in  a  differ- 
ent order,  the  suitability  score  of  the  very  same  stock 
would  be  different,  too.  For  example,  suppose  your  best 
friend  decided  that  year  ahead  performance  was  his  most 
important  goal,  yield  his  next,  then  3-5  year  apprecia- 
tion, and  least  important,  Quality.  The  sum  of  his  suit- 
ability score  would  be  36  against  your  71.  Therefore,  the 
same  stock  would  be  almost  twice  as  suitable  for  you  as 
for  him.  Value  Line  ratings  are  recomputed  every  week 
to  reflect  changes  in  price  and  earnings.  Therefore,  when 
you  are  a  Value  Line  subscriber  you  should  review  your 
portfolio  periodically  to  make  sure  that  your  stocks  are 
systematically  lined  up  with  your  own  investment  objec- 
tives at  all  times. 

Not  every  stock  will  always  perform  in  accordance  with 
its  ratings.  But  such  a  high  percentage  have  in  the  past, 
for  reasons  that  are  logical,  that  the  probabilities  stand 
strongly  in  favor  of  the  predictions  given  by  the  ratings. 
Besides  the  weekly  ratings,  Value  Line  publishes  quar- 
terly full-page  research  reports  on  each  stock  and  more 
often  if  evidence  requires  it.  A  suitability  table  is  printed 
on  the  face  of  each  quarterly  report.  It  contains  the  index 
numbers  applicable  to  the  stock.  All  you  have  to  do  is 
put  in  your  appropriate  weights,  multiply,  and  add  up 
the  score. 

In  order  to  start  putting  your  stocks  to  the  suitability 
test,  just  fill  in  the  coupon  below.  If,  for  any  reason, 
Value  Line  should  fail  to  meet  your  expectations,  return 
the  material  within  30  days  and  your  money  will  be  re- 
funded in  full  and  at  once.  You  may  receive  Value  Line 
for  the  term  you  check— one  year  for  $167,  three  months 
for  $44,  or  four  weeks  for  $5.  Each  weekly  edition  con- 
sists of  full-page  reports  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry  groups... plus  the 
24-page  Weekly  Summary  of  Advices  &  Index,  which 
contains  the  latest  ratings  for  all  1400  stocks.  Here  you 
can  check  to  see  if  there  have  been  any  changes  in  the 
ratings  that  will  necessitate  your  applying  a  new  suit- 
ability test  to  a  particular  stock.  In  addition,  you  receive 
weekly  the  8-page  Selection  &  Opinion  editorial  section 
. . .  plus  the  monthly  Special  Report  on  insider  transac- 
tions and  the  quarterly  Special  Report  on  mutual  fund 
transactions  issued  during  the  term  of  your  subscription. 

BONUS  •  With  the  annual  or  three-month  subscription,  Value 
Line  will  ship  to  you  immediately  the  2-volume  Investors  Refer- 
ence Library,  which  will  give  you  the  latest  full-page  reports  on  all 
1400  stocks  published  prior  to  your  subscription. 

In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The 
Value  Line  Investment  Survey,  we  cannot  make  the  $5  introductory 
subscription  available  to  those  who  have  already  had  such  a  4-week 
subscription  within  the  past  six  months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


□  3  MONTH  TRIAL- J  44 
(13  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
-as  a  bonus— the  2-volume  Investors  Riference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
D  Payment  enclosed  D  Bill  me 


D 


FOUR-WEEK  TRIAL-55 

(4  EDITIONS) 


Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print).  _ 
Address  


AA16-43 


City. 


Z'P. 


(Subscription  fees  are  deductible  for  income  tax  purposes.   N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N  Y.  State  residents,  add  applicable  sales  tax.) 

The  Value  Line  Investment  Survey 

Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  East  44th  Street  •  New  York,  N.Y.  10017 

(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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Double 
Safety 


THINK 
ABOUT   IT 


Privacy 

plus  j 

a  Bonus  i% 

In  a  pinch,  or  when  a  good  deal  comes 
along,  nothing  takes  the  place  of  cash. 
Our  Bonus  Savings  Account  gives  you 
instant  availability  plus  highest  earn- 
ings. Base  interest  rate  is  compounded 
daily  — date  in  to  date  out  —  paid 
quarterly.  Bonus  paid  at  maturity  (36 
months).  Minimum  account  —  $1,000. 
No  minimum  for  Passbook  accounts. 
Write  for  details. 


.  .  .  and  strongest 


M  EST    1937 

Fidelity 

J^e^tW£  SAVINGS 

AMD  LOAN  ASSOCIATION 

Box  1631-22   •    Glendale,  Calif.  91209 
Assets  over  $425,000,000 


Please  send  information  on: 

D   5'A%  Bonus  accounts 
□   5%  Passbook  accounts 


Address. 


City 


.State- 


_Zip. 
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CONVERTIBLES 

Convertible    Bonds    and    Convertible    Pre-  | 

ferred  Stocks  now  currently  traded  can  be  g 

ignored   by   an   investor   only  to   his   own  I 

detriment.   In  many  cases   an   intelligently  g 

selected  convertible  can  sharply  limit  risk  =_ 

on  the  downside,  while  providing  just  as  I 

much  appreciation  as  the  common  on  the  = 

upside.  2 

Let   our   R.H.M.   Convertible   Survey — one  1 

of   the   largest   convertible   services   in   the  s 

country,    and    subscribed    to    by    bankers.  g 

brokers  and  institutions  throughout  the  in-  g 

vestment  world — tell  you  the  whole  story  of  g 

the   convertible   bond  and  convertible   pre-  g 

ferred  stock  and  outline  a  method  by  which  g 

you  can   profit   from   the   1,000   convertibles  g 

currently  traded.  g 

A    valuable    descriptive    folder    Is    avail-  g 

able   to    you   free   on   request   and   will   be  = 

sent  without  any  obligation.  Just  mail  this  g 

ad   with  your  name  and   address  to   "Con-  = 
vertibles"    Dept.    FC-3.    R.H.M.    Associates, 

220    Fifth    Ave.,     New    York.    N.    Y.     10001.  = 
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MATURING 

SCOTCH  WHISKY 

CAN    PRODUCE 

CAPITAL  GAINS 

F.  Schoenwald,  Accrued  Equities,   Inc. 
122  East  42nd  Street,  New  York  City  10017 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


More  Evidence 


For  the  past  two  months  this  column 
has  been  pointing  to  some  broad- 
gauge  reasons  for  thinking  that  the 
bear  market  in  common  stocks  had 
moved  into  an  average  price  range 
where  a  base  for  the  next  major  up- 
trend could  gradually  unfold.  As  the 
current  issue  of  Forbes  goes  to  press, 
these  reasons  not  only  still  seem 
valid  but  can  be  buttressed  by  more 
specific  evidence  of  the  sort  one  nor- 
mally expects  to  emerge  during  a 
period  of  base  development. 

For  example,  we  now  know — the 
relevant  statistics  unfortunately  are 
always  three  weeks  or  more  behind 
the  event — that  in  the  final  week  of 
July,  when  the  Dow  broke  to  and 
briefly  through  800,  short  selling  by 
round-lot  customers  on  the  New  York 
Stock  Exchange  rose  to  record  volume 
levels,  exceeding  even  the  weekly 
total  at  the  turn  of  the  1966  bear 
market,  and  continued  at  a  relatively 
high  rate  during  the  subsequent  price 
recovery.  A  high  volume  of  short 
sales,  especially  if  traceable  to  fear 
of  lower  prices,  can  usually  be  con- 
sidered a  source  of  latent  technical 
strength  because  such  sales  can  be 
completed  only  by  delivery  of  bor- 
rowed stock  that,  in  a  majority  of 
cases,  must  sooner  or  later  be  bought 
by  the  short  seller  in  the  open  market 
for  return  to  the  lender. 

Understandably,  short  sellers  tend 
to  become  particularly  aggressive  and 
stubborn  after  a  break  in  stock  prices, 
so  it  should  not  be  very  surprising 
that  the  "short  interest" — the  total 
of  all  sales  sold  short  but  not  yet 
"covered"  by  purchase — tends  to  in- 
crease, relative  to  total  share  turn- 
over, in  the  final  phase  of  a  bear 
market  and  during  the  (usually)  pro- 
longed trading-range  fluctuations  that 
can  lay  the  foundation  (base)  for  the 
next  bull  market.  The  fact  is  that 
all  such  major  base  developments  in 
the  past  four  decades  (the  statistics 
go  back  further)  were  marked  by 
this  characteristic.  Thus,  in  Novem- 
ber 1966,  when  many  were  convinced 
the  bear  market  would  soon  continue, 
the  NYSE  short  interest  was  equal 
to  2.05  times  average  daily  trading 
volume;  under  similar  conditions  in 
October    1962    and    July    1958,    the 

Mr.  Schulz  la  a  partner  in  the  New  York 
Stock   Exchange  firm  of  Wolfe   &   Co. 


short-interest  ratio  stood,  respectively, 
at  2.00  and  2.30. 

From  this  viewpoint  it  is  encour- 
aging that  the  short-interest  ratio 
typically  began  to  rise  last  June  and 
July  and  in  mid-August  was  up  to 
1.62,  against  1.44  in  mid-May.  To 
be  sure,  the  August  ratio  was  still 
well  under  the  unequivocally  bullish 
levels  cited  above.  But  some  earlier 
bear  markets  reversed  with  the  short- 
interest  ratio  going  no  higher  than 
1.75-1.90;  and  given  the  lacklustre, 
if  not  downright  depressing,  atmo- 
sphere that  may  surround  the  stock 
market  during  much  of  the  next  few 
months,  short  selling  is  apt  to  con- 
tinue relatively  popular  so  that  the 
ratio  should  rise  considerably  closer 
to  2.00  before  the  presumed  new 
base  is  complete.  The  process  of 
building  up  a  desirably  high  degree 
of  technical  strength  on  the  short- 
term  interest  sector  might  very  con- 
ceivably be  accelerated  if  the  market 
were  to  break  the  late-July  lows 
(Dow  788-802),  perhaps  only  briefly 
and  marginally,  which  would  prob- 
ably push  the  volume  of  short  sell- 
ing to  new  record  highs. 

A  Developing  Base 

Another  indication  that  typical  base 
development  began  as  the  late-July 
lows  were  being  approached  and  con- 
tinued into  September  can  be  found 
in  the  statistics  for  NYSE  odd-lot 
trading.  It's  a  long  established  fact 
that  investors  who  deal  in  odd-lots 
(less  than  100  shares  of  any  given 
stock)  characteristically  tend  to  sell 
less,  or  to  buy  more,  stock  on  balance 
as  prices  fall.  But  late  in  a  down- 
trend, like  most  other  investors,  they 
become  discouraged  and  begin  to  do 
more  net  selling,  or  less  net  buying. 
This  telltale  response  showed  up  in 
relatively  mild  form  during  the  sec- 
ond half  of  July  and  became  some- 
what more  pronounced  in  the  second 
half  of  August,  when  the  market 
moved  toward  yet  another  test  of 
the  July  lows.  Like  the  rising  short- 
interest  ratio,  this  symptom  of  mount- 
ing skepticism  after  a  deep  price 
collapse  is  the  kind  of  technical  evi- 
dence that  has  always  marked  the 
unfolding  of  an  important  new  base. 
I  expect  to  see  more  such  evidence 
in  the  weeks  and  months  to  come. 
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STOCK  TRENDS 

By  Myron  Simons 


The  Coming  Advance  Past  1000 


OMETiMES  to  the  benefit  of  investors, 
jmetimes  to  their  detriment,  the  Fed- 
iral  Government  has  been  the  direct 
ause  of  most  of  the  major  stock 
larket  swings  of  the  1960s.  The  de- 
lline  of  this  spring  and  summer  was 
irectly  related  to  Washington's  fight 
gainst  inflation.  In  1966  Washing- 
»'s  "credit  crunch"  caused  a  bear 
larket.  Just  a  year  ago,  the  Federal 
ieserve,  pumping  money  into  the 
conomy  to  offset  the  tax  surcharge, 
elped  power  a  major  advance  in  the 
larket.  Going  further  back,  the  great 
■nil  market  that  began  in  1963  at 
round  TOO  on  the  Dow  and  reached 
early  1000  was  powered  b)  the 
l\  cut  combined  with  federal  spend- 
lg  on  the  Vietnam  war. 

But  people  don't  seem  to  get  the 
ge.  Even  though  the  Govem- 
lent's  moves  are  well  advertised  in 
dvance,  the  market  almost  always 
ikes  a  long  time  before  reacting  to 
he  signals.  The  present  credit  strin- 
encj  began  in  December  of  last 
ear.  but  the  sharp  market  decline 
PBted  until  late  this  spring. 

Since  the  Federal  Government  giv<  s 

dvance    warning    of     its    intentions. 

sharp  and  often  belated  swings 

liould    be    avoidable — assuming,    of 

ourse,  that  Washington  means  what 

says  and  can  do  what  it  says.  I 
elieve  the  authorities  when  they  say 
hey  are  determined  to  slow  down 
illation  without  causing  a  recession, 
ind  I  think  that  they  can  accomplish 
:.  If  the  authorities  arc  right,  both 
unaway  booms  and  prolonged  reces- 
ions,  will  be  something  we  read  about 
n  history  books. 

I  know  this  sounds  pie-in-the-sky, 
nit  remember  this:  The  optimists  have 
>een  a  lot  tighter  than  the  pessimists 
ver  the  past  20  years  and  an  ni- 
hility to  believe  in  a  bright  economic 
nd  technological  future  has  probably 
ost  investors  more  money  than  actual 
■ear  markets  have.  In  short,  the  long 
'ull  market  that  began  after  World 
Var  II  is  not  over.  I  expect  it  to  re- 
ume,  probably  before  the  year  is  out, 
nd  I  expect  to  see  price/earnings 
atios  go  much  higher. 

After  World  War  II,  the  P/E  of 
he  Dow  Jones  industrials  was  roughly 
■etween   7   and   10.    In   most   of  the 


A    guest    columnist,    Mr.    Simons    is    research 
arlner  with  the  NYSE  firm  of  Hirsch  &  Co. 


1950s,  it  had  risen  to  10  to  21.  By 
the  early  1960s  it  had  gone  over 
24.  This  trend  was  interrupted  in  the 
middle  and  later  1960s,  largely  by 
Vietnam,  and  had  a  general  tendency 
toward  the  16  to  18  level.  But,  once 
the  nation  is  at  peace — and  recession- 
free — price  multiples  ought  to  resume 
their  upward  march.  In  that  case,  in 
the  1970s  they  could  average  over 
20,  with  a  high  point  reaching  25 
to  28.  This  would  send  the  DJI  soar- 
ing far  above  the  old  1000  mark. 

Of  course,  increased  government 
control  can  mean  increased  troubles 
for  some  segments  of  the  economy: 
Look  at  what  happened  to  the  con- 
glomerates! But  most  of  us  are  willing 
to  put  up  with  such  problems  to  be 
free  from  the  risk  of  recession. 

Bull  Market  Favorites 

Thus,  the  next  bull  market,  which 
I  believe  is  near  at  hand,  will  begin 
with  far  more  involvement  by  the 
Government  in  urban  renewal,  pollu- 
tion control,  medical  aid.  Experience 
has  taught  even  the  conservatives 
among  us  that,  used  judiciously,  gov- 
ernment intervention  can  be  gooc1  for 
the  economy  and  for  those  companies 
that  understand  the  forces  at  work. 

Among  my  favorites  for  the  new 
— or  resumed — bull  market  are: 

Aqu-Chcm  is  a  leader  in  the  water 
desalinization  field.  Over  half  of  the 
large  desalting  plants  operating  in 
the  Free  World  have  been  built  by 
the  company  and  its  licensees.  I  ex- 
pect sales  will  increase  15$  during 
the  current  fiscal  year  to  about  the 
$63.5-milIion  level,  and  per-share 
earnings  to  also  rise  some  15%  to  a 
new  record  of  about  $1.35. 

In  the  housing  sector,  Wickes  is  the 
largest  retailer  of  building  materials 
in  the  U.S.,  with  181  stores  in  26 
states.  Otis,  the  largest  manufacturer 
of  elevators  in  the  world,  has  an  in- 
ternational division  which  should 
carry  it  over  the  temporary  slowdown 
in  domestic  consumption.  Kaufman  &■ 
Broad,  the  second-largest  homebuilder 
in  the  U.S.,  is  expanding  abroad. 

In  the  medical  group,  Cenco  has 
added  hospitals  and  nursing  homes 
to  its  laboratory  equipment  business. 
Abbott  Laboratories  is  a  major  drug 
company  with  a  strong  hospital  sup- 
ply division.  ■ 


NOW.  .  .  COMPUTER  BASED 
SUPERVISION  FOR  YOUR 
PORTFOLIO  OF  $10,000- 
$100,000. 

Roger  E.  Spear,  Investment  Advisor,  has  de- 
veloped a  practical  way  for  your  portfolio  to  be 
put  under  professional  supervision.  Serving  cli- 
ents in  all  50  States  and  21  foreign  countries, 
Spear  &  Staff  employs  the  skills  of  investment 
specialists,  expert  research  and  third  genera- 
tion computer  facilities  to  analyze  facts  and 
help  make  timely  decisions. 

Mr.  Spear's  Decision  Management  Plan  has 
proved  particularly  helpful  in  achieving  con- 
servative capital  growth  for  busy  people  who 
appreciate  the  risks  and  seek  the  rewards  of  a 
professionally  managed  common  stock  port- 
folio. 

For  complete  information  send  for  our  32-page, 
complimentary  booklet,  "Declare  Your  Own 
Dividends." 

|_{   SPEAR  &  STAFF,  INC. 

^™*^™  I     Investment  Management  Div. 
^^""^      Dept.  MF-001 

Babson  Park,  Mass.  02157 

Please  mail  to  me  at  once  your  complimentary 
32-page  booklet  "Declare  Your  Own  Divi- 
dends." Confidentially  my  account  would 
amount  to  $ 
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GROWTH  STOCK 
FUND,  INC. 
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A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center,  Dept.  B 
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Put  FW's  67  years 
of  successful 
experience  to  work 
for  you  now 

Devoted  since  1902  to  giving  in- 
vestors the  facts  and  guidance 
that  point  to  SOUND  STOCK 
VALUES  in  everv  kind  of  market, 
FINANCIAL  WORLD  and  its 
Added  Services  can  give  you  just 
the  investment  help  you  need  to 
make  the  best  possible  decisions 
regarding  your  securities  now  and 
in  the  crucial  weeks  ahead.  Start 
now  .  .  . 

Try  Financial  World's  Comprehensive 
Service  NOW  on  this  Special  $6 
Introductory  Offer 

YOU  GET  ALL  THIS:  (1)  Twelve  weekly 
issues  of  FW  1 2 1  Three  monthlv  sup- 
plements of  INDEPENDENT  AP- 
PRAISALS "  (3)  Advice-by-Mail  Privi- 
lege each  week  (4)  The  $2.75  Twelve- 
Year  (1957-19681   Stock  Record  Book. 

MONEY-BACK  GUARANTEE-If  this  sounds 
iike  S6  worth  of  tax-deductible  expense 
to  you.  just  send  payment  with  your 
nair.e  and  address  to  Dept.  FB-101. 
Money-back  guarantee  if  not  satisfied 
within  30  days. 

PINANGIALWORLD 

Dept.   FB-101 
i:  Battery  Place.  New  York.  N.Y.  10004 


BROAD   STREET 

INVESTING 

CORPORATION 

A  UNION  SERVICE  FUND 


159 

consecutive 

quarterly 

dividend 

11  Cents  a  Share 

Payable  September  26,  1969 
Record  Date  September  8,  1969 

65  BROADWAY.  NEW  YORK.  NY   1000S 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 


OVERSEAS  COMMENTARY 

By  George  J.  Henry 


a  VALUE         Members  New  York  Stock  Eichingt 
125  Maiden   Line.    N.  Y.    10038 


The  Japanese  Boom 


The  aftermath  of  the  devaluation  of 
the  French  franc  was  not  as  drastic  as 
was  feared  in  some  quarters;  in  fact, 
it  followed  very  much  the  pattern  sug- 
gested in  this  column  a  month  ago. 
Yes.  there  was  an  attack  on  sterling. 
but  it  was  relatively  mild  and  of  short 
duration.  Speculation  in  favor  of  the 
German  mark  was  increased,  but 
again  this  was  not  unmanageable. 
There  was  some  increase  in  the  price 
of  gold  shares,  but  activity  remained 
very  moderate,  and  the  influence  on 
the  price  of  gold  was.  for  all  practical 
purposes,  nonexistent. 

President  Pompidou  recently  at- 
tended his  first  meeting  with  the 
leaders  of  Germany  under  the  treaty 
of  cooperation  between  France  and 
Germany  which  calls  for  periodic  con- 
sultations between  the  two  powers. 
Pompidou  so  far  has  shown  a  definite 
tendency  to  cooperate  with  the  West 
to  a  much  greater  degree  than  did 
General  de  Gaulle.  Witness  the  ar- 
rangements France  has  made  with 
the  International  Monetary  Fund  for 
a  line  of  credit,  as  well  as  the  placing 
of  certain  orders  in  the  U.S.  that 
would  not  have  been  permitted  by 
de  Gaulle  s  Administration. 

In  the  event  of  a  general  realign- 
ment of  currencies,  the  German  mark 
is.  of  course,  the  first  candidate  for  up- 
ward revaluation.  The  London  Econ- 
omist recently  made  an  excellent  ca>e 
for  considering  the  Italian  lira  and  the 
Japanese  yen  undervalued  currencies, 
in  spite  ot  the  fact  that,  due  largely  to 
technical  factors,  the  Italian  lira  has 
recently  been  attacked  rather  than 
supported  in  the  foreign  exchange 
markets.  There  has  been  no  weakness 
of  the  yen,  however,  and.  in  my  opin- 
ion, a  better  case  can  be  made  for  the 
yen  being  undervalued  than  for  the 
lira.  Still,  the  chances  of  a  revaluation 
in  the  yen  are  extremely  remote,  as 
this  would  probably  hurt  the  Japanese 
export  industry  too  much.  However, 
with  next  year's  World's  Fair  to  be 
staged  in  Tokyo,  a  great  deal  of  at- 
tention  is   focusinsz   on   Japan. 

Currently,  the  Tokyo  Stock  Ex- 
change Index  is  very  near  its  all-time 
high  of  2.029,  registered  on  June  10. 
This  compares  with  a  level  of  1.22b 
in  January  1968,  and  1,051  on  Oct.  2. 
1968.  A  number  of  factors  have 
tended  to  help  the  Japanese  market. 


The  sharp  improvement  in  the  balance 
of  paxments  during  the  last  year  help- 
ed Japan  show  an  over-all  trade  sur- 
plus for  the  year  ended  in  March  1969 
of  SI. 6  billion,  as  compared  with  a 
deficit  of  about  S500  million  for  the 
previous  year.  Japan  might  be  hurt  if 
the  present  policy  of  retrenchment  in 
the  U.S.  develops  into  a  recession,  and 
the  Bank  of  Japan  is  carefully  and 
continuously  surveying  the  economic 
scene.  Nevertheless,  the  outlook  for 
the  future  continues  to  be  bright.  His- 
torically, however,  the  market  in  To- 
kyo appears  to  be  conservatively 
based,  inasmuch  as  the  average  stock- 
price  is.  at  the  moment,  about  12.5 
times  per-share  earnings  (on  the  aver- 
age share)  based  on  the  latest  avail- 
able figures  for  each  company,  and 
it  is  about  11.5  times  per-share  earn- 
ings on  the  estimated  earnings  for  the 
current  business  year. 

Available    for    Americans 

In  order  to  facilitate  American  in- 
vestors' trading  in  Japanese  securities 
new  American  Depositary  Receipts 
have  recently  been  created  for  a  num- 
ber of  Japanese  securities  which  in 
the  past  existed  only  in  their  Japanese 
form.  Canon.  Inc.  (the  name  has  re- 
cently been  changed  from  Canon 
Camera^  is  issuing  ADRs.  each  ADR  to 
represent  25  of  the  original  Japanese 
shares.  Fuji  Photo  Film.  Toyota  Mo- 
tors, Japan  Air  Lini  s  and  Matsushita 
Electric  Industrial  Co.  are  all  issuing 
ADRs;  in  each  case  one  ADR  is  to 
represent  ten  of  the  original  Japanese 
shares.  Apart  from  the  fact  that  the 
ADRs  will  be  selling  at  a  price  which 
will  make  their  tradability  easier  on  the 
New  York  market,  they  w  ill.  of  course, 
represent  a  negotiable  security  which 
will  be  deliverable.  Consequently  pur- 
chasers of  these  Japanese  stocks  will 
no  longer  have  to  bother  about  keep- 
ing their  securities  on  deposit  in  To- 
kyo, either  through  their  stockbrokers 
or  through  their  banks. 

I  have  no  particular  feelings  on 
Japan  Air  Lines,  though  there  are 
some  optimistic  estimates  as  to  its 
future  from  knowledgeable  sources  in 
Tokyo.  Matsushita  Electric  Industrial 
earned  about  11.4  cents  in  1968  on 
the  Japanese  shares,  currently  selling 
at  S2.15;  in  other  words,  SI. 14  on  the 
ADRs,  priced  at  21li.  Estimated  eam- 
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ings  for  the  current  year  are  over  14 
cents  on  the  original  shares.  For  the 
first  half  of  1969  this  company  has 
reported  an  increase  in  sales  of  over 
30%,  compared  with  the  same  period 
in  1968;  color  TV  sales  and  exports 
of  consumer  electrical  products  were 
higher  than  expected. 

Although  the  photographic  products 
of  Canon  are  well  known  all  over  the 
world,  the  company  has  increasingly 
diversified,  and  is  today  Japan's  sec- 
ond-largest manufacturer  of  desk-size 
electronic  calculators.  Recently  a  new 
type  of  electronic  copying  machine 
was  developed  by  the  company,  which 
claims  that  it  is  more  versatile  than 
similar  products  made  by  RCA  and 
Xerox.  During  the  first  part  of  1969 
Canon's  sales  were  very  favorable, 
and  semiannual  unconsolidated  sales 
increased  by  48",  while  post-tax  earn- 
ings were  80?  greater  than  for  the 
first  part  of  1968.  Approximately  52% 
of  Canon's  total  sales  were  in  the  ex- 
port market. 

The  future  appears  to  be  favorable 
for  this  company.  Japan  seems  to 
dominate  the  world  market  in  desk- 
size  electronic  calculators.  The  outlook 
in  the  photographic  field  is  good,  and 
the  company's  electronic  calculating 
machine  is  expected  to  be  marketed 
early  in  1970.  At  the  present  price,  the 
stock  is  selling  at  about  17  times  last 
s  earnings,  which  would  certainly 
be  considered  favorable  in  the  U.S.  for 
a  compam  of  this  type  and  in  this  in- 
dustry. Certainly,  this  company  is 
worth  a  careful  examination. 

Fuji  Photo  Film  also  looks  attractive 
on  the  basis  of  the  stock,  which  is 
selling  at  about  ID2  times  earnings. 
Fuji  Photo  accounts  for  approximately 
70%  of  the  sale  of  color  film  in  Japan, 
which  increased  by  about  60%  from 
1967  to  1968,  and' by  about  43%  for 
the  first  four  months  of  1969.  Fuji- 
Xerox  is  a  subsidiary  equally  owned 
by  Fuji  Photo  Film  and  Rank-Xerox 
of  London:  This  concern  has  the 
Xerox  rights  for  Japan  and  certain 
other  parts  of  Asia.  This  aspect  of  the 
business  should  also  improve  substan- 
tially. For  those  interested  in  investing 
in  this  type  of  industry  and  in  Japan, 
this  is  another  stock  which  should  be 
studied  carefulK . 

A  word  of  warning  on  a  common 
misconception.  We  frequently  hear 
that  the  market  is  going  down  be- 
cause of  fears  of  inflation.  If  we  fear 
inflation,  surely  we  would  rather  have 
stocks,  which  give  some  protection  of 
purchasing  power,  in  the  long  run 
than  cash.  People  really  fear  the  mea- 
sures that  may  be  necessary  to  pre- 
vent inflation;  they  may  be  so  con- 
strictive as  to  be  unpalatable  for  the 
short  term.  ■ 


WHAT  DO  YOU  KNOW 

ABOUT 

HEART  ATTACK? 


Do  you  know  - 


•  that  heart  attack,  the  Nation's  #1  health  enemy,  causes 
almost  600,000  deaths  at  all  ages  annually? 

•  that  most  patients  who  recover  from  heart  attack  return 
to  their  jobs? 

•  that  you  can  reduce  your  risk  of  heart  attack  by  con- 
trolling high  blood  pressure  and  by  following  a  few 
simple  rules  in  your  eating  and  living  habits? 

You  can  learn  more  about  heart  attack  and  other  heart  and 
blood  vessel  diseases  in  interesting  booklets  prepared  by 
medical  experts.  They  are  free,  an  educational  service  made 
possible  by  your  Heart  Fund.  Simply  visit,  write  or  call  your 
local  Heart  Association  office. 


GIVE 
HEART  FUND 


•••so  more  will  live 


Onntrlbuted  by  the  Publisher 
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^M*     Investments  Geared  to  America's  Future 

*%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund  Inc. 

230  Park  Ave.,  NYC.  10017    Dept.  C 

Phone:  (212)679-2700 

NAME 


ADDRESS. 


Dividend 

on 

common 

shares 

The  Board  of  Directors 
of  Columbus  and 
Southern  Ohio  Electric 
Company,  on  Septem- 
ber 5,  1969,  declared  a 
dividend  of  forty-four 
cents  (440)  per  share 
on  the  outstanding 
Common  Shares  of  the 
Corporation,  payable 
on  October  10,  1969  to 
shareholders  of  record 
at  the  close  of  business 
on  September  25,  1969. 


COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


m: 


WHEELS 

The  1969  Simmons  Study 
shows  that  61.5%  of  FORBES' 
readers  own  two  or  more  cars. 
Among  all  57  publications 
measured  in  this  study, 
FORBES  has  the  top  concen- 
tration of  these  multi-car 
households. 

FORBES  readers  don't  just  own 
American  business. 
They  run  it. 

Forbes:  capitalist  tool 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Some  Good  Prospects 


If  today's  economic  "model" — which 
calls  for  a  flat  economy  with  a  mod- 
erate year-to-year  decline  in  aggregate 
earnings — proves  viable,  a  surprisingly 
different  list  of  companies  are  in  a 
position  to  show  earnings  progress 
next  year.  For  the  Sixties  have  been 
a  period  where  everything  hasn't 
been  in  gear  with  the  booming  pro- 
duction index  of  the  Federal  Reserve 
Board;  in  other  words,  there  are  a  num- 
ber of  companies  and  industries  which 
have  been  experiencing  "private"  re- 
adjustments. 

In  my  opinion,  the  airline  industry 
is  a  perfect  illustration:  The  prospect 
of  a  fare  increase,  which  becomes 
effective  in  the  fourth  quarter,  plus 
the  promise  of  a  better  balanced 
operating  environment,  could  make 
for  higher  profits  next  year.  Similarly, 
while  last  year's  vogue  for  any  com- 
pany that  qualified  for  the  conglom- 
erate label  probably  won't  be  re- 
peated again,  the  1969  adjustment 
to  realities  could  represent  over- 
reaction  in  the  case  of  certain  well- 
managed  units  which  actually  have  a 
lasting  claim  to  fame. 

Walter  Kiclde  (widi  a  1968-69 
range  of  87-34),  for  example,  repre- 
sents an  emerging  company  with 
excellent  prospects.  There  appears  to 
be  a  15%  to  20%  annual  growth  rate 
in  what  the  company  calls  its  "safety, 
security  and  protection"  division, 
which  accounts  for  nearly  40%  of  sales. 
A  Kidde  subsidiary  is  the  third-largest 
factor  in  the  industrial  protection 
field,  which  is  growing  as  fast  as 
personnel  can  be  hired,  and  the  in- 
creasing emphasis  on  security  has 
given  a  special  lift  to  the  bank  hard- 
ware and  detection  systems  divisions. 
Secondly,  two  divisions  in  the  com- 
pany's industrial  and  technological 
group,  which  contributed  30%  of  last 
year's  sales,  have  a  bright  outlook. 
One  is  an  aircraft  division  that  is 
supplying  seats,  galleys  and  lavatories 
for  many  of  the  new  air  buses  whose 
production  will  increase  sharply  in 
1970  and  1971.  The  other  is  a  divi- 
sion that  is  probably  the  largest 
maker  of  mobile  hydraulic  cranes  (a 
business  which  will  reach  a  new 
record  this  year,  with  another  in 
prospect  in  1970). 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 


'  In  addition  to  the  foregoing,  the 
company's  commercial  and  consumer 
division  (33%  of  sales)  includes  the 
well-known  Farberware  line  of  ap- 
pliances and  a  growing  lighting  fix- 
ture operation.  Most  important  of  all, 
with  recently  acquired  U.S.  Lines  on 
the  way  to  becoming  the  only  fully- 
containerized  shipping  company  on 
the  North  Atlantic  and  Far  Eastern 
routes,  I  believe  this  operation  could 
be  a  major  earnings  contributor  next 
year  compared  with  its  small  contribu- 
tion in  1969.  On  the  currently  out- 
standing stock,  I  visualize  profits  in 
the  neighborhood  of  $3.75  per  share 
this  year  as  against  $3.11  per  share  in 
1968,  and  see  a  potential  of  $5  per 
share  in  1970. 

A   High  Rate  of  Return 

In  like  vein  of  thought,  I  can  see 
reason  for  long-term  interest  in  Delta 
Air  Lines  (with  a  1969  range  of  40- 
26).  True,  the  Civil  Aeronautics 
Board  has  awarded  competition  the 
right  to  serve  several  cities  in  Delta's 
traffic  area,  some  of  which  in  effect 
were  monopoly  markets.  But  this  does 
not  necessarily  spell  an  immediate  loss 
of  business.  Delta  has  consistently 
demonstrated  traffic  generating  abil- 
ity; and  there  should  be  normal  traffic 
growth  at  the  same  time  the  new 
competition  is  attempting  to  develop 
customers.  Delta  itself  has  been 
awarded  new  routes  which  could  off- 
set a  good  part  of  the  theoretical 
potential  loss  of  business  on  existing 
routes.  In  other  words,  the  competi- 
tive impact  on  earnings  may  be  less 
than  had  been  originally  feared. 
Equally  important,  I  believe  that  the 
main  impact  of  absorbing  a  much 
faster  increase  in  passenger  capacity 
than  in  traffic  growth  has  already 
been  witnessed. 

Meanwhile,  Delta,  which  has  one 
of  the  highest  rates  of  return  on 
capital  in  die  industry  and  which 
pursues  the  most  conservative  account- 
ing, should  have  better  earnings  in 
the  coming  year  than  the  $2.05  per 
share  reported  for  the  fiscal  year 
ended  June  30,  which  compared  with 
$1.89  per  share  in  the  previous  fiscal 
year.  A  4%  fare  increase  (the  industry 
is  requesting  a  rise  of  6%  to  8%)  would 
be  equal  to  more  than  $1  per  share 
before  taxes.  ■ 
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An  announcement 
of  interest 
to  every  man 
in  management... 


The  FORBES 
;  22ND  ANNUAL  REPORT 

ON  AMERICAN  INDUSTRY 

is  now  in  preparation 
For  January  1, 1970 

The  FORBES  Annual  Reports  on  American  Industry  are  far-reaching  progress  reports  on  the  entire 
American  business  scene.  They  tell  management  men  much  of  what  they  must  know  to  set  their 
course  for  the  year  ahead.  The  January  1,  1970  issue  will  be  an  intensive  and  extensive  record 
of  the  progress  (or  lack  of  it)  of  more  than  800  leading  American  corporations  over  the  past  five 
years. 

It  will  rank  the  first  500  corporations  in  profits,  the  first  500  in  growth,  the  first  500  in  stock  mar- 
ket value.  But  it  will  go  further  than  that.  It  will  also  rank  corporations  within  their  own  industrial 
categories.  It  will  analyze  trends  and  directions  and  changes  of  the  past  year.  It  will  move  in  for 
an  up-close  progress  report  on  more  than  twenty  industries— from  automobiles  to  utilities— and  will 
rank  the  leading  companies  according  to  profitability  and  growth. 

The  FORBES  rankings  are  especially  revealing  in  that  they  are  averages  of  each  company's  per- 
formance over  a  five-year  time  span.  The  fluctuations  of  extreme  years  are  in  this  way  cancelled 
out,  and  what  remains  is  a  true  and  reliable  picture  of  a  five-year  trend,  significant  as  only  the  long- 
range  figure  can  be.  The  FORBES  Annual  Report  Issue  offers  a  dependable  and  highly  readable  set 
of  standards  to  guide  the  business  leader.  It's  a  definitive  record  for  teachers,  economists,  his- 
torians, and  all  others  who  need  one.  It's  a  compass  capable  of  giving  the  management  man  his 
bearings  in  relation  to  the  leaders  in  his  field. 

The  22nd  edition  will  be  especially  significant,  coming  at  the  outset  of  a  new  decade.  The  issue 
will  reach  an  audience  of  nearly  one  and  a  half  million  FORBES  readers.  It  will  be  retained  as 
reference  material.  Advertising  messages  in  the  issue  will  be  seen  and  re-seen  every  time  the  scores 
of  pages  of  business  fact  and  analysis  in  the  issue  are  consulted. 

The  FORBES  22nd  Annual  Report  on  American  Industry— first  FORBES  issue  of  the  seventies- 
will  be  the  kind  of  responsible  study  of  American  corporate  performance  that  management  men 
have  come  to  expect  from  the  editors  of  FORBES. 

FORBES  readers  don't  just  own.  American  business.  They  run  it. 

Forbes:  capitalist  tool 
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New  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND  imc. 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capita!  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 




Address. 
City 


_S!ate_ 


Zip  Code. 


NO  SALES  CHARGE 
NO  REDEMPTION  CHARGE 
100  %  of  your  money  is  invested 
for  you  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil  •  aerospace 

•  communications,  etc. 
Only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PUNS 

ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


I 
I 
I 


EMPLOYEE  PROFIT  SHARING 
PENSION  PLANS 

available  with  Energy  Fund. 


RALPH  E.  SAMUEL  t  CO..  Distributer 
Members  NY.  Stock  Exchange 
55  Broad  St..    New  York  10004  Dept.   F 
(212)  344-5300 

Please  send  me  the  Frt«  prospectus 
and  literature  on  ENERSY  FUND. 


NAME 

ADDRESS. 


JIP_ 


J 


THE  FUNDS 


Back  in  Style 

During  the  early  Sixties,  Dreyfus 
Fund  was  the  epitome  of  what  inves- 
tors wanted  in  a  performance  fund. 
One  of  the  first  funds  to  capitalize  on 
fast  portfolio  turnover  and  hot.  new 
stocks,  Dreyfus  grew  from  less  than 
$100  million  in  assets  ten  years  ago 
to  over  $2  billion.  It  became  the  big- 
gest of  all  growth  stock  funds. 

But  recently  performance  was  no 
longer  enough.  A  fund  had  to  be  go-go. 
Smaller  rivals  achieved  instant  per- 
formance by  buying  restricted  stock  at 
a  large  discount  and  marking  it  up  to 
full  market  price.  They  were  able  to 
show  gains  of  40'.  to  1001  vs.  only 
25V  for  Dreyfus  in   1967. 

'Compared  with  the  other  per- 
formance funds.  I  suppose  we  lost 
our  image,  says  Howard  Stein,  suc- 
cessor to  founder  Jack  Dreyfus.  Re- 
sult: Sales  last  year  fell  24V  from 
1967,   and  in  some  months   redemp- 


Steirt  of  the  Dreyfus  Fund 

tions  of  old  shares  actually  exceeded 
sales  of  new  ones.  For  the  whole  year, 
redemptions  ran  a  ver\  still  Si 
sales.  In  the  first  seven  months  of 
1969,  sales  were  down  13V  and  re- 
demptions were  a  still-high  70'.. 

Overcoming  the  reluctance  of  Foun- 
der Dreyfus,  Stein  broke  with  tradi- 
tion and  launched  a  leverage  fund 
that  could  borrow  money  and  sell 
short.  Cleared  by  the  SEC  last  |une. 
Stein's  new  baby,  Dreyfus  Leverage, 
already  has  taken  in  $86  million. 

This   brings   total    sales   of   the   two 


Greater 

future  income 

can  be  the  goal 

of  .a  $5,000  portfolio 

placed  under 

management  now 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has.  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record,"  and  how 
it  may  help  you  now.  simply  write  Dept.  J-8. 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  021S1 

Investment  Management    .    Incorporated  1936 
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Which  3  of  60 


NO-LOAD  FUNDS 


(no    broker    fee) 

are  moiine:  far  in  front? 

AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 

SPECIAL  OFFER! 

|  Special  report  on  No-Load 
Funds  reg.  $2. 

Q  Current  AGFR  REPORT 

reg.  $3. 

SEE  top  selected  load  and 
no-load  funds 

GET  exclusive  Thomas  ratings 

MOVE  into  hi-performance  funds 


NOU 


BOTH  JUST  *1. 


Send  $1  with  name  and  address  to 

Chas.  H.  Thomas,  Inc. 

Depi.  F-40-9  P.O.  Box  667,  . 

Los  Altos,  Calif.  94022  f 
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Dreyfus  funds  to  $266  million  for 
the  year  so  far.  up  29?  from  sales  of 
the  old  fund  alone  last  year.  Which 
was  exactly  why  Stein  started  the 
leverage  fund. 

Stein  also  wants  to  expand  Dreyfus 
beyond  the  financial  arena.  As  an 
indication  of  how  far  he  might  go, 
last  month  he  completed  a  deal  to 
buy  Bert  L.  Smokier  &  Co.,  a  Michi- 
gan builder  of  low-  and  medium-in- 
come housing  for  811.7  million  in 
Dreyfus  Corp.  stock. 

The  Impossible  Dream 

With  performance  Dearly  as  dirty  a 
word  as  conglomerate,  a  fellow  starting 
a  new  mutual  fund  these  days  is  hard 
put  to  come  up  with  a  zing\ -sounding 
investment  goal.  But  ex-FBI  agent 
James  Blake,  late  of  Los  Angeles' 
American  Investment  Counseling  Co., 
where  he  managed  $40  million,  thinks 
he  has  one  for  California  Venture 
Fund:  show  a  gain  every  year. 

Fund  managers  have  dreamed  of 
doing  this  for  30  years.  Does  Blake 
really  think  he  can?  How?  "You  cut 
down  on  the  high  side  of  your  ex- 
pectation." s.i\n  Blake,  who  started 
counseling  on  the  stock  market  14  years 
ago.  "Instead  ot  putting  100%  of  our 
money  into  things  for  the  next  six 
months  to  one  year,  we'd  have  60%. 
You  take  advantage  of  puts  and  calls, 
new  issues  and  selling  short.  And 
we're  not  afraid  to  go  100%  cash  at 
any  time." 

There's  nothing  new  to  any  of  these 
techniques,  ot  course.  The  trick  in  in- 
vesting is  timing.  So  tar  California 
Venture's  only  claim  to  fame  is  a 
timels  stroke  ol  its  research  director, 
Richard  Stephens,  who  last  November 
did  put  his  clients   100%  in   cash 

Since  he  guessed  right  then — saving 
his  customers  Iroin  this  year's  market 
fall  of  12.63  as  measured  by  the  Dow 
Jones  industrial  aveiag( — what's  Ste- 
phens' advice  now?  Go  back  into  the 
■market  in  oil  and  land  stocks,  he  sa\s. 

I  low  about  loi  the  long  term? 
"There  is  a  grand  bear  market  coming 
in  the  in  id- 1970s,"  says  Blake.  (For 
an  idea  of  the  dimensions  of  "grand," 
Blake  sees  1949  to  the  present  as  a 
"grand"  bull  market.)  "An  interna- 
tional monetary  crisis  will  cause  a 
monetary  bear  market.  The  special 
drawing  rights  only  put  off  the  day 
of  its  coming." 

How  can  his  fund  survive  such  a 
market?  First,  says  Blake,  by  going 
short  and  building  up  cash,  then  by 
buying  bonds,  and  finally  by  picking 
the  stocks  that  will  lead  the  market  up 
from  the  bottom.  But,  if  the  market 
is  going  to  be  as  bad  as  Blake  pre- 
dicts, wouldn't  the  investor  be  better 
off  out  of  it  altogether?  ■ 
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Two  New  Mutual  Funds 


No-load 

Friorto 
November  14, 

1900 


UNCOLN  NATIONAL 


CAPITAL 


FUND  -) 


A  mutual  fund  with  primary 
emphasis  upon  capital 
appreciation  possibilities. 


An  Investment  Service  of: 


& 


CORPORATION 


LINCOLN  NATIONAL 

BALANCED 
FUNDA^ 


A  mutual  fund  placing  primary 
emphasis  on  conservation 
of  principal  and  reasonable 
income. 


SEND  FOR  PROSPECTUSES 


LNC  Equity  Sales 

Corporation 

Dept.  F, 

1301  South  Harrison  Street,  Fort  Wayne,  Indiana 

46802 

Please  send 

me  a  prospectus  for: 

J  Lincoln  National  Capital  Fund. 

J  Lincoln  National  Balanced  Fund. 

Name 

Address 

City 

State 

Zip 
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This  announcement  is  not  an  ojjer  oj  securities  /or  sale  or  a  solicitation  of  an  ojjer  to  buy  securities. 
New  Issues  September  5,  1969 

IbUJbI 
R.  J.  Reynolds  Tobacco  Company 

$100,000,000  77/8%  Sinking  Fund  Debentures,  Due  September  1, 1994 
$50,000,000  8V8%  Notes,  Due  September  1, 1974 


99%%  for  the  Debentures 
100%  for  the  Notes 

plus,  in  each  case,  accrued  interest,  if  any,  from  September  11,  1969 

Copies  oj  the  prospectus  may  he  obtained  jrom  such  oj  the  undersigned  (\oho  are  among  the^  under- 
writers named  in  the  prospectus)  as  may  legally  •> Iter  these  securities  under  applicable  securities  taws. 


Dillon,  Read  &  Co.  Inc. 
The  First  Boston  Corporation 


Reynolds  &  Co. 

Kuhn,  Loeb  &  Co. 


Blyth  &  Co.,  Inc.      Drexel  Harriman  Ripley      Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Glore  Forgan,  Wm.  R.  Staats  Inc.     Goldman,  Sachs  &  Co.      Halsey,  Stuart  &  Co.  Inc. 
Hornblower  &  Weeks-Hemphill,  Noyes     Kidder,  Peabody  &  Co.     Lehman  Brothers 

Incorporated 

Loeb,  Rhoades  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis      Salomon  Brothers  &  Hutzler       Smith,  Barney  &  Co. 

Incorporated 

Stone  &  Webster  Securities  Corporation  Wertheim  &  Co. 


White,  Weld  &  Co. 


Dean  Witter  &  Co. 

Incorporated 


r 


This  announcement  appears  only  as  a  matter  of  record 
New  Issue  September  8,   1969 

$26,890,000 

Convertible  Notes  and  Common  Stock 
The  Colorado  Corporation 

Private    placement     of    these     securities 
has  been  negotiated  by  the  undersigned 


V 


The  Denver  Corporation 

200  Brooks  Towers  Building,  Denver,  Colo.  80202 
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AFFLUENTS 

FORBES  was  first  measured  by  the  Simmons  Study  in 
1964. 

Our  readers  median  household  income  that  year  was 
$9,631-50%  greater  than  the  U.S.  median. 

It's  five  years  later,  and  Simmons  finds  that  FORBES' 
median  household  income  is  now  $14,060— up  46%. 

Now  we're  80%  above  the  national  median. 

That's  FORBES  for  you. 


READERS  SAY 


(Continued  from  page  13) 
Concept  vs.  Accomplishment 

Sir  :.  There  are  some  striking  contrasts 
in  your  Sept.  1  issue.  The  well  researched 
article  on  Management  Assistance,  Inc. 
is*  a  perfect  example  of  what  can  happen 
to  a  "concept  company." 

How  interesting  on  the  other  hand  is 
the  description  of  the  first-rate  job  done 
by  A.  P.  Fontaine,  the  chairman  of  Ben- 
dix  Corp..  in  revitalizing  that  once  mori- 
bund company.  The  fact  that  Bendix  has 
never  attracted  much  attention  from  Wall 
Street,  despite  the  accomplishments  of 
the  company,  is  in  marked  contrast  to 
the  speculative  excesses  of  the  stocks 
referred  to  earlier.  There  is  a  moral 
somewhere  which  "Wall  Street"  should 
look  for. 

— Robert  H.  Johnson 
Boston,  Mass. 

Those  Cycling  Enthusiasts 

Sib:  I  was  pleased  to  read  in  "Fact 
&  Comment"  (Aug.  15)  that  Malcolm 
Forbes  is  a  fellow  cycle  enthusiast,  but 
most  sorry  to  learn  of  his  unfortunate 
spill.  Hope  it  doesn't  cause  him  to  leave 
our  ranks. 

— Charles  R.  Stuart  Jr. 

Vice  President,  Advertising, 

Bank  of  America 

San  Francisco,  Calif. 

Not  a  chance! — MSF 
Short  and  to  the  Point,  Please 

Sir:  Re  "Avid  Readers"  (Side  Lines, 
Aug.  15):  Why  all  the  waste  of  millions 
of  dollars  on  annual  reports.  The  SEC 
should  establish  a  standard  guideline 
that  all  firms  should  follow  in  projecting 
the  essential  facts  in  simple  concise  lan- 
guage. This  presentation  should  be  sent 
in  the  form  of  a  business  letter  at 
a  saving  of  millions  of  dollars  which 
could  be  diverted  to  dividends. 

— Israel  Baker 
Chevy  Chase,  Md. 

Who  Pays  for  the  Junk? 

Sir:  I  cannot  agree  widi  your  idea  to 
have  the  derelict  pay  for  his  dereliction 
as  you  proposed  (Fact  d~  Comment. 
Aug.  15).  Individuals  who  abandon  an 
auto  are  often  the  ones  who  would  be 
unable  to  pay  a  fine.  The  Institute  of 
Scrap  Iron  &  Steel  proposes  that  active 
consideration  be  given  to  assisting  local 
governments  in  moving  metallic  solid 
waste  to  scrap  processors.  It  seems  ap- 
parent, that  without  such  assistance, 
abandoned  automobiles  and  other  metal- 
lic solid  waste  will  continue  to  plague 
the  country, 

— William  S.   Story 

Executive   Vice   President. 

Institute  of  Scrap  Iron  &  Steel 

Washington,  D.C. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Great   minds   are   like   eagles,   and 

build  their  nest  in  some  lofty  solitude. 

— Arthur  Schopenhauer 


Be  a  Columbus  to  whole  new  con- 
tinents and  worlds  within  you,  opening 
new  channels,  not  of  trade,  but  of 
thought.      — Henry  David  Thoreau 


What  we  need  most,  is  not  so 
much  to  realize  the  ideal  as  to  ideal- 
ize the  real.  — Frederick  Hedce 


Some  men  see  things  as  they  are 
and  ask.  "Why?"  I  dream  things  that 
never  were  and  ask,  "Why  not?" 

— Robert  F.  Kennedy 


Great  hopes  make  great  men. 

— Thomas  Fuller 


One  that  desires  to  excel  should  en- 
deavor it  in  those  things  that  are  in 
themselves  most  excellent. 

— Epictetus 


He  invites  a  new  injury  who  bears 
the  old  patiently.  — Fynes  Moryson 


There  is  no  fear  without  some  hope, 
and  no  hope  without  some  fear. 

— Baruch  Spinoza 


Courage  is  a  quality  so  necessary 
for  maintaining  virtue  that  it  is  always 
respected,  even  when  it  is  associated 
with  vice.  — Samuel  Johnson 


A  man  not  perfect,  but  of  heart  so 
high,  of  such  heroic  rage,  that  even 
his  hopes  became  a  part  of  earth's 
eternal  heritage.     — Richard  Gilder 


The  idealist  is  incorrigible:  If  he 
be  thrown  out  of  his  heaven,  lie  makes 
an  ideal  of  his  hell. 

— Friedrich  Nietzsche 


Virtue  is  like  health:   the  harmony 
of  the  whole  man. 

— Thomas  Carl/,  i  i 


Braving  obstacles  and  hardships  is 

nobler  than  retreat  to  tranquility.  The 
butterfly  that  hovers  around  the  lamp 
until  it  dies  is  more  admirable  than 
the  mole  that  lives  in  the  dark  tunnel. 
— Kaiii.ii.  Gimtw 


A  ship  in  harbor  is  sale,  but  that  is 
not  what  ships  are  built  for, 

— John  Shi  dp 


B.  C  FORBES 

Ideals  arc  the  most  powerful 
force  known  to  man.  No  nations 
greatness  long  survives  the 
loioering  of  the  greatness  of  its 
ideals.  And,  as  with  nations, 
so  with  individuals.  Low  ideals 
and  high  station  cannot  long 
retain  company.  We  all  must 
have  ideals  unless  we  are  con- 
tent to  drift  along  aimlessly, 
amhitionlcss,  ineffectually.  Ideals 
vitalize.  Ideals  energize. 


An  individual  is  as  superb  as  a  na- 
tion when  he  has  the  qualities  which 
make  a  superb  nation. 

— Walt  Whitman 


However  brilliant  an  action  may 
be,  it  ought  not  to  pass  for  great 
when  it  is  not  the  result  of  a  great 
design.  — La  Rochefoucauld 


There  are  two  kinds  of  fools.  One 
says.  "This  is  old,  therefore  it  is 
good."  The  oilier  says,  "This  is  new. 
therefore  it  is  better." 

William  R.  Int.e 


A  large  part  of  virtue  consists  in 
good  habits.  — William  Paley 


Every  man  is  worth  just  as  much 

as  the  things  he  busies  himself  with. 

— Marcus  Aurelius 


The  only  reward  of  virtue  is  virtue. 
— Ralph  Waldo  Emerson 


Misfortune  does  not  always  wait  on 
vice;  nor  is  success  the  constant  guest 
of  virtue.  — William  Havard 


He  who  comes  up  to  his  own  idea 
of  greatness  must  always  have  had  a 
very  low  standard  of  it  in  his  mind. 

— William  Hazlitt 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  State,  from  3%  to  6%;  New 
York  City,  6%.) 


A  Text . . . 


Sent  in  by  G.  J.  Advani.  Chi- 
cago, 111.  what's  your  favorite 
text'  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  send- 
ers of  texts  used. 


Walk  while  ye  have  the  light,  lest 
darkness  come  upon  you. 

—John  12:35 
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A  man  has  at  least  a  few  moments  a  day 
to  feel  as  though  he  owned  the  world. 


No  matter  how  frantic  the  pace  of  any  day,  a 
man  can  always  look  forward  to  that  quiet,  twilight 
time  when  he  is  surrounded  by  the  things  he  likes  and 
the  people  he  loves. 

Then  he  can  quietly  sit  over  a  fine  Scotch  to  relax 
and  reflect  on  what's  past,  and  what's  to  come. 
Haig  &  Haig  Pinch  is  the  Scotch  for  such  moments. 
Every  golden,  unhurried  drop  is  aged  12  years 
or  more. 

Haig  &  Haig  Pinch.  It  isn't  an  extravagance,  if  it 
can  make  the  world  yours. 


HAIG  &  HAIG  PINCH.  1 2  YEARS  OLD 
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A  lot  of  important  people  lend 

their  names  to  corporations  without 

ever  lending  their  skills. 

Avis  has  asked  STP's  Andy 
Granatelli  —  one  of  the  world's 
foremost  auto  experts  —  to  help 
write  a  check-out  manual  for  all  of  our 
mechanics  to  follow. 

So  everything  Andy  Granatelli 
would  do  to  check-out  our  cars, 
Avis'  mechanics  will  do. 

If  there's  a  faulty  fan  belt  on  an  Avis 
car  in  San  Francisco,  it  will  be  replaced 
the  way  our  check-out  manual  says  it 
should  be  replaced. 

When  a  car  goes  through  a  bumper 
to  bumper  check  in  New  York,  it  should 
be  done  as  our  check-out  manual  says  it 
should  be  done. 

Avis  has  distributed  this  manual  to 
its  mechanics  throughout  the  country. 
It  will  help  insure  that  the  Plymouth  you 
rent  from  Avis  runs  like  a  dream. 

It  also  could  help  to  insure  the 
greatest  road  show  ever 

The  Avis  'n  Andy  Show. 


If  you  think  Avis  tries  harder, 
you  airft  seen  nothingyet. 

OAVIS  RENTA  CAR  SYSTEM.  INC  .  A  WORLDWIDE  SERVICE  OF  ITT 


How  to 

retire  at 


It's  easy.  Thousands  of 
men  do  it  every  year.  In 
all  walks  of  life. 

And  it  sets  our  econ- 
omy, our  country,  and  the 
world  back  thousands  of 
years  in  terms  of  wasted 
human  resources.  But  worst  of  all  is  the 
personal  tragedy  that  almost  always  re- 
sults from  "early  retirement." 

It  usually  begins  with  a  tinge  of  bore- 
dom. Gradually  a  man's  work  begins  to 
seem  endlessly  repetitious.  The  rat  race 
hardly  seems  worth  it  any  more. 

It's  at  this  point  that  many  a  35-year- 
old  boy-wonder  retires.  There  are  no  tes- 
timonial dinners  or  gold  watches.  He  still 
goes  to  work  every  day,  puts  in  his  forty 
hours,  and  even  draws  a  paycheck.  He's 
retired,  but  nobody  knows  it.  Not  at 
first,  anyhow. 

The  lucky  ones  get  fired  in  time  to 
make  a  fresh  start.  Those  less  fortunate 
hang  on  for  a  while-even  decades-wait- 
ing and  wondering.  Waiting  for  a  raise  or 
promotion  that  never  comes,  and  won- 
dering why. 


There  are  ways  to  fight 
back,  though,  and  most 
men  do.  They  counteract 
the  urge  to  coast  by  run- 
ning as  they've  never  run 
before.  They  run  until  they 
get  the  second  wind  that 
is  now  known  as  "self-renewal." 

Self-renewal  is  nothing  more  or  less 
than  doing  for  yourself  what  your  par- 
ents, teachers,  coaches,  and  bosses  did 
for  you  when  you  seemed  young  enough 
to  need  it.  It's  the  highest  form  of  self- 
discipline.  And  it  can  be  one  of  the  most 
satisfying  experiences  a  man  can  enjoy. 
Self-renewal  is  the  adult's  ability  to 
motivate  himself;  to  reawaken  his  self- 
pride  in  the  face  of  spiritual  fatigue.  Self- 
renewal  is  the  device  by  which  the  boy- 
wonders  become  men.  Leaders.  Creators. 
Thinkers. 

Self-renewal  is  probably  the  greatest 
test  a  businessman  must  face.  It's  worth 
the  effort,  though.  With  the  life  expect- 
ancy approaching  the  century  mark,  65 
years  is  a  long  time  to  spend  in  a  rocking 
chair. 
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We  are  pleased  to  announce  that 

for  several  years  we  have  been  investing 

money  in  a  lot  of  worthless  coal  mines. 


When  a  strip  coal  mine  is 
exhausted,  it's  a  big  ugly 
hole  in  the  ground.  And 
there  are  two  things  you  can 
do  with  it. 

You  can  fill  it  in,  grade  it 
over  and  leave  it. 

Or  you  can  do  what  we've 
been  doing  for  many  years 
to  our  strip  mines  in  Ohio: 
filling  them  in,  grading  them, 
building  roads,  creating 
lakes  and  planting  millions 
of  trees. 

Our  way  calls  for  a  bigger 
investment  in  time  and  money. 
But  in  the  end,  instead  of 
acres  of  exhausted  coal 
mines  with  weeds  growing  on 
them,  we  have  acres  of 
parks  and  recreation  areas 


with  valuable  stands  of  Looking  at  it  from  that  point 

timber  growing  on  them.  We  of  view,  our  investment  in 

open  this  land  free  of  charge  worthless  coal  mines  doesn't 

to  the  public  for  hunting,  camp-  seem  like  such  a  bad  one 


ing  and  fishing. 

But  beyond  timberland 
and  parks,  we  also  have 
plans  for  encouraging 
future  industrial 
development  in  the  area. 
So  eventually  the  same 
land  will  have  produced 
four  harvests.  As  marginal 
farmland,  it  produced 
grazing  area  for  cattle. 
As  a  coal  mine,  it 
produced  coal  for  power. 
It  is  now  producing  timber 
and  providing 
recreational  areas.  And 
in  the  future  there  will  be 
a  fourth  harvest  of 
new  industry. 

If  you 're  wondering  what's 
in  all  this  for  us  as  a  producer 
and  seller  of  electric  power, 
it's  simply  this.  With  the 
economy  of  the  mined  area 
not  only  restored,  but  better 
than  it's  ever  been  before, 
requirements  for  electric 
power  will  naturally  increase. 


after  all,  does  it? 


This  is  what  we  invest  in. 


This  is  one  of  the  returns. 


American  Electric  Power  System 

Appolachian  Power  Co.,  Indiono  4  Michigan  Electric  Co.,  Kentucky  Power  Co.,  Kingsport  Power  Co.,  Michigan  Power  Co.,  Ohio  Power  Co.,  Wheeling  Electric  Co. 
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he 

tool  engine 
>  coming. 


Coming  off  the  line  right  now.  With  the  news 
bottom-side  up,  so  to  speak.  A  refined,  water- 
below-port  block— proved  on  our  in-line  71 's— 
now  comes  on  our  V-series.  Which  drops  the 
temperature  some  60°  at  the  critical  point- 
along  the  cylinder  wall.  Which  really  takes  the 
heat  off.  (And  explains  how  the  cool  engine  got 
its  name.)  It's  like  an  insurance  policy  against 
time.  Downtime.  You  might  think  of  the  water- 
below-port  block  as  an  added  attraction.  You 
still  get  the  same,  classically  simple,  Detroit 
Diesel  design.  But  the  WBP  block  adds  extra 
long  life.  With  less  chance  of  big-money  main- 
tenance. Under  even  the  hottest,  hardest  work 
loads.  Next  time  you  order  en- 
gines, remember  the  cool  one. 
Detroit   Diesel   Engine   Division, 
General    Motors,    Detroit,    Mich. 
48228.  It'll  take  the  heat  off  you. 


« 
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Tlw  Performance  People: 


People  who  do  things  and  do 
them  well  expect  one  thing  from 
the  bank  that  handles 
their  investments: 

Performance.  Capital  apprecia- 
tion. In  black  and  white. 

At  Manufacturers  Hanover,  we 
live  with  this  demand  day-in, 
day-out.  Because  we're  respon- 
sible for  the  management  of 


funds  valued  at  more  than  seven 
billion  dollars— for  performance-   . 
minded  people. 

It's  a  job  that  requires  one 
of  the  largest  and  ablest  research 
and  management  organizations 
in  the  world. 

So  if  you're  the  kind  of  person 
who  wants  things  done  right, 
ask  about  our  Investment  Manage- 

theydemand 
a  bank  that 
performs. 


ment  Service.  And  make  us  prove 
that  we  can  do  the  job— the  way 
you  expect  it  to  be  done. 

Personal  Trust  Division— 

350  Park  Avenue,  New  York,  N.  Y,  10022 

Tel:  350-5244  (Area  Code  212} 

. , .  it'*  good  to  h«»»  a  gr«*t  b*nk  behind  you 

MANUFACTURERS 
HANOVER  TRUST 
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Side  Lines 


San  Francisco,  1969 

Pressing  against  the  police  barricades  across  the  street  from  the  Fair- 
mont Hotel  one  day  last  month,  a  ragged  crowd  of  student  leftists 
were  chanting  an  obscure  revolutionary  slogan:  "One  more  war;  the 
Red  militia.  One  more  war;  the  Red  militia.  One  more  war.  .  .  ." 
Facing  them  were  six-footers  from  the  Tactical  Police  Force,  fingering 
their  long  riot  batons.  Behind  the  police  and  under  the  hotel  canopy, 
well-fed  groups  of  respectable  citizens  were  taunting  the  demonstra- 
tors, behaving,  if  anything,  more  tastelessly  than  the  hippie  types. 
It  was  a  familiar  but  sad  display  of  some  of  the  uglier  aspects  of  the 
generation  gap. 

Pensively  looking  on  was  Robert  S.  Ingersoll,  55,  chairman  of  Borg- 
Warner  Corp.  A  FoRBESman  approached  him  and  said:  "It's  too  bad, 
Mr.  Ingersoll,  that  these 
kids  can't  hear  what's 
going  on  inside  the 
hotel."  Ingersoll  agreed: 
"Yes,  it  is  sad.  The  kids 
would  get  quite  a  sur- 
prise." 

Inside  the  Fairmont 
was  a  business  meet- 
ing, the  Fourth  Inter- 
national Industrial  Con- 
ference, (see  Fact  ir 
Comment,  p.  22).  It  was 
closed  to  the  public, 
but  had  the  demonstra- 
tors heard  what  was  going  on,  they  might  have  been  hard  put  to 
defend  their  revolutionary  rhetoric.  Jointly  sponsored  by  Stanford 
Research  Institute  and  the  National  Industrial  Conference  Board, 
it  was  anything  but  a  routine  meeting.  Attending  were  the  presidents 
or  chairmen  of  some  115  companies  in  the  Forbes  Directory  Issue, 
in  addition  to  the  heads  of  over  50  of  the  very  largest  foreign 
companies.  There  were  Fords  and  Rockefellers  and  Weyerhaeusers 
and  Kaisers  and  Heinzes.  There  was  publicity-shy  D.  K.  Ludwig,  the 
U.S.  shipping  king;  Giovanni  Agnelli  of  Italy's  Fiat;  Mexico's  Bruno 
Pagliai  and  his  glamorous  wife,  ex-movie  actress  Merle  Oberon;  Baron 
Lambert  of  Belgium's  powerful  Banque  Lambert;  Sweden's  Marcus 
Wallenburg.  "You  are  the  enemy,"  a  young  demonstrator  screamed  at 
the  hotel  and  its  occupants.  For  many  on  campus  hold  business  largely 
responsible  for  the  urban  crisis,  racial  discrimination  and  the  war  in 
Vietnam.  But  were  the  hotel  occupants  really  the  enemy? 

What  would  have  surprised  the  youthful  demonstrators  outside  was 
the  huge  proportion  of  the  men  inside  who  want  to  change  the  world. 
Take  the  first  speaker,  former  U.S.  Steel  Chairman  Roger  Blough,  re- 
garded by  many  as  a  very  Satan  of  rugged  individualism.  Did  he  assail 
"government  interference"  and  hold  business  blameless  for  our  social 
ills?  On  the  contrary,  he  called  for  more  planning.  Said  Blough: 
".  ,  .  we  must  acknowledge  that  as  'leaders'  ...  in  business,  we  did 
not  see  sufficiently  the  impact  of  our  decisions  on  people  and  environ- 
ment .  .  .  our  concept  of  what  we  called  the  'future'  coincided  with 
our  concept  of  a  slightly  elongated  present." 

David   Rockefeller,   the   real   power   behind   the   conference,    had 
opened  the  session  by  telling  businessmen:  "If  material  wealth  bestows 
any  obligation  on  society,  surely  it  is  the  obligation  not  to  use  that 
(Continued  on  page  12) 


Curtiss-Wright  is  committed  to  the  future— $93  million 
worth.  That's  what  we've  spent  in  the  past  two  years  for 
plant  expansion,  for  new-technology  machine  tools,  for  the 
acquisition  of  companies  that  significantly  increase  our 
capability  and  broaden  our  scope. 

Our  principal  operation  remains  the  supply  of  equipment, 
components  and  services  in  the  aerospace,  industrial,  and 
nuclear  fields.  We've  made  significant  investments  to  con- 


solidate our  ability  to  serve  our  customers  in  these  areas. 

But  programmed  expansion  is  taking  us  beyond  these 

traditional  markets.  For  example,  acquiring  a  substantial 

interest  in  Dorr-Oliver,  Inc.,  has  opened  for  us  new  and 

m  challenging  areas  of  potential  growth— the  process 

m  industries,  water  management,  and  air-cargo  handling 

m  We  looked  at  the  Seventies,  saw  the  opportunities,  and 

m  put  $93  million  to  work  for  our  future. 


WRIGHT 

CORPORATION 

Caldwell,  Carlstadt.  East  Palerson,  Hackensack,  Jersey  City  and  Wood-Ridge,  N.J.  /  Buffalo,  Hempstead,  Long  Island  City,  Montauk.  Rivernead  and 
Smithtown,  N.Y.  /  Windsor  and  Stamford,  Conn.  /  Cleveland,  Ohio  /  Addison,  III.  /  St.  Louis.  Mo.  /  Los  Angeles  and  Vernon,  Cal.  /  Toronto,  Canada 
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Sony  about  ^our  common  bond, 
ft  was  just  an  accident. 

This  year  your  corporation  had  only  140  basic 
hospital-surgical  claims.  Your  competitor  had  360. 
With  insurance  averaging,  that  comes  to  250  claims 
apiece.  And  that's  what  you'll  both  pay  for. 
Perhaps,  next  year  your  corporation  wil 
have  more  accidents.  And  you  and  your 
competitor  will  even  out  the  claims. 

Inequities  are  a  fact  of  life  with  reserve  averaging— 
when  reserves  are  determined  by  averaging 
risks  of  similar  large  businesses.  But  many 
insurance  companies  do  it. 


growth  companies  moving 
up  make  this  city  one  of  the 
fastest-growing  in  America. 


FORWrs\RI>  METTRO  OJEiWER 


find  out  why. 

This  handsome  new  68-page  brochure 
tells  about  Colorado's  exciting  new  Front 
Range  of  Science  and  Technology— the 
150-mile  span  where  the  high  plains  meet 
the  Rockies. 

It  tells  you  why  Metro  Denver — the 
heart  of  the  Front  Range — is  one  of  the 
fastest-growing  cities  in  America. 

And  growth  is  happening  .  . .  Western 
Electric  and  Bell  Telephone  Laboratories 
are  building  a  new  manufacturing  plant 
and  product  development  laboratory  here 
...  a  $15  million  facility  that  will  employ 
over  3,000  people. 

Eastman  Kodak  is  coming  with  a  manu- 
facturing complex  that  Kodak  President 
Dr.  Louis  K.  Eilers  says  will  cost  "tens  of 
millions  of  dollars."  IBM  is  here,  with  over 
4,000  employees  in  a  ten-building  complex 
that's  being  expanded  further. 

Dow  Chemical  is  making  a  $34.5  million 
expansion.  Samsonite  Corporation  an 
$18.5  million  expansion.  Gates  Rubber 
a  $25  million  expansion.  Five  new  sky- 
scrapers— over  50  stories — are  scheduled 
for  construction.  A  $23  million  joint  ven- 
ture by  Del  E.  Webb  Corp.  and  Prudential 
Insurance  is  the  first  construction  for  the 
27-block  "Skyline"  renewal  project  that 
will  result  in  over  $250  million  of  new 
building  in  downtown  Denver.  All  the  in- 
dices of  business  prosperity  are  at  record 
levels. 

Growth  is  happening  .  .  .  because  there 
is  highly-educated,  productive  labor.  An 
unrivalled  combination  of  great  climate, 
urbane  atmosphere,  and  magnificent  rec- 
reation that  puts  Metro  Denver  at  the  top 


of  the  list  as  a  place  to  live,  and  that  makes 
it  easy  to  recruit  special  skills. 

Growth  is  happening . . .  because  there's 
a  strong  scientific  complex  of  more  than 
100  research  installations,  including  the 
National  Center  for  Atmospheric  Re- 
search, the  National  Bureau  of  Standards, 
Ball  Brothers  Research,  Coors  Spectro- 
Chemical  Lab,  Denver  Research  Institute, 
national  research  headquarters  for  Mara- 
thon Oil,  and  the  Joint  Institute  for  Labo- 
ratory Astrophysics. 

Growth  is  happening  . . .  because  there's 
fast  economical  transportation  that  serves 
national  and  international  markets  easily 
and  efficiently.  Building  costs  that  are  sub- 
stantially lower  than  national  averages. 
Abundant  and  low-cost  energy  and  water. 
Business-oriented  community  attitudes. 
And  lots  of  space  to  grow. 

The  companies  that  make  headlines  for 
dynamic  growth  are  moving  here — Honey- 
well, Martin  Marietta,  Beech  Aircraft, 
Hewlett-Packard,  Ampex,  Kaman  Nu- 
clear, and  a  distinguished  list  of  others. 

And  companies  that  began  here  have 
become  industry  leaders — Ideal  Basic  In- 
dustries, Hamilton  Funds,  Coors,  C.  A. 
Norgren,  Holly  Sugar,  CF&I  Steel. 

Growth  is  happening  .  .  .  find  out  why. 
SEND  TODAY  for  this  new  brochure  for  in- 
formation about  a  new  plant  site,  research 
facility,  administrative  headquarters,  or 
distribution  center.  All  inquiries  confiden- 
tial. Write  Manager,  Forward  Metro 
Denver,  Dept.  259,  1301  Welton  Street, 
Denver,  Colorado  80204.  Phone  (303) 
534-3211. 


SIDE  LINES 


(Continued  from  page  9) 
wealth  ...  to  embitter  others  by  spread- 
ing-a  sense  of  hopelessness.  .  .  .  We 
will  have  to  turn  over  a  new  leaf." 
And  Eastman  Kodak's  articulate  Wil- 
liam. S.  Vaughn,  in  what  many  re- 
garded as  the  finest  speech  of  the 
meeting,  observed  of  youth's  dissatis- 
faction with  business:  "I  find  this 
particularly  ironic  at  a  time  when 
business  and  the  general  run  of  col- 
lege students  have  moved  closer  to- 
gether than  ever  before  in  their  desire 
to  satisfy  the  wants  and  needs  of 
people  the  world  over." 

The  reformist  fervor  permeated  the 
meeting.  One  panel  session  on  "The 
Job  of  the  Chief  Executive"  turned 
into  a  free-for-all  discussion  on  the 
need  for  business  to  go  well  beyond 
the  profit  goal.  For  example,  Dr.  Gerd 
Tacke,  the  thoughtful  president  of 
Siemens,  the  great  German  electrical 
manufacturer,  spoke  up.  He  declared 
that  a  company  head  should  no  longer 
be  judged  only  on  his  company's 
growth  and  profitability,  but  also  on 
his  success  in  dealing  with  the  human 
and  social  problems  both  within  his 
company  and  its  society.  Fletcher  By- 
rom,  president  of  Koppers,  frankly 
described  the  difficulties  in  getting 
profit-centered  executives  to  under- 
stand that  they  would  be  scored  not 
only  on  the  earnings  performance  of 
their  operations,  but  partly  on  their 
success  in  such  things  as  training  the 
hard-core  unemployed. 

Was  this  just  chamber-of-commerce 
speechmaking  whipped  up  by  the 
boss'  speechwriters?  No,  the  confer- 
ence was  set  up  to  discourage  pub- 
licity; the  reporters  weren't  kept 
away,  but  they  got  so  little  help  that 
few  of  them  even  showed  up,  and 
those  who  did  concentrated  on  the 
demonstrations  outside.  There  was  a 
reason  for  this  seclusion:  So  high- 
level  was  the  conference  that  the 
sponsors  didn't  want  to  antagonize 
lesser  businessmen  who  could  not  get 
invitations.  Hut  the  net  effect  was  that 
these  top  businessmen  were  talking 
only  to  themselves. 

Which,  in  a  way,  is  too  bad.  Not 
that  the  hard-core  radicals  would  have 
been  convinced;  they  don't  want  to 
be  confused  with  facts.  But  this  was 
the  world's  business  elite,  and  too  main 
sincere  young  people  still  think  of 
businessmen  as  reactionary  old  fogies. 
Some  of  them  still  are — the  millen- 
ium  hasn't  arrived — but  the  best  of 
the  businessmen  arc  listening  to  youth 
— over  a  narrower  gap  than  the  noisy 
but  insignificant  confrontation  in  San 
Francisco  last  month  suggested.  ■ 
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CAPITALIZE  ON  THE  MOST 

POWERFUL  SALES  INCENTIVE 

EVER  DEVISED  BY  MAN: 


WOMAN. 


One  thing  women  love  with  a 
passion  is  S&H  Green  Stamps.  Nearly 
65%  of  American  housewives  save 
them.  And  when  a  wife  wants  stamps, 
her  husband  does  what  it  takes  to  get 
them:  he  works  harder,  earns  more, 
sells  more.  That's  the  secret  behind  the 
success  of  S&H  Green  Stamp  Sales 
Incentive  Plans  at  so  many  companies. 

A  national  mutual  fund  sales 
organization,  for  example,  doubled  its 
business  each  year  for  5  years  with 
S&H  incentives.  Another  company 
added  $2  million  in  sales.  An  industrial 
manufacturer  increased  sales  22%. 

Another  unique  advantage  of 
S&H  incentives  is  that  a  wife  can  add 


her  husband's  stamp  awards  to  the 
stamp  books  she's  saved  on  her  own, 
and  so  accumulate  gifts  faster. 

Once  she's  collected  her 
stamps,  there's  no  waiting  for  gifts.  A 
family  can  pick  up  its  gifts  at  any  of 
the  over  800  S&H  Redemption  Centers 
throughout  the  country.  For  S&H  is 
the  only  nation-wide  stamp  plan. 

We're  also  the  largest  and  old- 
est motivation  company  in  business. 
We  provide  not  only  sales  incentives, 
but  incentives  for  safety,  attendance, 
efficiency — everything. 

With  our  speed  and  versatility 
we  can  handle  any  incentive  assign- 
ment—including yours. 


S&H  INCENTIVES-WE  SELL  YOUR  MEN  ON  SELLING. 


FREE  OFFER 

If  you're  responsible  for  incentive  pro- 
grams in  your  company,  mail  in  this  cou- 
pon for  your  free  S&H  Incentive  Award 
Catalog.  It's  filled  with  thousands  of  de- 
sirable S&H  gifts. 

Incentive  Division,  Dept.  FB-10 

The  Sperry  and  Hutchinson  Company, 

330  Madison  Ave.,  New  York,  N.Y.  10017 

Sirs:  Send  me  my  free  S&H  Incentive  Cat- 
alog plus  information  on  S&H  Incentives. 


YOUR  NAME_ 


YOUR  TITLE. 


NAME  OF  YOUR  COMPANY 

COMPANY  ADDRESS 

CITY STATE ZIP  CODE. 
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Most  traveling  salesmen  stories  weren't  made  up 
by  traveling  salesmen. 


Basically  speaking,  traveling  for  a  living  is  no 
joke.  Because  you  travel  when  it's  good  for  business, 
not  when  it's  good  for  you. 

For  46  years  we've  rented  more  cars  to  more 
travelers  than  anybody  else. 

What  we've  learned  about  the  problems  of  trav- 
eling in  that  time  has  helped  us  build  a  company  that's 
prepared  to  make  things  easier  for  you. 

In  over  1000  American  cities  and  towns 
where  you  are  a  stranger,  there's  a  Hertz 
girl  who  lives  in  that  town. 

She  can  suggest  a  place  to  eat,  she 


has  a  good  idea  of  where  to  stay,  and  a  way  to  get  there 
without  getting  lost. 

She  can  fill  you  in  on  local  business  customs.  And 
in  a  pinch,  she  can  even  come  up  with  things  like  a 
locksmith  or  an  all-night  drugstore. 

What's  more,  she's  superbly  prepared  to  make 
sure  she  won't  add  to  your  problems.  Nobody  can  rent 
you  a  better  maintained  Ford  or  other 
good  car  than  she  can. 

But  while  others 
just  rent  you  a  car,  she 
will  rent  you  a  company. 


\bu  don't  just  rent  a  car.\bu  rent  a  company. 


Trends 

&  Tangents 


BUSINESS 


New  Turf 

Soaring  interest  rates  are  mak- 
ing bond  buyers  of  U.S.  investors 
who  used  to  put  most  of  their  sur- 
plus cash  into  savings  accounts. 
From  1966  through  L968  they  put 
an  average  of  $19  billion  yearly 
into  savings  accounts  and  SI  1.2 
billion  into  bonds.  But  this  year, 
according  to  estimates  by  Salomon 
Bros.  &  Hutzler,  they  will  probably 
add  onlv  ST. 5  billion  to  savings 
accounts  and  buy  $23.3  billion 
worth  of  bonds — more  than  any 
other  single  group  of  bond  pur- 
chasers. 

Backlash 

Independent  computer  compa- 
nies that  sell  programs  arc  pleased 
that  IBM  will  be  charging  for  new 

computer  programs  that  once  were 
"tree.*'  This,  they  think,  will  make 
it  easier  to  compete  against  the 
giant.  But  IBM  will  rent,  not  sell, 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


N  jrre 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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its  programs.  This  could  create  fi 
nancing  problems  for  smaller  soft- 
ware firms  that  might  have  to  sup- 
plement their  rental  income  by 
borrowing  money  if  they  are  forced 
to  rent  their  programs.  On  the 
other  hand,  the  industry  is  breath- 
ing easier  now  that  the  Internal 
Revenue  Service  has  okayed  the 
practice  of  expensing  software  de- 
velopment costs.  Many  firms  lower 
their  taxes  by  writing  oft  develop- 
ment costs  on  their  tax  returns. 
But  they  increase  reported  earnings 
to  stockholders  by  capitalizing 
these  same  costs. 

Turnaround 

Three  years  ago  lack  of  space 
for  industrial  expansion  was  cost- 
ing New  York  City  15,000  indus- 
trial jobs  per  year.  Today  New 
York  has  1,500  acres  available  for 
manufacturing — enough  to  build 
factories  employing  91,000  blue- 
collar  workers.  Why  the  sudden 
change?  City  officials  have  spent 
close  to  $20  million  to  acquire 
decayed  areas  and  convert  them 
to  industrial  use.  Commerce  Com- 
missioner D.  Kenneth  Patton  esti- 
mates that  each  dollar  of  city 
money  "stimulates  approximately  a 
threefold  investment  by  the  pri- 
vate sector  in  construction  of 
plants." 

Stay  Where  You  Are 

Many  utilities  dream  of  creating 
customers,  but  Niagara  Mohawk  is 
doing  it  a  novel  way — by  financing, 
with  government  help,  an  urban 
renewal  project  in  Troy,  N.Y. 
Ground  has  just  been  broken  for 
the  $2.7-million  apartment  project, 
which  will  consist  of  134  low- 
and  middle-income  housing  units. 
Niagara  Mohawk's  motives?  Says 
Allen  A.  Lynch,  head  of  the  com- 
pany's area  development  depart- 
ment: "When  the  inner  city  dies, 
utilities  lose  money  through  loss 
of  power  revenue  and  heavier  tax 
burdens."  A  previous  analysis  of 
the  effect  of  urban  renewal  in  a 
similar  upstate  city  estimated  that 
electric  and  gas  revenues  would 
eventually  more  than  double  in  the 
renewal  area. 

Now  You  See  It  .   .  . 

Shareholders  of  would-be  con- 
glomerate International  Controls 
would  do  well  to  read  the  two 
footnotes  to  the  "progress  report" 
mailed  to  them  covering  the  six 
months  ended  last  June  30.  The 
so-called  "favorable  earnings  trend" 
shows  earnings  per  share  rising  to 
50  cents  vs.   12  cents  for  the  first 


~\ 


there  s 

Columbus, 

Georgia. 

'New,  thirteen-story  city-county  government 
center,  now  under  construction. 


The  Columbus-Muscogee  County 
Planning  Commission  is  a  beehive 
of  activity.  With  an  authorization 
of  1  3  staff  members  and  a  bud- 
get of  $132,000.00  this  group 
is  giving  professional,  long-range 
planning  to  the  Columbus  area. 

So  when  you  see  how  Colum- 
bus is  growing  (with  minimum 
growing  pains)  it  becomes  obvious 
that  its  growth  is  well  planned. 

When  you  start  planning  on 
a  new  plant  site,  look  into  the 
planning  that's  going  on  in 
Columbus,  Georgia. 

Take  the  60  tour. . . 


Mail  this  coupon  for  the  industrial 
"tour-guide"  of  Columbus.  Ga. 


~! 


CHARLES  F.  HEATH 

ECONOMIC  DEVELOPMENT  DEPARTMENT 

CHAMBER  OF  COMMERCE 

P.O.  BOX  1200 

COLUMBUS.  GEORGIA  31902 


NAME 


ADDRESS 
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Varo? 
What  are 
they  in? 


Air  Transportation. 

In  more  ways  than  one. 

First,  we  make  an  actuator  that  helps 
load  freight  and  baggage  containers  into  an 
aircraft  in  seconds. 

It's  already  in  use  on  some  new  727  stretch 
jets. 

We've  also  designed  a  system  to  speed 
passengers  around  today's  giant,  multi-termi- 
nal airports. 

We  call  it  the  Monocab.™ 

It's  a  horizontal  elevator  that  works  just 
like  a  regular  elevator. 

Except  it  goes  back  and  forth  taking  you 


where  you  want  to  go.  When  you  want  to  go. 

Air  transportation  is  just  one  of  many  mar- 
kets served  by  Varo's  growing  product  lines. 
We're  also  in  image  intensification,  gyro- 
scopic instruments,  and  hybrid  integrated 
circuits,  as  well  as  supplying  components  to 
the  television  and  computer  industries. 

While  we  are  becoming  more  and  more 
diversified,  all  Varo  product  lines  are  science- 
oriented  with  the  common  goal  of  serving  the 
evolutionary  needs  of  mankind. 

If  you'd  like  a  penetrating  look  into  the 
extent  of  our  involvement,  write  forourannual 
report.  Address  your  request  to  Public  Re- 
lations. Dept.  F-7. 


© 


VARO 


Varo,  Inc.,  Executive  Office,  Garland  Bank  Bldg..  P.  O.  Box  411,  Garland,  Texas  75040 


DETROIT   EDISON   REPORTS 

Michigan  Power  Pool 
Now  in  Operation 

Detroit  Edison  has  taken  another  step  forward  to  make  sure 
its  customers  have  the  most  economic  and  reliable  electrical 
power.  It's  accomplished  through  the  use  of  computers  and 
modern  telemetry  at  the  new  Michigan  Electric  Power  Pool 
Control  Center  near  Ann  Arbor.  The  Center  is  a  joint  project  of 
Detroit  Edison  and  Consumers  Power.  Here  two  high-speed 
computers  continually  monitor  and  give  instructions  to  67 
generating  units  in  13  major  power  plants  all  over  the  Lower 
Peninsula.  Almost  instantaneously  they  decide  which  generat- 
ing source  of  electrical  power  is  more  economical  for  the 
needs  of  any  given  area.  Engineers  report  that  this  is  one  of  the 
most  sophisticated  control  systems  of  its  type  in  the  nation. 

242nd  Consecutive  Quarterly  Dividend 

Common  Stock— 35«  per  share  payable  October  15,  1969,  to 
shareholders  of  record  September  25,  1969. 

The  8th  consecutive  quarterly  dividend  of  $1.3772  per  share 
upon  the  Preferred  Stock  is  payable  October  15,  1969,  to 
holders  of  record  on  September  25,  1969. 

DETROIT  EDISON 

Serving  Growing  Southeastern  Michigan 


Trends  ! 

&  Tangents 

half  of  1968.  But  one  footnote 
reveals  that  1968  results  do  not 
include  a  $1.4-million  loss  on  an 
investment  in  Golden  West  Air- 
lines, four  times  1968  net  income 
of  $315,000.  Another  footnote  re- 
veals that  an  expected  $2.5-million 
loss  of  IC's  recently  acquired  sub- 
sidiary Electronic  Specialty  has  not 
been  taken  into  consideration.  And 
net  income  for  the  first  half  of  1969 
was  only  $1.9  million. 


WASHINGTON 


.   .   .  By  Any  Other  Name 

Misleading  corporate  name 
changes — like  the  meat-packing 
company  that  wanted  to  become 
Acme  Missile  &  Electronics — are 
drawing  an  official  frown  from  the 
Securities  &  Exchange  Commis- 
sion. A  growing  number  of  com- 
panies seem  to  have  concluded  that 
a  rose  by  another  name  might  smell 
sweeter,  as  when  Southern  Gulf 
Utilities  changed  its  name  to  Eco- 
logical Science  Co.,  though  85%  of 
its  business  then  was  in  utility  ser- 
vice. Charles  E.  Shreve,  director  of 
the  SEC's  division  of  corporation 
finance,  makes  it  clear  that  the 
agency  does  not  now  intend  to 
prosecute  companies  involved  in 
such  a  name  game.  But  it  might 
order  such  a  company  seeking  to 
register  stock  to  change  its  name 
or  put  a  warning  in  its  prospectus. 


FOREIGN 


Two-Way    Street 

The  Japanese  may  be  making 
life  unpleasant  for  some  American 
companies,  but  they  are  doing  well 
by  the  Norfolk  &  Western  Railway. 
Last  year  the  Japanese  bought  15 
million  tons  of  American  coal,  and 
the  N&W  moved  80%  of  it  to  East 
Coast  ports.  This  year  the  Japanese 
will  buy  21  million  tons,  and  again 
N&W  expects  to  move  about  the 
same  share  for  revenues  of  roughly 
$66  million. 

Pollution    Progress 

A  .skirmish  in  the  battle  against 
pollution  has  been  won  by  the 
British.  As  the  result  of  a  deter- 
mined antipollution  drive,  for  the 
first  time  in  four  decades  there  are 
fish  once  again  in  the  river  Thames, 
said  to  be  cleaner  than  at  any  time 
in   the  past   200   years.  ■ 
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The 

Wild 
Goose 


You  can  be  in  for  a  wild  goose  chase  across  the 
country  when  you  have  to  visit  those  out  of  the 
way  places  where  most  commercial  planes  don't 
land,  and  where  most  company  planes  can't  land. 

Unless  you're  flying  in  a  Hawker  Siddeley 
DH  125  business  jet.  It  can  set  down  nice  and 
easy  on  the  most  difficult  landing  strips  when  you 
have  to  go  off  the  beaten  track. 

It  lets  you  conduct  meetings  in  the  plane,  head 
to  head,  without  acting  like  a  flock  of  screaming 
eagles.  Those  Rolls  Royce  engines  are  so  quiet 
you  can  hear  yourself  think. 

It  can  always  be  ready,  willing  and  able  to  get 
you  there  and  take  you  back  in  civilized  comfort. 
Because  Hawker  Siddeley  service,  in  city  after 
city  in  the  United  States  and  around  the  world, 
is  there  when  you  want  it. 

And  as  we  said,  the  DH  125  can  take  off  and 
land  just  about  anywhere. 

Wild  goose? 

Be  a  wise  owl  instead.  Who?  Who? 


Hawker  Siddeley  DH  125 

The  businessman  is  a  special  kind  of  bird. 


I  Hawker  Siddeley  International  Inc.,  La  Guardia  Field,  N.Y.  Tel.  212-335-3370.  Distributors:  AiResearch  Aviation,  Los  Angeles  International  Airport,  Calif.  Tel.  213-646-2770. 
Atlantic  Aviation  Corp.,  Greater  Wilmington  Airport,  Del.  Tel.  302-322-2211.  Atlantic  Aviation  of  Canada  Ltd.,  Montreal  International  Airport,  P.Q.  Tel.  514-636-4155. 
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MILWAUKEE 

more  than  just 
beer  barrel  polka. 


Your  best  people  can  waste  away  from  cultural  malnutrition  in  the 
hinterlands  of  America. 

Not  so  in  Milwaukee.  Relocation  or  expansion  of  your  plant  here 
means  a  full  life.  Including  culture.  Not  just  a  juke  box  and  bare  high- 
ways to  stare  at  after  5:30. 

At  the  drop  of  a  baton,  you'll  find  as  many  Milwaukeeans  soaring 
with  the  renowned  Milwaukee  Symphony  as  with  oompah. 

Our  aesthetic  appetites  are  lusty. 

Cultivated  musical  tastes  have  created  the  Florentine  Opera  and  the 
Fine  Arts  Quartet. 

Our  Milwaukee  Repertory  Theatre  is  a  model  showcase  for  contem- 
porary American  dramatic  entertainment.  And  the  Skylight  and  Melody 
Top  Theatres  are  its  semi-classical  and  musical  counterparts. 

A  full  spectrum  for  personal  enrichment.  Whatever  turns  you  on, 
it's  here  waiting  for  you. 

Including  polka  and  beer. 

Find   out  more   by   writing:    DIVISION    OF   ECONOMIC    DEVELOP- 
MENT, DEPARTMENT  OF  CITY  DEVELOPMENT,  CITY  HALL 
—ROOM    FBS   10-69,   MILWAUKEE,   WISCONSIN  53202. 


Milwaukee:  a  beautiful  way  of  life. 


READERS  SAY 
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Not  True 

Sir:  In  your  article  on  Arthur  Carter  iu 
the  Sept.  15  issue,  you  indicate  that 
Curtis  Publishing  and  our  company  are 
"now  in  the  courts."  The  course  of  action 
broifght  against  us  by  Curtis  was  volun- 
tarily withdrawn  by  them  on  June  2, 
1969. 

— Edward  Downs 

President, 

Downe  Communications,  Inc. 

New  York,  N.Y. 

It's  the  Percentages  that  Count 

Sir:  The  color  chart  on  p.  32  of  your 
Oct.  1  issue,  portraying  the  volume  o\  er 
a  20-year  period  of  various  advertising 
media,  is  most  misleading.  The  two  red 
lines  covering  newspaper  and  television 
advertising  are  practically  parallel.  True 
in  dollars,  but  in  percentage  increase  the 
score  is:  newspapers  up  174%;  TV  up 
5,400%. 

— Charles  F.  Gill 
Mathews,    Va. 

Yes,  but  TV's  rise  icas  from  a  tiny 
base.  As  they  say,  "Let  me  pick  the  base 
and  1  can  make  statistics  prove  anything 
1  want" — Ed. 

Executives  on  Wheels 

Sir:  Welcome  Malcolm  Forbes  to  the 
ranks  of  literate  motorcyclists  (Side 
Lines,  Sept.  15).  Someone  should  ex- 
pound on  the  pure  pleasures  of  the 
sport  .  .  .  the  succession  of  exhilaration, 
thrill  of  speed,  the  thermal  differences 
and  the  succession  of  odors  and  fra- 
grances. Surely  this  is  a  sport  tor  a 
pcrcepth  e    man. 

— W.  H.  Redding 
Warminster,    Pa. 

Sir:  About  a  year  ago,  we  became 
entranced  with  the  idea  of  venturing 
into  the  motorcycle  business.  Our  en- 
tire family  has  a  financial  interest  in 
the  firm.  Many  eyebrows  were  raised 
when  they  realized  that  a  man  of  over 
20-years  standing  in  the  accounting  pro- 
fession was  diversifying  by  way  of 
motorcycles.  Our  customers  are  very 
fine  people  and  include  board  of  educa- 
tion supervisors,  teachers,  doctors,  fellow 
accountants,  engineers,  students,  fami- 
lies and  many  others.  I  can  think  oi  no 
other  business  that  is  so  much  fun  and  so 
rewarding   in   so   many   ways. 

— Valerian  J.  Soppe 

President, 

Valerian's    Two   Cycle    City,    Ltd. 

Los   Angeles,   Calif. 

Sir:  Your  "Side  Lines"  should  cer- 
tainly put  our  sport  in  the  proper  per- 
spective  among  your  readers. 

— Bill    Bagnall 

Publisher, 

Motorcyclist  Magazine 

Sierra  Madre,  Calif. 

(Continued  on   page  102) 
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The  only  kind  of  fleet 
you  should  put  your  money  in. 


Owning  a  fleet  of  cars  or  trucks  doesn't  pay.  It 
costs.  Ownership  is  expensive.  It  ties  up  large  sums  of 
capital — thousands  of  dollars  which  could  be  put  to 
better  use  elsewhere  in  your  company.  A  Wheels,  Inc., 
fleet  lease  plan  puts  your  money  where  it  belongs.  In 
your  company,  not  your  cars.  It  releases  a  big  chunk  of 
working  capital  and  provides  all  the  cars  you  need, 
without  capital  investment  of  any  kind. 

And  frankly,  we  can  manage  your  fleet  better 
than  you  can.  In  a  manner  that's  much  more 
profitable  for  your  company.  Greater 
profits.  Better  management.  They're  the 
kind  of  dividends  you  can  bank  on. 
Wheels,  Inc.  Our  30th  year. 


r 


1A/MMMJMjljL3  IflU.  and  associated  companies. 

30  years  experience  in  leasing  Chevrolets  and  other  fine  cars  and  trucks 

6200  N.  Western  Ave.,  Chicago,  III.  60645  Dept.  Fl  09 
I'm  interested  in  finding  out  exactly   how  much  money  and   time 
my  company  could  save  through  fleet  leasing. 

We  operate □  leased  D  owned  D  Salesmen's  cars. 

(Number) 


Name 


Title 


Company 


Address 


City 


State 


ZIP 
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Eleven  questions 

for  presidents 

considering 

a  computer  installation. 


If  you  are  contemplating  a  major 
data  processing  center,  here  are 
eleven  questions  you  should  be 
asking  your  staff: 

•  Will  the  choice  of  location  for  the 
center  best  serve  your  interests  — 
immediately  as  well  as  in  the  future? 

•  Will  the  layout  of  the  center  incor- 
porate the  most  efficient  flow  of 
traffic  among  those  departments 
that  support  or  depend  on  it? 

•  Will  the  plan  permit  maximum  in- 
ternal flexibility  for  adding  and  re- 
arranging peripheral  equipment? 

•  Will  it  have  adequate  provisions 
for  physical  expansion  to  accom- 
modate additional  "hardware"  and 
staff? 

•  Will  the  center  have  built-in  oper- 
ational reliability? 

•  Will  it  have  safety  features  to  help 
protect  your  investment  as  well  as 
service  commitments? 

•  Will  it  have  provisions  for  main- 
taining information  security? 

•  Will  the  working  environment  at- 


tract and  hold  the  skilled  personnel 
you  require  to  get  the  maximum 
benefit  from  your  investment? 

•  Will  the  capital  cost  of  the  new  in- 
stallation bear  a  realistic  relation- 
ship to  the  anticipated  benefits? 

•  Will  the  planning,  design  and  con- 
struction of  the  computer  center  be 
handled  soastoassureon-schedule 
and  within-budget  completion? 

•  Do  you  havethe  internal  resources 
to  plan  the  new  installation  to  as- 
sure satisfactory  answers  to  all 
these  questions? 

An  Austin  FACILITY  ANALYSIS  will 
help  answer  them.  It  is  one  of  seven 
Austin  engineering-economic 
consulting  services  which  are  an 
important  initial  step  in  a  systems 
approach  to  the  development  of 
solutionsto  plant  facility  problems. 

Austin  specialists  begin  by  analyz- 
ing your  objectives  as  well  as  the 
methods  available  to  attain  them. 
Alternative  solutions  are  carefully 


studied  with  the  aim  of  combining 
all  resources  —  men,  machinery, 
materials,  and  money  —  into  the 
most  effective  answer  to  your  prob- 
lem. This  systems  approach,  based 
on  nearly  a  century  of  service  to 
commerce  and  industry,  produces 
measurable  benefits  in  time,  effort, 
and  money  for  Austin  clients. 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire  or 
teletype:  The  Austin  Company, 
3650  Mayfield  Rd.,  Cleveland,  Ohio 
44121. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


EMINENTLY  SOUND 


Insurance  is  a  business,  a  big,  big  business.  Run  by 
businessmen.  Aside  from  occasional  small-time  crook  out- 
fits that  bilk  briefly  and  flop  swiftly  under  a  few  states' 
loose  laws,  insurance  companies  are  usually  run  by  men 
deeply  conscious  of  their  enormous  fiduciary  responsibili- 
ties. The  widow  s-and-orphans  approach. 

When  the  country's  life  insurance  companies  announced 
they  were  going  to  invest  $2  billion  in  the  rehabilitating  of 
ghettos  and  to  create  employment  lor  ghetto  dwellers, 
Forbes  queried  Frank  Ferguson,  head  of  giant  North- 
western Mutual  Life,  as  to  the  justification  lor  thus  "risking 
stockholders'  and  policyholders'  monej ."  We  asked,  "What 
are  you,  social  workers?"  (FORBES,  Sept.  1,  p.  54). 

I  think  the  man's  answer  bears  repeating. 

"Of  course,  we  are  not  social  workers,"  said  Mr.  Fergu- 
son. "Our  industry  has  investments  totaling  $60  billion  in 
urban  real  estate.  We  can't  afford  to  see  the  cities  torn  by 
racial  strife.  We're  protecting  our  investments.  And  we're 
protecting  our  policyholders'  investments,   too.   You  must 


remember,  millions  of  them  own  real  estate  in  the  cities 
and  the  suburbs.  We're  protecting  the  value  of  that  prop- 
erty at  very  little  cost." 

It's  not  always,  and  in  fact  not  very  often,  that  captains 
of  great  industries  take  a  really  broad  view  of  their  prob- 
lems, responsibilities  and  future.  This,  however,  is  a  perfect 
example  of  the  occasional  clear  thinking  which  enables  free 
enterprise  to  stay  free  and  do  better  for  a  free  society  than 
any  other  economic  system  ever  devised. 


WHY  NOT? 


Our  airports  and  airways  desperately  need  modernizing. 
One  reason  for  delay  we're  told  is  the  need  for  money. 

Can  you  think  of  any  good  reason  not  to  do  as  so 
many  European  countries  do — impose  on  each  passenger 
a  moderate  "use"  tax  every  time  he  uses  an  airport  for 


take-off  (Fact  b-  Comment,  Feb.  1)? 

At  one  dollar  a  throw,  such  a  tax  could  raise  perhaps 
$165  million  annually.  Even  at  present  interest  rates, 
such  revenue  could  cover  a  couple  of  billion  dollars  worth 
of  airport  and  air  traffic  improvement  bonds. 


JOLLY  GOOD  JOLT 


The  Administration  has  been  jolted,  we're  told,  by  a 
hard-working  group  of  Congressmen  who  have  apparently 
succeeded  in  lining  up  enough  votes  to  increase  by  five 


times  the  budget  proposal  for  money  to  finance  water  pol- 
lution control. 

Three  cheers  for  the  clean  water  guys. 
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PROGRESS   FOR  REAL 


This  year  Detroit  has  not  overly  trumpeted  style  changes, 
but  in  at  least  one  instance  the  new  General  Motors  cars 
have  made  what  I  regard  as  a  huge  advance — using  a 
Libbey-Owens-Ford  invention  to  imbed  the  radio  antenna 
in  the   windshield,    thus   officially    eliminating   the    whip 


aerial.  Vandals,  car  washes  and  low  ceilings  have  been 
eliminating  'em  unofficially  since  they  were  first  installed. 
Now  if  somebody  can  re-invent  a  reliable  self-starter  for 
all  makes  for  next  year's  line,  we'll  make  another  notable 
improvement. 


WHY  KEEP  LETTING  THE  GRASS  GROW? 


Isn't  it  about  time — in  fact,  long  past  time — that  a  top 
team  of  medicine  men  and  social  scientists  make  a  compre- 
hensive study  of  marijuana,  a  study  not  spurred  by  an  older 
generation's  horror  or  fear,  but  a  study  aimed  at  finding  out 
the  facts? 

If  400,000  young  people  can  gather  on  a  farm  for  three 
days  in  pouring  rain  to  sit  in  the  mud  listening  to  the 
Sounds  of  their  generation,  with  most  of  them,  according 
to  every  report  I  read,  stoned  on  pot,  we'd  better  find  out 
for  sure  what  it's  all  about. 

Increasing  the  penalties  and  enacting  a  federal  law,  as 
now  proposed,  imposing  a  mandatory  two-year  jail  sen- 
tence for  even  having  marijuana  on  the  person  is  hardly 
the  answer — unless  it's  accompanied  by  an  appropriation 
for  hundreds  of  millions  of  dollars  for  the  jails  to  hold  a 
sizable  percentage  of  our  nation's  youth. 


Instead  of  a  completely  punitive  approach  to  the  matter, 
which  hasn't  worked  at  all,  let  us  try  to  find  out  the  facts. 
If  it  can  be  established  beyond  medical  dispute  that  smok- 
ing marijuana  does  real  and  lasting  physical  harm  to  a 
person,  including  destructive  mental  effects,  then  I  think 
the  spread  of  the  drug  would  lessen  and  its  use  would 
begin  to  diminish. 

This  seems  to  be  happening  with  LSD,  where  the  word 
among  many  young  people  is  that  too  often  "bad  trips" 
make  it  dangerous.  They  are  increasingly  convinced  among 
themselves  and  by  themselves  that  it's  not  worth  it. 

Let's  take  time  out  from  hurling  laws  and  penalties  from 
our  side  of  the  Generation  Gap  and  together  see  if  we  can- 
not find  out  some  answers. 

Until  we  do,  it  would  seem  the  use  of  marijuana  will 
keep  growing  at  a  faster  rate  than  we  can  build  prisons. 


FOUR-COLOR  WHITE 


In  industrial  design,  as  well  as  fashions,  the  Italians  in 
recent  years  have  been  extraordinary  pace-setters. 

If  there  is  anything  more  beautiful  on  four  wheels  than 
the  Maserati  Ghibly,  I  haven't  seen  it.  In  many  lines  of 
office  equipment,  in  modern  furniture  and  in  shipbuilding, 
they  make  functional  objects  into  objects  of  beauty. 


A  prize  example  of  their  superlative  application  of  the 
arts  of  printing,  color,  design,  advertising  is  the  use  by 
Olivetti  of  four  colors"  to  make  a  white  illustration — it 
appears  in  the  current  New  Yorker. 

Shades  of  da  Vinci  and  Michelangelo! 

"Printing  uses  four  basic  colors  to  make  a  color  picture. 


LOVE  THAT  TOWN 


With  every  visit  I  come  away  with  more  reasons  why 
San  Francisco  is  the  favorite  U.S.  city  for  both  American 
and  foreign  visitors. 

Both  the  city  fathers  and  the  town's  young  protesters 
have  an  amusing  way  with  words.  The  latter  branded  the 
recent  International  Industrial  Conference  held  there,  a 
gathering  of  700  business  and  financial  leaders  from  70 


countries  and  chairmaned  by  David  Rockefeller,  as  a 
"festival  of  thieves";  and  at  the  same  time  the  streets  were 
festooned  by  the  city  with  banners  proclaiming  "Japan 
Week.  Sept.  5-Sept.  20." 

Sixteen  days  make  a  week. 

Like  David  makes  a  thief. 

In  ebullient,  unliteral  San  Francisco,  anyway. 


"MONEY  ISN'T  EVERYTHING" 

According  to  those  who  have  it. 


"MONEY  IS  A  BURDEN" 

Some  of  us  are  willing  to  shoulder  some  burdens. 


-Malcolm  S.  Forbes, 

Editor-in-Chief 


how  to  solve  property  tax  puzzles 
...and  find  equity 


The  impact  of  property  taxes  on  community  well-being 
and  service  is  obvious.  Personal  and  corporate 
responsibility  dictate  that  such  taxes  be  properly  assessed 
and  willingly  paid.  However,  arriving  at  equity  in  local 
Ad  Valorem  matters  is  not  always  simple.  The  complexity 
of  a  property  is  often  an  obstacle  to  understanding.  .  . 
and  equity.  An  objective  third  party  may  be  needed  — 
professional  valuation  counsel  .  .  .  whose  services  result 
in  supportable  appraisals. 
Assisting  corporate  decision-makers  is  our  business. 


MERICAN 
PPRAISAL 


The  American  Appraisal  Company.  Milwaukee.  Wisconsin  53201        U.S.A.   •   Canada    •  Philippines  •   Brazil    •    France   •    Italy  •    Spain 
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When  it's  90  degrees  and  bumper  to 
bumper,  there's  nothing  hotter  or  stick- 
ier than  a  vinyl  car  seat. 

That's  because  vinyl  upholstery  has 
always  been  made  in  a  solid  sheet,  so  air 
couldn't  get  in  or  out. 

But  now  B.F.Goodrich  has  come  up 
with  a  not-so-hot  development:  Cool 
Knit™,  a  vinyl  upholstery  that  breathes. 

We  knit  narrow  strips  of  vinyl  film 
around  nylon  yarn  to  create  an  uphol- 
stery material  that's  porous.  So  mois- 
ture evaporates  rapidly.  And 


your  car  seat  stays  cooler  and  more 
comfortable. 

Cool  Knit  looks  cool,  too.  Even 
though  it's  got  several  times  the  break 
and  tear  strength  of  ordinary  vinyl.  That 
makes  it  perfect  for  patio  furniture.  And 
bus  or  school  or  theatre  seats.  Anywhere 
heat  and  hard  wear  are  problems. 

Innovations  like  this  are  what  you 
can  expect  from  B.F.Goodrich. 

After  all,  we  invented  vinyl  in  the  first 
place,  and  make  more  of  it  than  anyone 
else  in  the  world. 


BE  Goodrich 


We've  cooled  it. 


Forbes 


Between  the  Idea  and  the  Reality. . . 

Says  Lester  Hogan:  Any  Harvard  Business  student  could  tell  you  what  needed  to  be  done 
at  Fairchild  Camera.  Carrying  it  out,  however,  is  a  pretty  hairy  job— as  Hogan  is  discovering. 


There  you  mt,  figuring  out  exactly 
what  you'd  do  if  you  were  running 
that  company,  and  then  your  time 
comes  and  it  isn't  as  easy  as  it  looked. 
We'll  let  C.  Lester  Hogan,  president 
of   Fairchild   Camera    £*    Instrument, 

describe  it  in  liis  own  words.   It's   the 

story  of  his  Hist  year  at  the  helm  ol 
his  troubled  company,  a  graphic  il- 
lustration of  a  fact  of  life:  that  know- 
ing how  to  turn  a  company  around  is 
one  thing  and  actually  doing  it  is 
quite  another. 

"Maybe  it  was  just  that  I  had  less 
courage  than  I  thought,  but  I'll  be 
frank  in  su>  ing  that  I'd  reached  a 
point  early  this  year  where  I  was  not 
sure  I  was  man  enough  to  do  the 
job.  I'd  been  putting  in  90-hour 
weeks  tor  five  months  and  I'd  spent 
tremendous  amounts  ol  money.  And 
here  it  was:  the  inventory  situation 
was  no  better  than  before;  we  still 
weren't  scheduling  our  lactones  prop- 
erly; we  were  still  running  around 
putting  out  fires  all  day  and  not  mov- 
ing toward   any  general  goal." 

It  wasn't  that  Hogan  didn't  know 
what  he  wanted  to  do.  A  lonni  i 
Harvard  physics  professor,  he  savs: 
"Any  bright  1m>v  from  Harvard  could 
have  solved  these  problems."  Hut. 
having  solved  them  in  his  mind.  Ho- 
*gan  had  to  go  through  a  period  which 
is  inevitable  in  any  major  human  en- 
deavor: when  the  money  and  effort 
aren't  yet  yielding  results.  "Put  your- 
self in  my  position:  you  work  90  hours 
a  week  and  only  two  or  three  of  them 
do  you  consider  well-spent  hours.  You 
keep  wanting  to  get  down  to  the 
business  of  building,  but  the  fires  just 
won't  go  out." 

By  spring  the  bad  news  was 
around.  Fairchild  was  in  the  red  for 
the  second  quarter.  In  spite  of  a 
1  ~  gain  in  sales  over  the  year  be- 
fore (to  $126  million)  for  the  first 
half,  a  S2.8-million  profit  had  turned 
into  a  loss  of  nearly  $300,000. 

The  inevitable  stories  started  mak- 
ing the  rounds:  Sherman  M.  Fairchild, 
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chairman  and  principal  stockholder, 
was  going  to  swing  the  ax  on  Hogan. 
The  rumors  turned  out  false:  Fair- 
child  is  not  so  naive  as  to  expect 
major  turnarounds  overnight. 

Now,  after  15  months  on  the  job, 
Hogan  is  breathing  easier.  He  is  still 
working  long  hours,  but  he  has  put 
out  most  of  the  fires.  He  is  convinced 
he  has  Fairchild  on  the  right  track. 
Last  month,  the  crucial  semiconduc- 
tor division  made  a  small  profit,  after 
16  months  in  the  red. 

In  Hogan's  short  time  on  the  job 
he  shook  the  compam  from  top  to 
bottom.  When  he  quit  as  head  of 
Motorola's  semiconductor  operations 
he  took  seven  key  people  with  him  to 
Fairchild,  resulting  in  a  still  unsettled 
law  suit  by  Motorola  against  Fairchild, 
Hogan  and  the  other  departing  execu- 
tives. Hut  that  was  only  a  starter. 
"You  know,  seven  people  in  an  organ- 
ization our  si/.e  is  nothing.  I've 
brought  in  ten  times  seven  people 
since  I've  been  there.  I  just  added  the 
last    guy   to   my  top   team   yesterday.' 

Prior  to  Hogan  being  brought  in, 
Fairchild  already  had  a  reputation  for 
research  second  to  none  in  the  semi- 
conductor business.  Nevertheless, 
Hogan  replaced  the  research  director 
with  James  M.  Early,  brought  in  from 
Hell   Laboratories. 

"First  you've  got  to  decide  which 
people  you  want  to  keep,  and  which 
people  you  want  to  go.  For  every 
guy  I've  hired  in  those  top  ten  guys 
who  report  directly  to  me,  I've  prob- 
ably talked  to  ten  others.  Each  guy 
probably  takes  four  hours  of  talking. 
There's  400  hours  right  there."  Of 
the  top  ten  executives  now  in  the 
company,  only  one  is  from  the  old 
Fairchild.  Nelson  Stone,  general  coun- 
sel. All  the  rest  came  from  the  outside. 

The  biggest  problems,  however. 
were  production  and  inventories,  and 
because  of  these  problems  Fairchild 
often  lost  out  to  the  competition  even 

C.  Lester  Hogan 


in  markets  that  it  had  pioneered. 
Hogan  claims  that  previous  manage- 
ment was  too  stingy  on  inventories, 
with  the  result  that  rush  orders  for 
good  customers  often  involved  exten- 
sive rush  work  and  heavy  added  ex- 
pense— or  loss  of  business.  "We  need- 
ed," says  Hogan,  "a  flywheel  to  ab- 
sorb all  the  demands  on  our  factory 
production.  The  only  flywheel  you 
have  is  inventory. 

"We  established  new  inventory 
goals,"  he  says.  "We  started  hiring 
girls  on  the  production  line,  and  just 
tried  to  bull  the  product  out.  We  used 
techniques  that  were  available  at 
Fairchild  all  the  time."  One  result  was 
the  big  sales  increase  Fairchild  has 
rolled  up  so  far  this  year,  its  first  sub- 
stantial gain  since  1965. 


The  next  step  was  more  produc- 
tion capacity.  "The  management  in 
the  past  had  failed  to  update  and 
improve  the  production  facilities. 
They  were  out  of  date.  They  weren't 
adequate  for  the  job.  They  were  dir- 
ty." Hogan  is  doubling  production  in 
Hong  Kong  and  starting  a  factory  in 
Singapore.  He  ordered  new  equip- 
ment for  factories  at  home.  "I  think 
there  was  only  one  choice,"  he  says. 
"We  had  to  go  full  speed  ahead." 

All  this  hiring  and  firing,  expand- 
ing and  contracting  (Hogan  also  sold 
off  four  Fairchild  product  lines,  a 
Mexican  subsidiary  and  interest  in  an 
Italian  firm)  took  a  heavy  toll,  not 
only  of  earnings  but  of  Hogan.  But 
now  he's  willing  to  say  flatly  that  the 
worst  is  over.  "There  are  no  buried 


skeletons,"  he  says,  "no  more  big  sur- 
prises. That  kind  of  nonsense  is  over." 
With  the  fires  mostly  out,  Hogan 
now  plans  to  get  on  with  what  he 
regards  as  his  main  job:  building  a 
bigger  and  better  company.  His  capi- 
tal budget  for  the  next  five  years  is 
$100  million.  Considering  that  the 
company's  total  property  account  was 
only  $84  million  at  the  end  of  last 
year,  this  is  a  big  ticket  indeed. 
"We're  going  to  gamble,"  he  says, 
"on  making  an  honest  shot  at  being 
No.  One  in  medium-  and  large- 
scale  integrated  circuits,  which  are 
the  next  big  market.  If  I  had  con- 
centrated on  the  profit  statement,  for- 
getting about  this  goal,  we  could 
have  avoided  the  red  ink  this  year. 
We  could  have  retrenched,  cut  down 


The  Great  Razor  Blade  War 


Gillette  is  about  to  face  strong  new  competition  in  Warner-Lambert 
The  men  behind  the  challenge  are  from— where  else?— Gillette. 


Donning  Tyrolian  hats  provided  by 
Luchow's,  New  York's  famous  Ger- 
man restaurant,  four  middle-aged  ex- 
ecutives reminisced  last  month  about 
their  old  alma  mater,  Gillette  Co.  The 
quartet  had  first  met  in  1955.  Then 
Patrick  J.  Frawley  Jr.,  now  chairman 
of  Eversharp,  and  Frank  Seyer  and 
Edward  Ettinger,  now  his  president 
and  financial  vice  president,  were  talk- 
ing about  the  selling  for  $15  million 
cash  of  Frawley's  Papermate  company 
to  Gillette.  The  other  man  at  the  table, 
Stuart  K.  Hensley,  who  left  the 
presidency  of  Gillette  in  1967  for  the 
presidency  of  Warner-Lambert,  was 
one  of  Gillette's  key  representatives 
in  the  purchase  of  Papermate. 

The  conversation  over  bratwurst 
and  bock  beer  was  no  mere  pleasant 
banter.  Hensley  and  Frawley  were 
negotiating  the  sale  of  Eversharp's 
Shick  wet  shave  business  to  Hensley 's 
Warner-Lambert.  For  Frawley  the 
conversation  was  important  because  it 
could  get  him  off  the  hook  with  the 
Justice  Department,  which  had  order- 
ed him  to  sell  either  Eversharp's 
Schick  Electric  or  the  Schick  wet- 
shave  business.  For  Hensley,  the  ne- 
gotiations were  preparation  for  battle. 
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The  sale  would  make  Warner-Lam- 
bert a  potent  competitor  in  the  razor 
blade  war,  with  Hensley 's  old  em- 
ployer, Gillette,  as  the  major  enemy. 
So  far  the  battle  of  the  blades,  for 


an  estimated  $165  million  market,  has 
two  major  competitors,  heavyweight 
Gillette  and  lightweight  Eversharp, 
with  Philip  Morris  and  Wilkinson  as 
poor  also-rans.  Gillette  (1968  sales 
$553  million)  looks  a  lot  sharper  than 
Eversharp  (1968  sales  $63  million). 
But  Frawley's  Eversharp  has  made 
some  significant  inroads  with  his  early 
introduction  of  Schick  stainless  blades 
and  the  recently  introduced  chromi- 
um-edge blades. 

Today  Frawley  claims  28.7%  of  the 
blade  market,  vs.  an  estimated  12% 
when  he  took  over  in  1957.  But  large- 
ly because  of  Gillette's  strong  counter- 
attack with  its  own  stainless-steel 
blades  and  the  Techmatic,  Eversharp's 
profit  margins  have  become  narrow 
and  erratic  in  the  last  two  years.  Earn- 
ings per  share  have  fallen  from  1964's 
$1.86  to  only  47  cents  last  year,  while 


Pat  Frawley,  (right)  Ed  Ettinger  (center),  and  Frank  Seyer  launched 
Papermate  and  almost  sold  it  to  Eversharp  until  Gillette  offered  $15  mil- 
lion   cash.    They   sold    to    Gillette,    but    later   joined    Eversharp    anyway. 


on  R&D.  not  invested,  but  we  would 
have  lost  our  big  chance. 

In  the  past,  Fairehild's  most  glar- 
ing weakness  has  been  that,  after 
pioneering  new  developments  in  its 
excellent  research  labs,  it  has  lost  the 
mass  markets  to  more  efficient  produ- 
cers like  Motorola  or  Texas  Instru- 
ments. "When  the  big  orders  came. 
Says  Hogan.  "TI  and  Motorola 
bombed  the  price."  Most  of  the  $1U0 
million  that  Hogan  will  spend  in  the 
next  five  years  will  be  to  make  sure 
that  Fairchild  has  more  competitive 
plants  to  take  advantage  of  the  re- 
search  beachheads. 

Looking  ahead.  Hogan  plans  to 
realize  the  potential  that  makes  sonic 
investors  think  Fairchild  is  worth  $83 
a   share   even    when    its    in    the   red. 


How?  By  producing  components  of 
Faster  and  larger  memory  systems  tor 
computers  than  are  used  now.  That 
market,  less  than  $1  million  today, 
could  reach  $500  million  in  five  years, 
in  view  of  the  ever-growing  use  of 
such  devices  in  computers  of  all  sizes. 

If  all  the  plans  work  out,  Hogan 
says  flatly  that  within  three  years 
Fairehild's  over-all  profitability  will 
exceed  that  of  his  former  employer, 
Motorola.  That's  a  pretty  big  promise. 
Last  year  Motorola  earned  about  14% 
on  stockholders'  equity.  To  surpass 
that  Fairchild  would  have  to  earn 
about  $3  a  share,  as  against  the  less 
than  $1  a  share  that  Fairchild  has 
averaged  over  the  past  five  years. 

Forbes  put  one  last  question  to 
Hogan:  Was  all  that  hiring  and  firing 


really  necessary  in  order  to  achieve 
these  hoped-for  results?  The  question 
didn't  bother  Hogan  and  he  answered 
it  willingly  thus: 

"You've  got  to  form  a  corporation 
in  your  own  image  if  it's  going  to  be 
your  corporation.  Sure,  there  were 
good  people  there.  But  that's  not 
enough.  You've  got  to  find  those  you 
think  are  the  best  people  in  the  world. 
And  they  have  to  be  people  with 
whom  you  have  rapport.  You  have  to 
feel  very  comfortable  about  them  in 
order  to  give  them  the  freedom  of  ac- 
tion they  need  to  do  the  job." 

Sherman  Fairchild  gave  Hogan  the 
freedom  to  do  just  that,  to  remake 
Fairchild  in  his,  Hogan's,  image.  If 
the  results  aren't  forthcoming,  there's 
no  doubt  who'll  be  at  fault.  ■ 


the  common  dividend  has  been  elim- 
inated. 

"Gillette  has  three  times  our  ad- 
vertising budget,"  sa\s  Frawley.  "We 

have  to  make  our  dimes  work  like 
dollars.  But  with  a  Warner-Lambert 
behind  Schick,  we  can  sec  a  doubling 
ot  Schick  net  almost  immediately.  The 
quantity  discount  on  advertising  alone 
is  between  15V  and  2055,  and  Cillette 
has  been  able  to  buy  their  advertising 
cheaper  than  we  have,  but  as  part  ol 
Warner-Lambert,  Schick  can  buy  ad- 
vertising at  the  same  price  that  Cillete 
pays." 

Joining  Warnci -Lambert  will  also 
put  a  well-oiled  marketing  depart- 
ment behind  Schick  lor  the  first  time. 
Ironically,  those  wielding  the  oil  cans 
will  be  mainly  Gillette  graduates. 
When  Hensley  left  Gillette  for  the 
old  Listerine  maker  (1968  sales,  S71S 
million),  he  brought  a  string  ot 
friends  along  with  him,  including  S. 
Warner  Pach,  the  former  head  of  the 
Gillette  safety  razor  division.  To  com- 
bine W-L's  marketing-oriented  ap- 
proach with  Gillette's  high-powered 
flair  for  new  products,  he  made  the 
former  president  of  Gillette's  Toni 
the  head  of  W-L's  consumer  group. 
W-L's  top  sales  and  research  vice 
presidents  also  came  from  Toni. 

But  to  really  compete  with  Gillette, 
Hensley  needed  a  razor  blade.  W-L 
had  been  considering  entering  the 
blade  market  for  years  and  had  long 
experimented  with  a  band  razor.  But 
the  chance  to  pick  up  Eversharp's 
Schick  business  made  the  impossible 
dream  very  possible  indeed.  How 
Hensley  got  this  chance  is  just  an- 
other case  which  suggests  how  often 
corporate  history  hangs  more  on  per- 
sonalities than  on  careful  planning. 


Nicotine   Scare 


^ 


f. 


In  spite  of  the  great  advantages  of 


joining  a  bigger  company,  Frawley's 
sense  of  wanting  his  own  thing  had 
stopped  him  from  merging  when  his 
stock  sold  as  high  as  $41  a  share  in 
1963.  He  had  talked  with  Colgate 
but  never  came  to  terms.  But  when 
his  stock  dropped  to  $13  last  year, 
he  learned  that  it  was  being  accumu- 
lated by  Lorillard  Corp.  He  hit  the 
roof.  A  man  who  never  does  things 
half  way,  Pat  Frawley's  two  great 
hates  are  his  past  addictions  to  to- 
bacco and  alcohol.  Immediately,  he 
began  looking  for  a  merger  partner. 
After  futile  talks  with  Scott  Paper 
and  Bristol-Myers,  he  also  called 
Stuart  Hensley.  "I  tried  to  stop  smok- 
ing 400  times  before  I  succeeded," 
he  was  waving  his  arms  in  anger. 
"I  sure  didn't  want  to  get  bought  by 
a  cigarette  company." 

Frawley's  second  addiction,  alcohol, 
was  partly  responsible  for  the  fact 
that  Evershaip's  wet  shave  business 
is   worth   buying   today.    He   frankly 
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admits  that  alter  Cillette  bought  his 
Papermate  company  he  developed  a 
drinking  problem,  complicating  his 
consulting   relationship   with   Gillette. 

Feeling  ignored,  Frawley  bought 
control  of  Eversharp.  Then  he  took 
back  some  of  his  old  Papermate  team 
headed  by  his  two  friends,  Frank 
Seyer  and  Ed  Ettinger.  But  they 
came  back  better  men  than  they 
went.  With  them  came  scores  of 
other  executives  who  were  pure  Cil- 
lette products. 

As  Eversharp  Financial  Vice  Presi- 
dent Ettinger  says,  working  for  Gil- 
lette didn't  hurt  any  of  them  at  all. 
"I  learned  more  in  three  years  there," 
he  says,  "than  I  could  have  learned 
in  six  years  of  schooling.  I  stayed  in 
Chicago,  just  so  I  could  work  for 
Cillette."  "I  think  we  knew  some 
things  before  we  got  there,"  Frawley 
adds,  "but  there's  no  doubt  that  in 
being  associated  with  Gillette,  we 
picked  up  the  fine  points." 

Thus  Hensley  in  getting  Evershaip's 
shaving  business  is  getting  more  than 
a  market  base  in  a  new  field.  He's 
getting  another  big  batch  of  ex-Gil- 
lette alumni  to  go  with  his  own  col- 
lection. He  will  be  in  a  unique  posi- 
tion for  a  challenger.  He  knows  the 
champion's  strengths  and  weaknesses 
intimately.  So  does  the  rest  of  his 
team. 

Meanwhile,  back  in  Boston  at 
world  shaving  headquarters  in  Gil- 
lette Park,  Chairman  Vincent  C. 
Ziegler  must  ponder  the  fact  that 
some  strangely  familiar  faces  from  the 
Gillette  yearbook  have  suddenly  turn- 
ed up  on  the  other  team.  And  he 
knows  it's  an  impatient  team.  After 
all,  if  Warner-Lambert  President 
Stuart  Hensley  had  been  willing  to 
play  the  waiting  game,  he  could  have 
waited  a  few  more  years  and  in- 
herited Ziegler 's  job  himself.  ■ 
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Joe  Segel's  Private  Mint 

Franklin  Mint's  Joseph  Segel  doesn't  collect  things,  but 
because  others  do  he  has  become  a  multimillionaire. 


The  quickest  way  to  make  a  million 
bucks  is  to  discover  something  habit- 
forming  but  legal:  like  cigarettes,  say, 
or  booze.  Ask  38-year-old  Joseph  M. 
Segel.  He  actually  did  it. 

For  15  years  Segel  was  an  obscure 
marketing  man  searching  for  his  pot 
of  gold.  In  1964  he  found  it.  Segel 
heard  of  collectors  snapping  up  the 
last  silver  dollars  minted  by  the  U.S. 
He  got  the  idea  of  manufacturing 
his  own  coins.  Since  then  Segel's 
Philadelphia-based  Franklin  Mint  has 
minted  over  18  million  shiny  "coins," 
which  it  has  sold  to  some  300,000 
collectors  at  prices  ranging  from  $1.50 
(bronze)  to  $950  (platinum). per  coin. 
This  year  the  four-year-old  Franklin 
Mint  will  probably  have  sales  of  at 
least  $28  million.  Segel's  original 
investment  was  $12,000.  He  now  owns 
$8  million  in  Franklin  Mint  stock. 

About  $5  million  of  Franklin  Mint's 
sales  come  from  supplying  coins  for 
Shell  and  Sunoco  gas  station  games. 
But  the  big  money  is  coming  from 
selling  "coins"  to  collectors,  and  a  nice 
business  it  is.  Franklin  is,  for  example, 
taking  $2.00  worth  of  silver,  adding 
maybe  $2.50  worth  of  work  to  it  and 
selling  it  for  $9.50.  What  Franklin 
is  charging  for,  in  addition  to  the 
workmanship  and  the  metal,  is  the 
scarcity.  And  the  scarcity  is  something 
that  the  company  itself  manufactures. 

Some  coins  are  specially  minted  for 
independent  organizations,  such  as 
United  Air  Lines,  the  Kentucky  His- 


torical Society  and  Father  Flanagan's 
Boy's  Home.  Others  are  sold  through 
groups  that  Segel  helped  form,  such  as 
the  Societe  Commemorative  de  Fem- 
mes  Celebres,  the  Britannia  Com- 
memorative Society  and  the  Catholic 
Commemorative  Medal  Society.  The 
1,380  members  of  the  American  Negro 
Commemorative  Society  receive  a 
sterling  silver  coin  each  month  com- 
memorating Negroes  like  Martin 
Luther  King  Jr.  and  Matthew  Alexan- 
der Henson  (who  reached  the  North 
Pole  with  Admiral  Robert  E.  Peary  in 
1909). 

But  Segel's  pot  of  gold  comes  from 
the  87,000  individual  collectors  who 
sign  up  for  one  or  more  of  Franklin 
Mint's  four  monthly  series.  Among 
them:  a  60-coin  biblical  series;  a  35- 
coin  U.S.  presidential  series.  The  hot- 
test seller  is  a  200-coin  U.S.  history 
series.  Subscribers  get  two  coins  a 
month  for  100  months.  Last  month 
they  received  the  35th  and  36th  coins 
depicting  the  first  county  fair  (1810) 
and  the  Battle  of  Tippecanoe  (1811). 
They  have  82  months  to  go  until  1976 
to  complete  their  sets.  One  subscriber 
is  paying  $1,900  per  month  for  the 
platinum  versions.  Another  10,000  are 
buying  sterling  silver  versions  at  $19 
per  month,  24,300  are  buying  the 
bronze  at  $6  per  month.  That's  a 
total  of  $27  million  dollars  coming  in 
over  the  next  seven  years,  a  virtual 
annuity.  Pretty  stiff?  "Collecting  mo- 
tivates people  to  spend  more  money 


than    they    would    otherwise,"    com- 
ments Segel. 

From  the  start,  Segel  knew  he  had 
a  good  thing,  but  he  didn't  realize 
how  good.  He  still  seems  astounded 
by  his  discovery  of  the  collecting  bug.. 
Everyone,  says  Segel,  seems  to  have 
a  "latent  collector's  instinct."  Coins 
in  particular  attract  people.  "There 
is  .  something  magic  about  a  coin. 
Even  an  aluminum  coin  with  no  mon- 
.etary  value  will  not  be  thrown  away." 

Numismatic  Psychology 

Segel  exploits  this  psychology  to 
the  fullest.  He  has  found: 

•  Most  people  have  "latent  patrio- 
tism." Thus,  Franklin  Mint  issues 
coins  about  historical  events  (The 
Battle  of  the  Alamo),  people  (Paul 
Revere ) ,  or  current  achievements  ( the 
moon  landing)  that  stir  pride.  (There 
are,  needless  to  say,  no  coins  celebrat- 
ing the  Bay  of  Pigs  or  Vietnam.) 

•  People  will  spend  an  extraor- 
dinary amount  of  money  to  complete 
a  set,  once  they  start  collecting.  "Col- 
lecting Franklin  Mint  specimens  is 
like  eating  peanuts." 

•  "People  want  things  that  are 
in  limited  supply."  Thus  Franklin 
Mint's  coins  are  all  so-called  limited 
editions:  Segel  accepts  only  as  many 
orders  as  he  can  get  by  a  specified 
date.  Latecomers,  Segel  hopes,  will 
try  to  bid  up  the  price  of  already- 
issued  coins  and  create  a  trading 
aftermarket — and  an  aura  of  excite- 
ment for  future  issues. 

Most  of  Segel's  collectors  have 
never  collected  genuine  coins.  They 
are  mainly  high-school  age  or  "re- 
tired people  who  have  nothing  better 
to  do  with  their  time  than  to  collect 


A  Soma  Drug.  "In  a  world  where  we  are  getting 
squashed  into  an  amorphous  mass  of  anonymous  in- 
dividuals, collecting  has  become  a  weapon  against 
anonymity,"  says   motivational   researcher   Alex   Goch- 


feld,  head  of  New  York-based  Alex  Gochfeld  Associ- 
ates. "People  want  to  be  different.  Usually  you  are 
always  envying  the  person  who  seems  to  know  every- 
thing  about  something   like   the  stock  market— or   cars. 
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Franklin  Mint's  Joseph  M.  Segel 


and  fondle  our  coins.  Why  do  peo- 
ple collect  at  all?  "I  have  opinions 
but  I  don't  want  to  be  quoted  on 
them."  replies  Segel. 

jel  lias  plenty  of  critics.  Numis- 
matic purists  point  out  that  since 
Franklin  Mints  'coins  aren't  legal 
tender,  they  aren't  really  coins  at  all. 
but  medals.  The  U.S.  Mint  has 
grumbled  about  Segel  calling  his 
compans  a  "mint. "  Henry  Grunthal,  a 
curator  ol  the  American  Numismatic 
Society  sa\s:  "From  an  artistic  point 
ot  view,  onl\  very  few  of  those  medals 
deserve  recognition.  I  wouldn't  spend 
a  nickel  on  that  stuff." 

but  Segel  is  too  busy  minting 
money  to  worry  about  his  critics.  He 
has  high  hopes  for  expanding  into 
Europe;  in  fact,  he  has  already  bought 
a  plant  in  Great  Britain.  This  winter 
he  will  produce  his  first  genuine  coins: 
a    ten-coin    set    tor    the    Republic    of 


Tunisia  and  a  5-balboa  coin  for 
Panama  which  will  be  sold  to  U.S. 
collectors  at  New  York's  First  Na- 
tional City  Bank.  Eventually  Segel 
would  like  to  set  up  mints  for  the 
scores  of  countries  that  don't  have 
their  own.  "If  a  nation  can  have  its 
own  airline,  it  should  have  its  own 
mint.  It  may  not  need  either.  But  for 
prestige  purposes,  it  should  have  both." 

Copycats 

Won't  such  an  attractive  business 
attract  competition?  It  already  has. 
During  the  period  of  the  moon  land- 
ing says  Segel,  "it  looked  as  though 
there  was  a  new  mint  each  day."  But 
for  now  the  only  competitor  that 
worries  Segel  is  the  privately  owned 
Danbury  Mint,  run  by  Ralph  Glen- 
dinning,  an  experienced  marketing 
promoter.  Why?  "Their  promotion 
was    good,"   says    Segel.    "It   was   al- 


most blatant  copying  of  ours."  But 
Danbury  Mint  has  a  problem.  It 
doesn't  yet  own  a  mint.  All  in  all, 
Franklin  almost  certainly  has  a  big 
jump  on  any  future  competition. 

Next  year  Segel  will  move  into 
a  new  plant  and  begin  promoting  one 
new  series  each  month.  One  will 
be  a  60-eoin  Michelangelo  series 
timed  to  end  in  1974,  the  500th  an- 
niversary of  Michelangelo's  birth.  "The 
legacy  of  past  civilizations  is  disclosed 
primarily  through  their  artistic  accom- 
plishments," says  a  Segel  promotional 
film.  "The  history  of  our  civilization 
may  be  recorded  through  metallic  art 
minted  by  the  Franklin  Mint." 

A  promotion  man  to  the  core,  Segel 
even  put  his  talents  to  work  in  mar- 
keting Franklin's  first  stock  issue.  He 
placed  ads  in  coin  magazines  and 
wrote  numismatists,  offering  them 
stock.  He  sold  53,040  shares  at  the 
equivalent  of  $1.51  a  share  on  the 
present  stock.  That  put  him  in  busi- 
ness; further  capital  was  raised 
through  a  public  offering.  The  original 
stockholders  have  done  very  well 
collecting  Franklin  stock.  With  the 
stock  now  at  $38,  every  original 
investment  of  $100  is  now  worth 
about  $2,443.  To  be  sure,  the  present 
price  is  pretty  stiff  by  ordinary  stan- 
dards: 30  times  this  year's  expected 
earnings  of  $1.20  to  $1.30  a  share; 
about  ten  times  book  value.  And 
Segel  is  deferring  some  of  his  pro- 
motional and  raw  materials  costs 
instead  of  expensing  them. 

Segel's  wife  collects  Franklin  Mint 
coins.  Does  Segel  collect  genuine 
coins?  "Oh,  no.  I  don't  collect  any 
of  that  stuff."  He's  too  busy  collecting 
paper  money.  ■ 


"^ 


Collecting  gives  you  a  chance  fo  become  an  expert.  If 
people  pay  attention  to  your  collection,  they  are  paying 
attention  to  you." 

With  increasing  wealth  and  leisure  Gochfeld  expects 


the  collecting  boom  to  continue.  Says  he:  "People  who 
have  thrown  away  a  couple  of  hundred  Nick  Carter  or 
Horatio  Alger  books  get  very  upiight  when  they  read 
they  are  now  selling  for  $70  or  $15  each.  Or  when 
they  see  a  Sears,  Roebuck  catalogue  that  really  be- 
longs in  an  outhouse  reprinted  and  selling  for  $15. 
Just  as  the  stock  market  has  become  the  'open  sesame' 
for  millions  of  Americans,  some  now  think  collecting 
will  make  them  rich." 

Collectors  aren't  limited  to  any  single  personality 
type,  says  Gochfeld.  But  people  whose  jobs  are  par- 
ticularly rigid,  such  as  many  engineers  and  doctors, 
may  be  the  most  likely  to  collect.  "The  average  phy- 
sician may  spend  80%  of  his  time  treating  routine 
sprains  and  colds,"  says  Gochfeld.  "When  he  starts  a 
collection  he  becomes  his  own  master." 

Gochfeld,  a  stamp  collector,  welcomes  the  growth  of 
collecting.  "Computers  are  de-masculinizing  the  human 
race,"  says  Gochfeld.  "Man  feels  something  less  than 
a  man  when  he  compares  himself  with  this  marvelous 
machine.  Collecting  becomes  an  interesting  form  of 
escape.  Something  like  the  soma  drug  of  1984." 

Why  are  the  people  in  this  picture  standing  in  line? 
To  buy  a  Franklin  Mint  coin  commemorating  the  1968 
opening  of  the  Delaware  Memorial  Bridge. 


29 


Is  It  Endsville  for  the  Railroads? 


The  situation  is  bad.  With  showdown  strikes  looming,  it  may  soon 
become  desperate.  And  yet,  oh  how  different  things  could  be! 


Only  a  few  years  ago,  the  huge  but 
long-ailing  U.S.  railroad  industry 
seemed  to  be  on  the  way  toward 
solutions  to  the  problems  that  had 
plagued  it  for  nearly  a  half  century. 
Mergers  afforded  a  means  of  elimin- 
ating the  excess  capacity  created  by 
the  emergence  of  truck  competition. 
A  new  rate-making  strategy,  based  on 
cost  rather  than  value  of  service, 
promised  to  permit  the  industry  a 
more  competitive  stance.  And  piggy- 
back combined  the  flexibility  and 
service  of  trucking  with  the  speed 
and  low  cost  of  railroads.  During 
most  of  the  Sixties,  the  prescription 
seemed    to    have    worked.    Between 

1961  and  1966,  the  long-term  decline 
in  the  industry's  competitive  position 
was  arrested.  Earnings  soared  137%  on 
a  16%  gain  in  revenues.  A  new  genera- 
tion of  management — the  best  in 
modern  history — was  at  the  throttle. 

Now,  in  little  more  than  two  years, 
everything  has  changed.  Hope  has 
given  way  if  not  to  gloom  at  least 
to  pessimism.  After  outperforming  the 
industrials    by    a    large    margin    from 

1962  to  1968,  railroad  stocks  have 
fallen  out  oi  bed  since  late  last  year; 
despite  strength  in  individual  roads 
like  the  Union  Pacific,  the  Dow-Jones 
railroad  stock  iverage  is  down  28%, 
almost  twice  as  much  as  the  Dow- 
Jones  industrials 

The  current  strike  threat  is  not  the 
worst  of  it.  For  the  first  lime  in  nearly 
a  decade,  you  hear  talk,  both  inside 
and  outside  the  industry,  that  the  U.S. 
railroads  may  have  to  be  nationalized. 
"I  give  them  five  years,"  one  prom- 
inent rail  analyst  commented  a  few 
weeks  ago.  Tins  maj  seem  a  distant 
threat,  but  a  government  takeover 
is  already  under  way  in  the  commuter 
service  in  the  East. 

The  staggering  millions  in  op- 
erating losses  the  newly  merged  Perm 
Central  piled  up  last  year  is  an  ex- 
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treme  symptom  of  what  is  wrong.  In 
another  sense  the  Penn  Central  only 
represents  the  industry's  general  prob- 
lems carried  to  the  edge  of  catas- 
trophe. For  the  fact  is — and  nobody 
in  the  industry  really  disputes  this — 


This  Go/den  Spike  marked 
the  100th  anniversary  last 
May  of  the  first  transconti- 
nental rail  line,  but  in  1969 
this  was  about  all  the  indus- 
try   did    have    to    celebrate. 


over  the  past  three  years  the  railroads' 
position  has  deteriorated  alarmingly. 

The  immediate  problem  is  the 
sharp  increase  in  the  industry's  labor 
costs,  an  increase  which  the  railroads 
are  particularly  ill-equipped  to  with- 
stand. For  one  thing,  few  industries 
have  so  high  a  wage  ratio:  52%  of 
total  revenues.  With  $10.8  billion  in 
revenues,  the  railroads  employ  nearly 
600,000  workers.  By  contrast,  the  com- 
mon carrier  truckers  with  $12.4  billion 
in  revenues,  get  by  on  only  500,000; 
the  airlines  with  $7.8  billion,  on  only 
300,000.  Then  too,  few  industries 
have  such  thin  profit  margins — 5.5% 
last  year — out  of  which  to  absorb 
higher  labor  costs.  Because  only  a 
fraction  of  the  industry  pays  income 
taxes,  the  cushion  is  even  slimmer 
than  it  looks. 

With  wages  rising,  the  railroads 
have  persuaded  the  Interstate  Com- 
merce Commission  to  grant  them  two 
freight  rate  boosts  over  the  past  two 
years  designed  to  yield  better  than 
$870  million  annually.  To  date,  the 
increased  revenues  have  all  ended  up 
in  labor's  pockets.  In  spite  of  con- 
tinued reductions  in  the  total  railroad 
labor  force,  wage  costs  rose  $278  mil- 
lion between  1966  and  1968,  while 
revenues,  even  aided  by  rate  in- 
creases,  were   up   only   $200  million. 

The  squeeze  might  have  been  less 
intense  but  for  labor's  stubborn  re- 
fusal to  permit  management  to  realize 
the  savings  that  technology  and 
mergers  make  possible.  The  construc- 
tion industry,  for  example,  must  also 
deal  with  featherbedding  and  with 
rising  costs,  but  there  is  a  difference. 
In  construction,  management  simply 
passes  its  higher  costs  on  to  the  pub- 
lic. In  railroading  this  cannot  be  done, 
partly  because  of  government  rate 
regulations,  partly  because  of  competi- 
tion— from  trucks  and  airlines — that 
is  in  part  government  subsidized. 
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"The  way  costs  are  rising,"  says  the 
Rock  Island's  Jems  Langdon.  "we 
could  justify  freight  increases  of  10% 
to  15%.  but  we'll  probably  go  for 
under  10%."  Well  under  in  fact:  5% 
seems  most  probable  currently,  and 
that  might  eventually  yield  as  much 
v500   million. 

At  the  same  time  the  industry's  pas- 
senger losses  were  soaring.  From  $31 
million  in  1966,  the  industry's  passen- 
ger operating  deficit  alone  rose  to 
•SI 70  million  in  1968,  and  should 
move  even  higher  this  year.  This  too 
was  beyond  management's  control,  be- 
cause passenger  trains  cannot  be 
dropped  without  ICC  permission. 

For  the  industry  at  large,  the  result 
was  inevitable:  Earnings  fell  from 
•$904  million  in  1966,  second  highest 
in  postwar  history,  to  $593  million  in 
lecline.  The  prospect  is 
for  maybe  $550  million  in  1969,  even 
less   in   1970   and    1971. 

\s  Southern's  astute  new  president. 
\\  Graham  Claytor  Jr.,  observes,  "In- 
flation just  knocks  hell  out  of  the  rail- 
road industry.  Ever)  body  else's  prices 
go  up  when  their  costs  go  up.  But 
ours  lag  because  they  can't  be  raised 
freely  without  the  approval  of  the 
l(  (  "  Last  year's  '->',  rate  increase — 
effected  in  two  stages — took  eight 
months  to  accomplish,  and  even  that 
was  something  ol  a  record  for  ex- 
peditious handling. 

Hut  inflation  was  only  part  ot  it. 

The  merger  movement,  on  which 
the  railroads  had  relied  to  contract 
their  excess  plant,  was  in  trouble. 
After  11  years  the  Burlington  North- 
ern merger  (Forbes,  Fact  i?  Com- 
nu nt,  June  15,  1968)  was  still  tied  up 
in  the  courts.  The  North  Western-Mil- 
waukee merger  had  been  so  long  de- 
layed it  was  threatening  to  tall  apart. 
The  seven-year-old  Rock  Island  case 
was  still  before  the  Interstate  Com- 
merce Commission.  Those  mergers 
that  had  been  accomplished — the 
Penn  Central  most  obviously,  but  the 
Seaboard  Coast  Line  and  even  the 
Norfolk  &  Western  mergers — had  fal- 
len far  short  of  producing  the  econ- 
omies and  service  improvements  that 
were  forecast.  Some  of  it  was  the  re- 
sult of  poor  planning.  Some,  because 
management's  hands  were  tied. 

At  the  same  time,  railroad  piggy- 
backing— after  producing  the  most 
dynamic  traffic  growth  the  industry- 
had  experienced  in  decades — had  un- 
expectedly gone  slack,  and  nobody 
knew  why.  Traffic  in  the  first  nine 
months  was  up  only  1.3%  in  a  service 
that  had  been  growing  12%  to  15%  an- 
nually during  most  of  the  Sixties.  Some 
executives  suggest  that  the  eastern 
railroads  had  choked  off  its  growth 
because  they  hadn't  been  able  to 
come  up  with  the  money  to  expand 


their  piggyback  terminal  facilities. 

To  add  to  the  troubles,  Congress 
put  an  end  to  the  investment  credit 
which  had  provided  the  industry  with 
$360  million  in  tax-free  seed  money 
over  the  past  seven  years.  For  those 
railroads  that  do  not  pay  taxes,  this 
credit  had  been  a  source  of  funds 
needed  to  modernize  and  improve 
their  fixed  plant  and  equipment. 

Most  alarming  of  all,  at  a  time 
when  the  transportation  market  as  a 
whole  continued  to  expand  briskly, 
the  industry's  market  position  once 
again  began  to  decline — from  around 
43%  between  1961  and  1966  to  40.8% 
in  1968,  perhaps  under  40%  this  year. 
Much  of  this  decline  reflects  an  in- 
crease in  oil  pipeline  traffic  which  the 
railroads  have  long  since  ceased  to 
compete  for.  But  not  all.  During  the 
same  period,  both  the  trucks  and 
barges  continued  to  expand  their  mar- 
ket share. 

And  on  the  horizon,  a  cloud  no 
bigger  than  a  man's  hand:  the  big 
cargo  jet,  a  technological  advance  that 
could  disrupt  the  U.S.  transportation 
market  as  thoroughly  as  the  highway 
truck  did  40  years  ago  (sec  box,  p.  40). 

Little  wonder  that  the  new  genera- 
tion of  railroad  management  is  be- 
ginning to  sound  discouraged.  "On 
the  basis  of  all  the  arithmetic,"  says 
Rock  Island's  extremely  able  president, 
Jervis  Langdon,  "we're  coming  into 
what  appears  to  be  a  very  tight  situa- 
tion." And  even  Santa  Fe  President 
John  Reed,  one  of  the  industry's 
brightest  new  managers,  who  con- 
siders Langdon  a  prophet  of  gloom 
and  doom,  does  not  really  disagree. 
"The  industry's  in  trouble,"  he  says, 
"no  bones  about   it." 

Double  Trouble 

To  those  who  think  that  good  man- 
agement can  cure  anything,  the  cur- 
rent railroad  situation  ought  to  give 
pause:  There  is  little  that  manage- 
ments can  do.  The  fate  of  the  railroads 
lies  in  the  hands  of  government,  labor, 
the  courts. 

"Everything  comes  down  to  the  fact 
that  railroad  earnings  are  so  meager," 
says  Stuart  T.  Saunders,  chair- 
man of  the  troubled  Penn  Central. 
Jervis  Langdon  agrees:  "As  things  are 
now,  the  industry  is  simply  incapable 
of  developing  the  earning  power  it 
needs  to  operate  as  it  should."  It's  a 
vicious  circle:  Without  a  better  labor 
and  regulatory  atmosphere,  the  rail- 
roads cannot  produce  decent  earnings. 
Without  earnings,  the  railroads  can- 
not equip  themselves  properly;  with- 
out satisfactory  service  they  cannot 
attract  the  extra  traffic  they  need  to 
make  money. 

This  year,  though  the  industry's 
work    force    will    shrink    maybe    2%, 


labor  costs  will  probably  rise  6% 
and  more,  and  this  is  just  the  begin- 
ning. All  the  industry's  labor  con- 
tracts expire  by  the  end  of  the 
year.  Considering  that  Pan  Am  has 
agreed  to  increase  clerical  wages  12.5% 
annually  over  the  next  three  years, 
a  staggering  37.5%  over  the  full  period, 
nobody  expects  railway  labor's  de- 
mands to  be  modest.  The  shopcraft 
unions  are  asking  for  10%,  the  clerks 
12%,   and   the   United  Transportation 


Albatross.  Having  failed  twice 
before,  Western  Pacific  is  again 
trying  to  rid  itself  of  the  Califor- 
nia Zephyr  and  its  mounting  loss- 
es. Politicians  talk  about  subsi- 
dizing   it,    but   so    far    only   talk. 


Union  15%.  To  some  extent  the  indus- 
try can  offset  these  increases  with 
higher  rates,  but  rate  proceedings  take 
time.  Little  wonder  the  railroads 
threatened  to  shut  down  completely 
early  this  month  if  the  unions  began 
selectively  striking  individual  rail- 
roads. 

The  labor  situation  would  be  bad 
enough  if  all  the  industry  had  to  con- 
tend with  was  rising  wages.  But  it 
isn't.  The  antifeatherbedding  awards 
of  the  mid-Sixties  have  been  largely 
undone,  and  the  industry  is  now 
faced  with  the  prospect  of  having 
to  rehire  20,000  trainmen  and  18,000 
firemen.  This  alone  could  add  $380 
million  to  the  industry's  annual  wage 
bill.  "If  we  had  to  take  them  all  back," 
says  the  railroads'  chief  labor  negotia- 
tor John  Hiltz,  "we  might  as  well  go 
out  of  business."  But  the  industry  will 
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Terminal  Problems.  Why  are  the  eastern  railroads  so  hard  put  to  make 
any  money?  The  high  cost  of  moving  freight  through  terminals,  for  one 
thing.  And  New  York  is  one  of  the  worst  examples.  It's  costly  enough 
switching  freight  from  one  railroad  line  to  another  under  normal  cir- 
cumstances, but  when  you  have  to  barge  it  across  New  York  harbor 
as   the  Penn    Central   does,   your   operating    costs   go   through   the   roof. 


no  doubt  take  some  of  them  back. 
Adding  that  cost  to  perhaps  an  8% 
to  10/?  increase  in  wages  in  each  of 
the  next  three  years,  the  railroads  face 
something  like  $2  billion  in  higher 
wages  and  other  costs,  as  against  a 
net  income  of  under  $600  million  last 
year. 

Even  assuming  a  modest  annual 
increase  in  traffic,  2%  or  so  over  the 
next  three  years — this  means  the  rail- 
roads will  have  to  increase  freight 
rates  over  the  next  three  years  by 
something  like  $1.4  billion  or  14%, 
just  to  stay  oxen  with  wages.  That's 
just  to  stay  even.  To  improve  profits 
under  those  conditions  would  require 
rate  increases  that  would  be  difficult 
to  contemplate.  And  even  staying 
is  illy:  II  the  Administration's  anti- 
inflation  measures  should  digger  a 
modest  recession  and  the  railroads 
lose  rather  than  gain  traffic,  railroad 
net  profits  could  be  entirely  wiped 
out — even  with  substantial  freight 
rate  increases.  In  that  case,  some  of 
the  weaker  roads  could  be  pushed 
once  more  to  the  edge  of  bankruptcy. 

In  passenger  service,  an  already 
dismal  situation  has  been  rendered 
hopeless  by  the  diversion  of  mail, 
traditionally     carried     on     passenger 


trains,  to  other  modes  of  transport.  Be- 
tween 1966  and  1968,  railroad  mail 
revenues  fell  by  more  than  a  third 
(from  $303  million  to  $195  million), 
while  the  railroad's  passenger  deficit 
soared  (from  $399.6  million  to  $486 
million).  Most  vulnerable  were  those 
railroads  least  able  to  afford  it,  the  big 
passenger  roads  in  the  East  and  Penn 
Central  especially,  with  35%  of  the 
passenger  business. 

For  instance:  The  Erie  Lacka- 
wanna, according  to  Chairman  John 
P.  Fishwick,  loses  between  $1.25  mil- 
lion and  $1.5  million  annually  on  the 
two  trains  it  runs  between  New  York 
and  Chicago.  "On  earnings  that  run 
between  $4  million  and  $8  million  in 
pretty  good  years,"  says  he,  "this 
is  a  hell  of  a  burden."  It  is  an  even 
greater  burden  to  Penn  Central. 

It  may  be  possible  to  operate 
medium-distance  passenger  service 
like  the  Penn  Central's  Metroliner  in 
population  corridors,  and  commuter 
service  is  so  vital  as  to  justify  subsidy. 
Hut  otherwise  nobody  has  any  hope  of 
making  mone)  on  intercity  service, 
and  so  in  the  last  two  years  in  particu- 
lar, the  railroads  have  been  abandon- 
ing their  intercit)  trains  as  last  as  the 
ICC  would  let  them.  There  are  only 


about  480  such  trains  left,  vs.  580 
only  15  months  ago,  and  at  least  50 
more  are  slated  to  be  abandoned.  But 
costs  are  rising  more  rapidly  than 
abandonments,  and  the  1969  loss  is 
likely  to  top  even  last  year's  record. 

Meanwhile,  the  climate  both  in 
Congress  and  at  the  ICC  has  changed, 
and  future  abandonments  are  likely 
to  prove  far  more  difficult.  Somewhat 
belatedly,  Congress  has  realized  that 
there  is  considerable  political  mileage 
to  "be  gained  out  of  defending  inter- 
city passenger  train  service.  Simulta- 
neously, the  ICC  has  taken  a  much 
harder  line  in  train-off  cases,  refusing 
to  permit  the  famous  California 
Zephyr  to  be  abandoned,  for  instance, 
despite  undisputed  losses  of  $4  mil- 
lion annually.  More  recently  the  ICC 
asked  Congress  for  authority  to  delay 
abandonments  for  two  years  and  to 
preside  over  the  quality  of  passenger 
service. 

In  the  circumstances,  the  industry 
has  thrown  its  support  behind  the 
Hartke  Bill,  which  provides  that  rail- 
roads which  are  required  to  maintain 
unprofitable  passenger  service  in  the 
public  interest  should  be  compensated 
for  doing  so.  The  Administration  is 
opposed  to  it,  however,  because  once 
launched  even  on  a  small  scale,  such 
a  system  could  absorb  an  inestimable 
amount  of  federal  funds.  Nobody 
thinks  the  bill  has  much  chance  of 
passage. 

Service  Failures 

Certainly  the  most  discouraging 
thing  is  that  the  railroads  have  started 
losing  market  share  again.  After  hav- 
ing been  halted  during  most  of  the 
Sixties  by  new  equipment,  reasonable 
rates  and  plain  good  management,  the 
decline  in  the  industry's  market  share 
has  resumed.  Where  the  decline  will 
stop  nobody  knows.  The  American 
Trucking  Association  predicts  that  by 
1980,  the  railroads'  market  share  will 
be  down  to  34.5%,  from  40.8%  last  year 
— inevitably  so,  ATA  argues,  for  this  is 
the  highway  age,  and  highways,  not 
railroads,  shape  the  structure  of  the 
population  and  the  economy. 

The  railroads,  of  course,  are  at  their 
best  as  carriers  of  bulk  commodities 
like  coal  and  ore,  grain  and  paper.  In 
the  late  20th  century  raw  materials 
may  still  be  the  backbone  of  the  econ- 
omy, but  consumers  are  using  them 
more  sparingly:  It  takes  less  coal  to 
make  a  ton  of  steel,  for  instance,  less 
steel  to  make  a  can.  So  that  growth 
has  slowed. 

"A  good  deal  of  the  new  traffic," 
Harvard  Professor  Paul  Cherington, 
Transportation  Secretary  Volpe's  chief 
brain  truster,  points  out,  "is  essen- 
tially off-rail,  or  nonrail  traffic,  so  that 
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as  the  total  traffic  volume  moves  up, 
its  increment  is  essentially  off-rail. 
You  build  a  new  plant  to  make 
some  kind  of  electronic  gear,  and  you 
don't  even  contemplate  shipping  by 
rail:  you  build  the  plant  out  on  Route 
495  here  in  Washington  and  move 
your  entire  product  in  and  out  by 
truck." 

Even  so,  the  railroads  are  inherently 
faster  and  cheaper  than  trucks  ("After 
all,"  says  one  railroad  man,  "the  rail- 
roads don't  have  to  have  a  driver  on 
every  boxcar,  and  the  trucks  do,") 
and  that  is  no  mean  advantage.  The 
hitch  is,  however,  that  the  railroads 
have  nonetheless  been  losing  a  good 
deal  of  traffic  that  ought  to  remain  on 
the  rails.  And  the  reason  is  very 
simple:  In  many  cases  rail  service  has 
been  so  bad  that  shippers  have  been 
willing  to  pay  a  premium  to  ship  by- 
truck  or  even  by  airfreight. 

"The  service  problem  is  a  very  seri- 
ous one,"  says  Paul  Cherington,  "and 
nobody  seems  to  quite  know  what 
to  do  about  it.  Cars  are  lost  or  held 
for  tonnage  trains  or  delayed  en 
route  because  of  breakdowns.  Cars 
are  not  switched  on  a  timely  basis, 
and  shippers  can't  get  cars  to  load  and 
then,  when  they  do  get  them,  can't 
get  them  pulled.  Because  of  this  ob- 
ii  with  reducing  operating  costs, 
you  tend  to  hold  cars  for  tonnage 
trains.  You  hold  more  and  more  cars 
to  build  up  a  train,  and  this  means 
that  service  deteriorates  more  and 
more,  and  with  that  kind  of  service, 
shippers  are  not  going  to  rely  on  rail; 
so  there's  that  much  less  volume  and 
what  you  have  you  hold  to  build  up 
tonnage  trains,  and  service  deterior- 
ates still  further.  It's  a  vicious  circle." 

"If  you  can  improve  service,"  says 
Erie  Lackawanna's  John  Fishwick, 
"the  business  is  there."  Fishwick  is  not 
simply  talking.  With  only  moderate 
improvements  in  the  Erie's  still-far- 
from-satisfactory  service  (and  a  con- 
comitant deterioration  in  the  Perm 
Central's),  business  has  flooded  onto 
the  Erie's  rails  in  the  past  couple  of 
years.  Between  1966  and  1968,  for 
instance,  when  the  industry's  volume 
rose  less  than  1%  and  the  Penn  Cen- 
tral's fell  nearly  6%,  Erie's  nonetheless 
rose  4.1%.  The  Rock  Island,  rejuven- 
ated by  Jervis  Langdon — with  traffic 
up  1.8%  during  the  same  period — had 
similar  success. 

What  makes  the  situation  particu- 
larly painful  for  the  better  railroads 
is  that,  because  the  railroad  industry  is 
a  system,  there  is  a  limit  to  how  far 
any  individual  road  can  go  toward 
improving  its  service.  The  Santa  Fe 
may  move  a  shipment  from  Los 
Angeles  to  St.  Louis  on  schedule,  but 
if  the  Penn  Central  lets  it  sit  in  the 
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yards  at  East  St.  Louis,  its  efforts  have 
been  wasted. 

Most  industry  executives  are  pin- 
ning their  hopes  on  the  new  industry- 
wide automatic  car  identification  and 
location  systems,  slated  for  full  opera- 
tion next  year.  This  should  sharply  im- 
prove the  industry's  car  utilization 
and  in  the  process  go  a  long  way 
toward  reducing  its  service  problems. 
But  as  one  cynic  points  out:  "It's  great 
lo  be  able  to  locate  cars,  but  it  won't 
do  much  good  unless  you  can  also 
move  them,  and  I  don't  know  if  the 
railroads  will  manage  to  do  that.  A 
lot  of  them  haven't  set  up  control 
systems." 

What  is  so  frustrating  is  that  few 
industries  are  more  susceptible  to 
automation  than  the  railroads,  and 
with  the  car-identification  and  loca- 
tion system  in  place,  the  basic  tools 
are  available  for  large-scale  auto- 
mation. SP's  Ben  Biaggini  points  out 
that  the  technology  of  automated 
train  operation  already  exists:  South- 
ern's Claytor  says  that  the  technology 
for  fully  automated  classification  yards 
is  available  as  well.  The  SP,  Santa 
Fe  and  Union  Pacific  have  already 
automated  the  pusher  locomotives 
used  in  the  massive  trains  they  run 
over  the  Continental  Divide,  control- 
ling their  operation  by  radio. 


But  the  unions  fight  automation — 
or  featherbed  it  to  death — at  every 
turn. 

Even  where  the  roads  have  had  the 
money  or  the  credit  to  do  the  job, 
boards  of  directors  have  often  been 
reluctant  to  spend  money  where  they 
cannot  see  much  hope  for  an  adequate 
return.  As  a  result  the  industry  has 
been  spending  only  half  the  $3  billion 
a  year  most  executives  believe  is 
necessary  to  keep  the  industry  com- 
petitive. "If  you  don't  have  the  cash 
flow,"  Fishwick  explains  simply,  "you 
can't  make  the  capital  improvements 
to  the  railroad." 

The  Other  Side  of  the  Track 

So  the  big  question  is  whether  the 
railroads  will  once  again  succeed  in 
breaking  the  vicious  circle  in  which 
they  are  caught  as  they  seemed  to 
have  done,  briefly,  in  the  mid-Sixties. 
Certainly  the  immediate  prospects  are 
not  encouraging.  Even  Burton  Behl- 
ing,  the  AAR's  chief  economist,  holds 
out  the  merest  glimmer  of  hope: 
"Speaking  as  an  investment  counselor 
would,"  he  says,  "I  can  see  the  rail- 
road situation  a  heck  of  a  lot  brighter 
ten  years  from  now  than  it  is  for  next 
year.  Because  of  the  increasing  size  of 
the  economy,  time  is  with  the  rail- 
roads." 


The  Third  Man.  The  railroads  thought  a  1963  arbitration  award  had 
resolved  the  problem  of  having  to  keep  an  unneeded  third  man  in  the 
diesel  locomotive  cab:  the  steam  locomotive  fireman— and  they  proceeded 
to  eliminate  18,000  jobs.  When  the  award  expired  in  1966,  the  unions 
argued  the  railroads  had  to  restore  the  18,000  jobs.  The  courts  fudged 
the   issue,   and  labor   and  management   are   still  trying   to   work   it   out. 


Maybe  so.  But  for  investors,  ten 
years  is  a  long  time  to  wait. 

Even  in  this  difficult  situation,  cer- 
tain railroads  have  managed  to  run  a 
first-class  operation.  "In  prognosticat- 
ing the  future  of  the  railroads,"  says 
UP  Chairman  Frank  Barnett,  who  be- 
lieves the  UP's  future  is  bright,  "I 
think  you  have  to  be  very  selective." 

"We're  interdependent,  we  all  in- 
terconnect," says  SP's  Biaggini,  "but 
the  problems  of  the  eastern  and  mid- 
western  railroads  are  not  those  of  the 
West." 

"Some  sections  of  the  country  and 
of  the  railroad  industry  are  pretty 
stagnant,"  observes  Southern's  Graham 
Claytor,  "but  it's  not  true  of  our  sec- 
tion. We've  had  bigger  growth  than 
any  other  section  in  the  past,  and  I 
think  we  will  in  the  future." 

The  Southern  is  far  from  alone. 
Since  1961,  when  the  industry  hit 
its  last  cyclical  low,  a  group  of  rail- 
roads comprising  nearly  25%  of  the 
industry's  revenues  have  been  steadily 
increasing  their  share  of  the  trans- 
portation market  and  have  done  so 
despite  the  fact  that  the  industry  as  a 
whole  has  been  losing  ground  (see 
table  below).  A  second  group,  com- 
prising more  than  20%  of  the  industry's 
revenues,  though  still  losing  position, 
is  nonetheless  growing  substantially 
faster   than   the   industry.    Southern's 


freight  volume,  for  instance,  has 
climbed  nearly  60%  in  seven  years, 
half  again  as  much  as  the  total  trans- 
portation market;  Penn  Central's  has 
risen  a  mere  18%,  or  half  as  much  as 
the  market.  In  short,  the  railroad  prob- 
lem is  both  more  and  less  severe  than 
it  seems. 

After  all,  a  railroad's  fortunes  basi- 
cally are  determined  by  the  territory 
it  serves.  If,  like  the  Southern,  you 
serve  the  South,  you  serve  an  area 
where  industrialization  is  proceeding 
rapidly  and  where  even  a  modest  im- 
provement in  the  standard  of  living 
can  produce  an  upsurge  in  demand  for 
consumer  goods.  Or  if,  like  the  SP, 
you  serve  California  or  other  parts 
of  the  West  where  the  population  is 
booming,  you  can  do  well.  On  the 
other  hand,  if  you  operate  in  the  East 
or  parts  of  the  Midwest,  where  the 
population  is  relatively  stable  and  the 
economy  mature,  you  can  expect  to 
have  problems. 

Among  the  eastern  roads,  two,  the 
Norfolk  &  Western  and  the  Chesa- 
peake &  Ohio,  have  been  among  the 
industry's  biggest  moneymakers,  even 
though  their  growth  has  been  slow. 
The  backbone  of  their  traffic  is  coal, 
which  the  railroads  can  move  in  large 
volumes  over  relatively  short  dis- 
tances at  low  cost  and  good  profit. 
But   most   of  the   other   eastern   rail- 


roads have  no  such  compensating 
advantage. 

For  one  thing,  they  carry  substan- 
tial volumes  of  passenger  traffic  and 
carry  it  at  a  loss.  For  another,  their 
terminals  are  close  together  and  their 
hauls  inevitably  short.  This  has  made 
them  sitting  ducks  for  truck  com- 
petition, and  has  also  meant  that  they 
have  been  hard  put  to  offset  the  costs 
of  loading  and  unloading  freight, 
the  largest  single  cost  in  railroad 
operation.  "The  railroads  get  paid  on 
the  basis  of  how  far  you  haul  how 
much,"  says  IC's  William  B.  Johnson, 
"and  no  eastern  railroad  ever  could 
run  out  its  originating  or  terminating 
costs.  So  if  you've  got  a  2,000-mile 
railroad,  you've  obviously  got  a  hell  of 
a  lot  better  chance  to  do  so  than  a  guy 
with  a  200-mile  railroad." 

But  even  the  most  profitable 
roads  in  the  industry  cannot  go  on 
prospering  unless  the  labor  situation 
improves.  Is  it  surprising,  then,  that  at 
a  time  when  conglomeration  is  out  of 
fashion,  the  railroads  are  conglom- 
erating as  fast  as  they  can?  That  the 
few  rails  stocks  that  have  been  strong 
recently — Santa  Fe,  UP,  Illinois  Cen- 
tral— are  the  ones  that  have  been  mak- 
ing the  biggest  acquisitions?  Or  that 
the  troubled  Penn  Central  has  been 
desperately  seeking  major  acquisitions 
(Continued  on  page  39) 


The  Railroads:  A  Statistical  Profile 

The  industry  as  a  whole  may  be  losing  its  share  of  the  transportation  market,  but  a 
significant  number  of  railroads  are  nonetheless  growing  faster  than  both  the  industry  and 
the  market.  In  general,  such  railroads  also  carry  a  lighter  burden  of  labor  costs  and 
passenger  losses  and  have  tended  to  resist  the  decline  in  industry  earnings  since  1966. 


Ton  Miles  Wage 

Passenger 

1968 

1968 

Return 

>n     Earnings 

Price 

Price/ 

Increase 

Ratio 

Deficit 

Revenues 

Net  Income 

Stockholders'   Per/Share 

Range 

Recent 

Earnings 

1961-68 

1968 

1968 

Company 

(000) 

(000) 

Equity 

1966-68 

1968-69 

Price 

Ratio 

60o/0 

45o/0 

$  8,744,641 

Louisville  &  Nashville 

$    301,712 

$  22,905 

4.30/o 

-200/0 

953/4-72»/4 

8iy2 

8 

59 

47 

11,361,970 

Southern  Railway 

517,579 

42,955 

6.1 

+10 

66     -443/g 

471/4 

7 

50 

45 

15,311,009 

Seaboard  Coast  Line 

432,193 

12,232 

2.6 

^18 

54     -331/4 

373/8 

12 

47 

42 

** 

St.  Louis-San  Francisco 

173,142 

12,759 

5.6 

+   1 

60    -40 

411/4 

8 

45 

44 

7,264,170 

Southern  Pacific 

982,648 

107,575 

6.3 

+  5 

46y2-303/8 

353/8 

9 

45 

41 

741,945 

Denver  &  Rio  Grande  West. 

92,662 

11,531 

7.6 

—10 

28V2-17y8 

17% 

10 

44 
42 

44 

2,471,252 

Gulf,  Mobile  &  Ohio 

•  I  I      TniiifinAnTiTiAti 

96,147 

7,564 

5.2 

—  3 

12iy2-72 

751/4 

10 

ALL  TRANSPORTATION 

41 

44 

6,058,782 

Chicago,   Rock  Is.  &  Pac. 

250,486 

d4,254 

def. 

def. 

32%-17y8 

223/4 

def. 

38 

54 

10,219,651 

Northern  Pacific 

236,875 

28,039 

3.1 

—26 

66     -42 

441/4 

10 

36 

45 

24,883,752 

Union  Pacific 

595,031 

102,734 

6.3 

—  7 

63%-371/s 

45% 

10 

36 

50 

129,439 

Erie  Lackawanna* 

243,072 

d  1,302 

def. 

def. 

- 

t 

35 

40 

7,656,492 

Norfolk  &  Western 

858,776 

77,832 

7.1 

—24 

ii8y«-87y8 

881/2 

10 

35 
32 

50 

5,626,589 

Illinois  Central  Ind. 

□  All  DAIn     iliniiAtnu 

586,892 

35,141 

3.8 

—  3 

72y8-29'/8 

463/4 

19 

RAILROAD  INDUSTRY 

30 

48 

9,253,226 

Chi.,  Milw.,  St.  Paul  &  Pac 

.       274,453 

6,036 

0.8 

—72 

69     -18 

2iy2 

def. 

28 

40 

4,934,596 

Missouri  Pacific 

445,749 

19,418 

4.5 

—17 

87y2-69y2 

69i/2 

7 

27 

47 

13,838,456 

Chesapeake  &  Ohio 

864,280 

55,152 

5.1 

—17 

753/4-58% 

58% 

9 

27 

43 

1,749,179 

Western   Pacific 

72,424 

6,102 

4.2 

—30 

463/8-25y4 

27% 

14 

27 

48 

26,310,594 

Santa   Fe   Ind. 

756,876 

59,693 

4.1 

-^9 

40     -26y8 

29 

12 

19 

50 

8,080,965 

Great  Northern 

274,731 

22,961 

2.5 

—37 

64  %  -43  y4 

431/4 

12 

18 

55 

44,806,196 

Penn  Central 

2,021,811 

90,273 

2.8 

—43 

86y2-357/8 

37 

11 

14 

50 

t6,889,218 

Northwest    Ind. 

700,987 

52,525 

N.A. 

+  7 

605/8-143/4 

15 

26 

9 

49 

310,958 

Delaware  &  Hudson* 

41,454 

N.A. 

N.A. 

« 

* 

• 

9 

54 

t2,329,184 

Boston   &   Maine 

69,010 

d5,382 

def. 

def. 

N.A. 

16 

def. 

—8 

57 

t2,969,133 

Reading  Co. 

109,510 

d3S9 

def. 

def. 

29y8-i7y8 

18 

def. 

'Erie   Lackawanna 

and    Delaware   & 

Hudson   merged   into   Dereco,    a   nonconsolidated 

subsidiary   of 

Norfolk    & 

Western.   There 

are   no  common 

shares   outstanding 

(Profit. 

"Discontinued  all  passenger  service,     def. — deficit.     N.A. — 1 

Mot  available. 
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(Continued  from  page  34) 
in  spite  of  the  handicap  of  a  badly 
depressed  stock  price? 

Railroad  after  railroad — including 
pioneer  diversifies  like  UP,  SP  and 
Santa  Fe — has  converted  itself  into 
a  holding  company  over  the  past  sev- 
eral years.  Illinois  Central  Industries 
has  acquired  Ahex  and  now  MSL 
Industries;  Union  Pacific,  Champlin 
Petroleum  and  Pontiac  Refining; 
and  Santa  Fe  Industries,  Dresser 
Industries. 

Without  doubt,  their  diversification 
makes  a  good  deal  of  sense.  Most 
railroads  have  tax  credits  which  can 
make  an  acquisition  highly  profitable 
— sometimes  nearly  twice  as  profitable 
lor  a  railroad  that  pays  no  taxes  as  tor  a 
corporation  that  does.  Most  have  con- 
siderable financial  resources  which 
can  be  put  to  more  profitable  use  out- 
side the  rail  industry  than  in  it.  Real- 
estate  development,  either  on  rail- 
road  property   or  off  it.   is   a   natural 


outlet  that  nearly  every  road  has  used. 
Ideally,  of  course,  railmen  would  like 
to  acquire  other  transportation  com- 
panies— barges,  airlines,  truckers — 
but  are  forbidden  by  law  to  do  so. 
Will  this  eventually  lead  to  dis-in- 
vestment  in  railroading?  That  is,  will 
it  cause  railroads  to  divert  their  cash 
flow  away  from  replacing  rail  equip- 
ment and  into  other  industries?  Critics 
insist  it  has  already.  Railroad  men  deny 
it.  One  thing  is  clear:  The  railroads 
would  be  remiss  in  their  duty  to 
stockholders  were  they  to  go  on  end- 
lessly pouring  good  money  after  bad 
into  businesses  where  they  cannot 
earn  a  decent  return.  For  Northern 
Pacific,  the  decision  hinges  on  ap- 
proval of  the  long-delayed  Burlington 
Northern  merger.  "If  it's  not  ap- 
proved," says  NP's  president,  Louis 
W.  Menk,  "we've  got  to  think  of  the 
stockholders  and  diversify."  (Menk 
himself  is  one  of  NP's  "hottest  proper- 
ties."  Penn   Central   last   month   tried 


Many  union  leaders,  like  many 
military  men.  are  so  busy  fighting 
yesterwars  that  they  don't  know 
how  to  fight  today's.  Charles  Luna 
Jit),  president  of  the  United 
Transportation  Union,  sometimes 
sounds  like  that.  This  big.  gray- 
haired  man  with  a  Texas  manner  is 
head  of  a  union  that  represents 
220.0(10  of  the  U.S.'  500,534  rail- 
road workers,  and  so  ranks  as  the 
most  powerful  man  in  railway  labor 
today. 

Talk  with  him  and  he  sometimes 
serins  to  be  fighting  the  railroads  of 
yesterday,  not  those  of  today. 
"Why."  he  sa\s.  "the  first  day  1 
went  to  work  for  the  Santa  Fe — 
this  was  in  1022,  when  I  was  16 
— I  saw  a  headline  in  the  papers: 
Two  Cents  An  Hour  Raise:  The 
Straw  That  Broke  The  Camel's 
Back.'  Ever)  raise  we've  got  since 
then,  they've  hollered  the  same 
thing." 

Luna  is  unprepared  to  admit  that, 
perhaps  this  time,  the  camel's  back 
may  indeed  be  swaying  danger- 
ously. He  prefers  to  go  on  railing 
at  management. 

He  charges,  for  instance,  that 
the  railroads  have  been  complacent 
about  competition,  that  they've 
deferred  maintenance  and  cut  back 
their  work  force  without  proper 
regard  for  safety,  that  they've  tun- 
neled funds  into  nonrail  ventures 
that  ought  to  have  gone  into  the 
property.  He  doubts  they  really 
lose  money  on  passengers,  and  he 
claims  thev've  deliberately   driven 


■YESTERDAY'S  BATTLES- 

passengers  away  from  the  railroad 
and,  inadvertently,  freight  traffic 
as  well. 

Luna  complains  that  lawyers 
and  financial  people  head  up  most 
railroads  these  days  and  that  they 
don't  know  enough  about  railroads 
to  run  the  business  properly.  He 
even  suggests  that  some  executives 
are  managing  their  companies  so 
as  to  prepare  them  for  sale  to  the 
Government.  The  industry  has 
brought  most  of  its  troubles  down 
upon  itself,  he  suggests,  and  the 
responsibility  isn't  his,  isn't  labor's: 
"I  think  the  railroad  problem,"  he 
says,*  "is  a  management  problem." 


unsuccessfully  to   lure  him   into  run- 
ning the  PC). 

"From  the  standpoint  of  capital  in- 
vestment," says  Wayne  Hoffman,  the 
former  New  York  Central  vice  presi- 
dent who  now  heads  up  Flying  Tiger 
Lines,  "90%  of  the  hard  dollars  that 
are  invested  in  railroads  today  cannot 
be  justified  on  a  return  on  investment 
basis.  With  returns  averaging  2.5%, 
3.5%,  and  4%,  you'd  avoid  a  lot  of 
headaches  putting  your  money  in  a 
savings  and  loan  association." 

Collision  Course 

Is  there  then  no  hope  for  rail- 
roading as  such?  Is  there  no  way  out, 
short  of  nationalization?  If  the  indus- 
try, the  unions  and  Congress  permit 
matters  to  drift,  if  they  try  to  muddle 
through,  then  the  entire  industry,  not 
just  the  eastern  roads,  will  be  in 
trouble.  Unfortunately,  the  solutions 
are  no  longer  in  management's  hands, 
("just  because  they  have  problems," 


Luna  refuses  to  grant  that  such 
matters  as  deferred  maintenance 
are  due  to  lack  of  money.  Or  that 
railroads  diversify  simply  because 
they  cannot  earn  a  decent  return 
from  railroading.  Says  he:  "If  the 
only  way  the  railroads  had  to  make 
a  dollar  was  out  of  the  railroad, 
they'd  have  to  work  at  that  part  of 
the  business." 

Of  course,  Charlie  Luna  is  no 
fool.  He  recognizes  the  railroads' 
enormous  potential  for  automation. 
But  he  is  a  captive  of  the  situation: 
If  the  rail  unions  give  ground  on 
featherbedding,  then  they  will  lose 
members,  dues  and  power.  And 
what  man  willingly  parts  with 
money  and  power? 

Is  there  no  way  out?  Perhaps 
there  is.  Forbes  reminded  Luna 
that  some  unions — the  United 
Mine  Workers,  for  example — have 
been  able  to  work  out  the  reduc- 
tions in  the  work  force  that  have 
made  automation  possible.  "Yeah," 
Luna  says,  "but  they  [management] 
paid  something  for  that.  And  Harry 
Bridges  [head  of  the  West  Coast 
longshoreman's  union]  got  some- 
thing for  his  people,  too."  They 
did  indeed.  Is  Charlie  Luna  hint- 
ing that  the  UTU  might  be  willing 
to  work  out  a  similar  deal  of  trad- 
ing jobs  for  very  much  higher  pay? 
Railroad  men  believe  that  he  is. 

Questions:  1)  Can  the  railroads 
afford  the  price  the  unions  would 
demand?  2)  Would  the  500-odd 
local  union  heads  go  along  with 
any  such  deal? 
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one  ex-rail   boss  says,  "doesn't  mean 
they  are  stupid.") 

What  can  the  unions  do?  They  can 
show  greater  willingness  to  reduce 
featherbedding  and  permit  manage- 
ment to  reap  the  benefits  of  auto- 
mation— in  return  for  stable  employ- 


ment and  better  wages  for  a  shrunken 
rail  force.  "I  think  we're  on  the  thresh- 
old of  progress,"  says  IC's  Bill  John- 
son. The  threshold,  however,  has"yet 
to  be  crossed. 

And  Congress?  Congress  will  have 
to  stop  playing  small  politics  with  the 


r 


MAKE  WA  Y  FOR  TOMORROW 


Maybe  the  railroads  were  asleep 
at  the  switch  40  years  ago  when 
the  motor  carriers  first  began 
breaking  up  their  century-old  trans- 
port monopoly,  but  they're  not  go- 
ing to  be  caught  napping  this  time 
as  the  big  cargo  jets  move  closer 
and  closer  to  reality.  They're  brac- 
ing for  a  blow  when  and  if  planes 
like  Lockheed's  all-cargo  L-500 
start  filling  the  skies.  SP's  Ben 
Biaggini  says:  "We  have  a  cost 
advantage  now,  and  we're  going 
to  keep  it."  But  Biaggini  is  not  re- 
lying simply  on  cost.  SP  has  been 
pouring  all  its  innovative  talents 
into  seeing  if  it  can  provide  the  ser- 
vice its  shippers  demand  as  well. 

At  the  moment,  of  course,  Lock- 
heed hasn't  yet  decided  to  build 
the  L-500,  the  airlines  haven't  yet 
decided  to  buy  it,  and  it's  as  yet 
unclear  how  large  a  role  Boeing's 
dual-purpose  747  will  play  as  an 
all-freight  carrier.  Even  so,  hardly 
anyone  doubts  that  the  big  cargo 
jets  have  the  potential  for  revolu- 
tionizing the  U.S.  freight  transpor- 


tation market. 

The  L-500,  for  instance,  will  be 
able  to  lift  320,000  pounds  of 
freight  over  distances  of  nearly 
3,000  miles.  It  can  carry  58  Cadil- 
lacs or  106  Volkswagens  in  a  single 
load — as  much  as  the  railroads  do 
in  5,  the  truckers  in  11  autorack 
cars — and  do  so  at  a  cost  of  per- 
haps just  over  6  cents  a  ton-mile. 
That's  sky  high  beside  the  rails' 
average  rate  of  1.3  cents  a  ton-mile. 
But  Lockheed's  marketing  people 
don't  talk  about  transportation  cost 
any  more.  They  talk  of  total  cost 
of  distribution — the  cost  of  the 
entire  process  of  moving  goods 
from  manufacturer  to  consumer, 
and  the  L-500,  they  argue,  can  gen- 
erally cut  these  costs  sharply.  For 
example:  it  costs  $169  to  ship  a 
Fiat  from  Turin  to  Atlanta,  vs.  $308 
by  L-500.  But  by  reducing  or  eli- 
minating a  number  of  other  costs 
— preparing  the  cars  for  shipment, 
the  cost  of  storage  and  inventory, 
among  others,  the  L-500  permits 
the  entire  job  to  be  done  for  only 
$352,  vs.  $377  for  surface  carrier. 

With  only  0.3%  of  the  freight 
transportation  market  currently  and 
only  0.9%  in  prospect  by  1985,  no- 
body expects  the  cargo  jets  to 
siphon  off  anything  but  the  tiniest 
fraction  of  railroad  freight  traffic. 
The  trouble  is  that  that  little 
could  hurt  and  hurt  badly.  The 
cargo  jets  will  go  after  long-haul 
and  high-rated  traffic  obviously, 
and  the  rails  can  ill  afford  to  lose  it. 
Certainly,  the  railroads  have  both 
the  determination  and  inherent  cost 
advantages  sufficient  to  prevent 
any  such  losses  from  becoming 
serious.  Whether  they  will  be  per- 
mitted to  exercise  those  advantages 
remains  to  be  seen. 


U.S.    transportation    system.    It    will  \ 
have  to  come  to  grips  with  the  prob-  ; 
lem  of  strikes  in  essential  industries  ,j 
— strikes  in  which  economics  is  gen- 
erally sacrificed  to  the  power  labor  can 
sometimes   marshal    at    the   polls.    If 
compulsory  arbitration  is  the  answer, 
and  it  may  well  be,  Congress  will  have 
,  to  find  some  procedural  alternative  to  , 
the  strike,  one  that  is  palatable  to  both  I 
management  and  labor. 

At  the  same  time,  it  will  also  have 
to  stop  playing  politics  with  the  pas- 
senger problem — to  recognize  that  the 
railroads  can  no  longer  be  expected 
to  subsidize  money-losing  passenger 
services,  not  when  the  integrity  of  its 
still  profitable  freight  service  is 
threatened. 

Equally  important,  Congress  will.i 
have  to  revise  the  procedures  of  the 
Interstate  Commerce  Commission  to 
reflect  the  realities  of  modern  business. 
It  is  absurd  that  it  should  take  11 
years  for  a  merger  to  be  approved  or 
rejected.  Absurd  that  it  should  take 
two  years,  four  years,  or  even  six 
months,  for  a  rate  increase  to  be  ap- 
proved or  rejected.  Absurd  that  rail- 
road rates  should  be  held  up  as  an 
umbrella  over  other  forms  of  trans- 
port. Absurd  that  they  should  not  be 
permitted  to  diversify  into  other  forms 
of  transport.  Given  the  fiercely  com- 
petitive U.S.  transportation  market,  it 
may  even  be  absurd  that  transporta- 
tion is  regulated  at  all,  except  insofar 
as  all  U.S.  corporations  are. 

There  is  no  reason  either  why  the 
railroads  should  not  be  permitted  to 
write  off  the  gradings,  roadbeds,  tun- 
nels and  bridges  that  constitute  40£ 
of  their  $37.8-billion  investment. 

These  changes  will  not  be  eas\  to 
"bring  about.  Some  shortsighted  com- 
petitors will  oppose  them;  they  are 
afraid  of  the  potential  efficiency  ot 
the  railroads  and  do  not  want  to 
see  them  realize  it.  Congress  and  the 
state  legislatures  will  be  subjected  to 
pressures  from  the  competition  and 
from  union  men  among  their  con- 
stituents. 

But  the  stakes  are  huge.  Further 
drifting  is  almost  certainly  going  to 
lead  to  deterioration  of  service  and  to 
demands  for  nationalization.  The  rail- 
road system  is  a  great  national  asset, 
one  that  simply  could  not  be  replaced 
today.  Does  the  country  want  the 
railroads  to  be  run  the  way  the  Post 
Office  is — poorly  and  at  great  cost  to 
the  taxpayer? 

As  things  now  stand,  the  railroads 
are  tangled  in  a  web  of  government 
restrictions  and  union-enforced  inef- 
ficency.  Management,  no  matter  how 
able,  cannot  break  the  web  without 
help  and  understanding  from  the  re 
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■low  to  branch  way  out 
vithout  pulling  up  your  roots 

lover  ground  by  phone. 
Specifically,  by  a  new  money- 
having  Long  Distance  seivice 
:alled  WATS-Wide  Area 
telecommunications  Service. 
A/ith  WATS,  you  pay  a  flat 
nonthly  charge  regardless 
>f  the  number  or  length  of 
four  calls.  It's  not  unusual  to 
jet  more  than  twice  as  much 
:alling  time  for  your  Long 
Distance  dollars.  And  you 
can  buy  WATS  nationally 
or  regionally.  Ask  one 
of  our  Communications 
Consultants  what  WATS 
can  do  for  your  business. 


@AT&T 


A  Very  Special  Affair 

General  Georges  Doriot's  American  Research  &  Development 
has  its  imitators,  but  none  so  far  has  surpassed  the  master. 
Perhaps  there  are  some  qualities  that  can't  be  imitated. 


Baton's  American  Research  &  De- 
velopment Coip.  is  the  most  successful 
venture  capital  firm  on  record.  Un- 
der the  subtle  tutelage  of  a  French- 
horn,  former  American  brigadier  gen- 
eral, Georges  F.  Doriot,  ARD  has 
staked  more  than  30  new  businesses 
since  the  end  of  World  War  II,  and 
realized  an  over-all  capital  gain  of 
more  than  2,000%.  In  contrast,  the 
publicly  owned  firms  that  used  to  be 
No.  Two  and  No.  Three  in  the  field 
ran  into  serious  trouble  with  the 
Securities  &  Exchange  Commission 
and  have  been  disappointments  to 
their  investors. 

ARD's  paid-in  capital  of  $19  million 
today  has  a  paper  value  of  $407  mil- 
lion— not  including  shares  spun  off  in 
1956  through  1958.  But  such  are  the 
risks  of  risk  capital  that  76%,  or  $313 
million,  of  that  is  in  a  single  venture 
in  computers.  Digital  Equipment  Co. 

Oddly  enough,  this  is  the  one  in- 
vestment Doriot  probably  spends  the 
least  time  on.  He  spends  most  of  his 
time  on  his  less  successful  investments. 
For  this,  his  critics  say  he  doesn't 
know  when  to  cut  his  losses. 

Doriot  retorts:  "If  a  child  is  sick 
with  102°  fever,  do  you  sell  him?  I 


do  not  have  any  company  doing  well 
today  that  did  not  at  some  time  have 
a  crisis."  Continuing  the  father-child 
analogy  he  often  uses  to  refer  to  his 
companies,  Doriot  adds  that  it  is 
this  willingness  to  stick  with  his  in- 
vestments that  has  helped  carry  some 
of  them  through,  and  to  give  them 
confidence  in  ARD.  "I  want  them  to 
know  I  suffer  with  them,"  says  the 
69-year-old  venture  capitalist. 

Doriot  places  great  emphasis  on 
how  he  handles  his  "children."  "He 
gives  advice  in  such  a  way,"  says 
Digital  Equipment  President  Ken  Ol- 
sen,  "that  you  can  accept  it  or  reject 
it  without  saying  no.  Sometimes  I 
worry  about  the  advice  that  was  so 
subtle  I  didn't  notice  it." 

Begun  in  1957,  DEC  carved  out  a 
niche  in  small  computers  for  industrial 
control  and  scientific  research.  As  for 
IBM's  recent  entry  into  small  com- 
puters, Olsen  says,  "We're  not  in  the 
market  they've  just  announced  they're 
going  into.  What  IBM  is  getting  into 
is  the  small  business  computer."  Ol- 
sen, who  says  his  banker  estimates  he 
has  at  least  64  competitors  (includ- 
ing one  firm  formed  by  some  former 
ABD    executives),    is    continuing    to 


"The  Average  Man   spends  his  life   learning   how  to  Fit,"  says  Doriot 
(left).  'The  superior  man,  like  Ken  Olsen  (right),  knows  when  not  to  fit." 


branch  out  from  small  computers  so 
that  he  can  trade  up  old  customers. 

Doriot  spends  most  of  his  rime 
talking  to  people  who  bring  him 
prospective  investments.  He  says  he 
has  considered  no  less  than  5,000  of 
them  since  1946.  He  is  considered  by' 
friends  and  critics  alike  as  a  brilliant 
judge  of  character.  But  he  has  to  be, 
he  explains.  "When  someone  comes  in 
with  an  idea  that's  never  been  tried, 
the  only  way  you  can  judge  is  by  the 
"kind    of    man    you're    dealing    with." 

Until  recently  Doriot  also  taught 
at  Harvard  Business  School.  He  says 
that  what  he  looks  for  in  comparison 
are  the  same  characteristics  he  tried 
for  years  to  teach  students:  "resource- 
fulness, perception,  courage,  mental 
honesty  with  yourself,  and  a  complete 
dedication  to  the  business."  Doriot 
doesn't  hesitate  to  answer  "yes,"  when 
you  wonder  aloud  whether  these  are 
things  that  can  be  taught.  At  the  very 
least,  his  string  of  investment  suc- 
cesses prove  they  can  be  recognized. 

7  out  of  SO 

The  process  of  recognition  begins 
when  an  entrepreneur  meets  with 
one  of  Doriot's  small  six-man  staff, 
comprised  largely  of  his  former  Har- 
vard Business  School  students.  (The 
total  payroll  for  the  entire  company  is 
less  than  $200,000.)  If  the  new  in- 
vestment proposal  becomes  the  one- 
out-of-every-50  the  General  likes,  it 
is  submitted  to  the  board  for  final 
approval.  So  far,  the  board  has  never 
overturned  a  Doriot  recommendation. 

Besides  DEC,  ARD's  big  winners 
include  a  $340,520  investment  in 
Houston-based  Cameo  Inc.,  a  maker 
of  tools  and  measuring  instruments  for 
oil  companies,  now  worth  85. 6  mil- 
lion. A  $600,000  investment  in  Cooper 
Labs,  producing  a  patented  allergy 
medicine,  is  today  worth  S4.4  million. 
A  $182,000  investment  in  another 
medical  company,  Cordis  Corp.  of 
Miami,  is  today  worth  $3.2  million. 
A  $567,000  investment  in  air-cargo- 
handling  Tridair  Industries  is  today 
valued  at  $2.4  million.  Doriot  asserts 
that  several  other  ventures  carried  on 
the  books  at  cost  are  worth  several 
times  more. 

"We  make  mistakes  too,"  says  Do- 
riot, pointing  to  the  $3-million  loss  on 
such  things  as  the  processing  and  sale 
of  frozen  deveined  shrimp,  catching 
and  marketing  tuna,  and  the  process- 
ing of  frozen  apple  juice.  But  anyone 
who  thinks  risk  capitalism  can  be  risk- 
less  just  doesn't  understand  the  game. 

Today  Doriot  has  many  imitators. 
Unlike  him,  most  of  them  are  finan- 
cially rather  than  management-ori- 
ented. Whether  they  will,  over  the 
long  run,  match,  or  even  approach, 
his  record,  is  a  very  big  question.  ■ 
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here's  how  to 
lower  the  boom 


on  soaring  car 


rental  costs! 


If  your  company  travels  ten  men  or  more, 
Budget  Rent-A-Car's  Corp -Rate 
can  save  a  whopping  10%  to  25% 
<  (even  after  A,  B  and  C's  20%  discount), 
every  time  one  of  your  men  rents  a  car. 


Now,  you'll  always  know  what  rented  cars  cost.  No  theory!  No 
speculation!  No  mileage  charge,  regardless  of  how  far  cars  are 
driven.  Corp -Rate  is  a  flat  rate! 

Our  cars  are  superb.  In  most  cities,  we  flip  our  fleets  every  six 
months;  rent  your  man  a  brand  new  1970  Buick  Skylark,  Chevy 
Impala,  Pontiac  LeMans,  Olds  Cutlass  or  other  fine  cars,  complete 
with  power  steering,  automatic  transmission,  radio  and  proper 
insurance. 

As  a  responsible  financial  officer  of  your  company,  it'll  make  good 
business  sense  to  find  out  about  our  exclusive  Corp*  Rate  car  rent- 
ing plan.  An  inquiry  on  your  letterhead  will  bring  facts. 

It  was  time  a  major  car  rental  company  stepped  in  .  .  .  and  sliced 
soaring  costs  of  car  rentals.  We're  proud  we  did! 

637  offices  to  serve  you  with  Free,  Instant  Tele-Reservations 
Coast  to  Coast  U.S.A.,  Alaska,  Hawaii,  Mexico,  Caribbean, 
Canada,  British  Isles,  Europe  and  South  Africa. 

We  honor  American   Express,  Diners,  Carte  Blanche,  plus  our  own  credit  card. 

Corp  •  Rate  Division   B  /  Budget  Rent-A-Car/  35  E.  Wacker  Dr.,  Chicago,  Illinois  60601 

©  Budget  Rent-A-Car  Corp.  of  America 


Pontiac  LeMans 


Olds  Cutlass 


T 


The  Car  Rental  Service  of 
Transamerica  Corporation 


Budget 

Rent  a  Gar 
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Gaining  Strength? 

On  the  numbers,  American  Motors  looks  nearly  as 
weak  now  as  it  did  last  year.  But  look  more  closely. 


Big  Change.  Currently  AMC's 
dealerships  are  badly  out  of 
date.  Most  are  old-fashioned 
and  shabby  and  use  the  now- 
defunct  Rambler  in  their 
names.  AMC  hopes  that  its 
new  design  program  (below) 
will  convince  customers  that 
AMC  is  here  to  stay.  The 
goal  is  to  look  like  a  bou- 
tique instead  of  a  discount 
house,  and  AMC  hopes  its 
300  largest  dealers  will 
change     within     18     months. 


After  two  years'  hard  work,  Chair- 
man Roy  D.  Chapiri  Jr.  and  President 
William  V.  Luneburg  have  shown  that 
American  Motors  can  survive.  But  can 
it  do  more  than  merely  survive?  Can 
it  ever  again  make  good  money?  In 
fiscal  1969,  ended  two  weeks  ago, 
AMC  sold  only  268,000  cars,  some 
32,000  short  of  projections  and  barely 
3%  of  the  new  U.S.  car  market;  its 
net  profit   margin   was  probably    1%. 

The  troubles  just  ahead  promise  to 
be  no  less  plentiful:  Ford's  new  "sub- 
compact"  Maverick,  positioned  deep 
in  AMC's  price  range,  is  a  stunning 
success;  the  Japanese  economy  im- 
ports continue  to  grow;  a  new  labor 
contract  now  being  negotiated  could 
be  very  expensive;  and  AMC  con- 
tinues to  suffer  the  burden  of  pro- 
ducing cars  in  two  antiquated  plants, 
35  miles  apart  and  connected  by 
trailer  truck. 

Still,  American  Motors  goes  into 
model  year  1970  in  the  best  shape 
it  has  been  in  many  years.  For  one 
thing,  it  did  stay  modestly  in  the 
black  last  year  despite  brutal  com- 
petition; for  another,  its  sales  slippage 
was  about  average  for  the  industry. 

Chapin  argues  that  1969  was  a  year 
when  the  company  had  no  new  prod- 
ucts to  sell.  In  1970,  it  does.  AMC 
will  have  three  all-new  cars:  the 
Hornet,  a  compact  introduced  last 
month  to  replace  the  aging  Rambler 
line;  the  Gremlin,  a  smaller  version 
of  the  Hornet  designed  to  compete 
with  the  new  "sub-compacts ";  and  a 
yet  undisclosed  car  for  the  fall  of  1970. 

The  Hornet  is  being  marketed  as  a 
"little  rich  car"  that  can  be  stripped- 
down  and  cheap  ( $1,994 — a  dollar  less 
than  the  Maverick)  or  fully  equipped 
and  expensive  ($3,582  for  an  acces- 
sory-loaded V-8  four-door  sedan). 
This  contrasts  sharply  with  Ford's  ap- 
proach of  positioning  Maverick  strictly 
as  an  economy  car.  Says  American's 
Marketing  Vice  President  William 
McNealy  Jr.:  "This  takes  the  onus  oil 
the  Hornet  buyer;  people  won't  think 
he  bought  the  cheapest  car. 

WIC's  big  problem  is  its  dealers. 
They  are  too  few  in  number — about 
2,350  vs.  6,350  for  Chevrolet— and 
low  in  productivity — about  1 10  sales 
per  dealer  vs.  over  300  lor  Chevy. 
And,  as  Chapin  admits,  all  too  main 
AMC  dealers  are  stand-pat  small-town 
businessmen  who  run  what  look  like 
old-lashioned  used-car  lots.  "They 
simply  don't  know  how  to  talk  to  a 
prospect  for  our  AMX  sports  car,"  says 
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Chapin.   'They've  been  selling  econ- 
omy cars  all  their  business  life." 

In  response,  Chapin  has  begun  an 
all-out  recruiting  and  training  pro- 
gram to  get  more  and  better  dealers. 
Says  Chapin:  "We  recognize  that 
we're  not  going  to  keep  on  find- 
ing within  our  own  industry  the  kind 
of  managerial  talent  we  need  to  run 
really  big,  successful  dealerships.  So 
we  have  begun  to  recruit  people  from 
outside  the  industry,  people  with 
managerial  talent  but  no  automotive 
background,  and  then  put  them 
through  our  new  15-week  training 
school."  After  additional  field  training, 
they  take  over  a  factory-supported 
dealership  with  the  idea  of  buying 
out  AMC's  equity. 

So  far  only  five  men  have  graduated 
from  the  new  program.  But,  says 
Chapin,  "This  is  not  a  mass  thing.  It's 
a  program  to  get  the  right  guy  for  key- 
dealerships.  There  are  about  125  key 
spots  in  this  country  where,  if  we  had 
the  right  dealer,  our  annual  volume 
would  go  up  50,000  to  60,000  cars." 

At  the  same  time,  Chapin  plans  to 
remedy  the  drab  appearance  of  AMC 
dealerships.  The  basic  idea  is  to 
eliminate  all  nonessentials  in  a  show- 
room and  on  the  lot  so  that  only 
the  cars  stand  out.  The  means  include 
black  ceilings  and  carpeting,  spot- 
lights to  replace  fluorescent  tubes,  and 
the  name  American  Motors  running 
vertically  up  a  33-  to  38-foot-high  out- 
door sign.  But  can  Chapin  exert 
enough  leverage  on  dealers  to  keep 
them  in  line  on  such  a  program? 

Chapin  obviously  expects  his  new 
ears  to  be  such  hits  that  the  dealers 
will  fall  in  line.  Counting  on  a  lift 
from  the  new  Hornet  and  Gremlin, 
he  is  aiming  at  325,000  sales  in 
model  year  1970.  "If  the  product  and 
dealer  program  can  take  us  to  the 
400,000  mark  by  1972,"  he  says, 
"we're  looking  at  profitability'  in  this 
company  that  is  beautiful  by  any 
standard.  And  if  we  can  close  those 
125  open  dealership  spots,  there's  no 
reason  why  we  can't  reach  the  500,- 
000  level  by  the  mid-1970s." 

Being  a  realist,  Chapin  knows  that 
it's  easier  to  play  with  figures  than 
to  sell  ears.  He  knows  that  1970  will 
he  another  rough  year  in  the  market- 
place. But  it's  clear  that  he  is 
full  of  enthusiasm  for  his  new  lines. 
II  tan  he  pass  some  of  it  on  to  his 
dealers  and  to  the  public,  he  may 
yet  prove  that  American  Motors  has 
profitability   as  well  as  survivability.  ■ 
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An  important 

financial  statement  from 

The  Signal  Companies. 

The  Signal  Companies  is  an  American  conglomerate. 

Because  we  are  a  conglomerate,  able  to  freely  share 
research  and  resources  in  an  autonomous  atmosphere,  each 
one  of  our  individual  companies  is  growing. 

And  earning  a  profit. 

Funny  thing  about  profit;  at  the  same  time  it  stimulates 
efficiency,  it  creates  an  ever-increasing  number  of  jobs. 

And  the  wage  a  man  earns  by  his  own  labor  is  the  fastest 
road  to  self-respect,  dignity  and  freedom. 

No  handout  can  give  him  these. 

So,  together  with  a  rapidly  growing  social  consciousness, 
the  profit  incentive  is  the  key  to  expansion,  to  innovation, 
and  to  the  highest  standard  of  living  in  the  world. 

For  all  of  America's  citizens. 

That's  why  an  honest  profit  can  never  be  viewed  as 
a  four-letter  word. 

Except  by  a  four-letter  mind. 


The  Signal  Companies  MK 
are  all  doing  well,  thank  you.  ^  y 

Signal  Oil  and  Gas  Company,  The  Garrett  Corporation,  Mack  Trucks,  Inc.,  Signal  Equities  Company,  Ounham-Bush,  Inc..  Signal  Properties,  Inc.,  Signal  Investment  Company 
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The  General  and  the  Genius 

No  one  can  possibly  know  a  business  as  inti- 
mately as  its  founder.  But  there  comes  a  time.. . 


Following  in  the  footsteps  of  a  liv- 
ing business  legend  is  no  snap, 
particularly  if  it  is  someone  who 
pioneered  a  new  industry  and  whose 
name  is  synonymous  with  the  com- 
pany that  still  dominates  it.  Yet  that 
is  exactly  what  Lauris  Norstad  did 
two  years  ago  when  he  became  chair- 
man and  chief  executive  officer  of 
Toledo,  Ohio's  Owens-Corning  Fiber- 
glas  Corp.  His  predecessor,  Harold 
Boeschenstein,  now  a  consultant  and 
director  of  the  company,  was,  and 
still  is  at  73  "Mr.  Fiberglas,"  the 
man  who  founded  and  ran  Owens- 
Corning  from  its  start  as  a  joint  ven- 
ture of  Owens-Illinois  Glass  Co.  and 
Corning  Glass  Works  in  1938. 

Norstad,  however,  is  something  of 
a  legend  in  his  own  right.  A  top 
military  planner  under  the  late  Gen- 
eral Eisenhower  in  World  War  II,  he 
ended  up  with  a  U.S.  Army  general's 
four  stars,  was  head  of  NATO  for 
six  years  and  commander  of  all  U.S. 
forces  in  Europe.  Norstad  also  is  no 
stranger  to  the  company.  He  was 
president  and  chief  operating  officer 
for  four  years  before  moving  up  into 
the  top  spot. 

"When  Mr.  Boeschenstein  was 
chief  executive  officer  of  this  com- 
pany, I  conformed  to  Mr.  Boeschen- 
stein," says  the  General.  "Since  I 
became  chief  executive  officer,  there 
never  has  been  any  question  as  to 
who  runs  the  company." 

That  is  for  sure.  Norstad's  corporate 
style  is  emphatically  different  from 
that  of  his  predecessor.  Boeschenstein, 
a  strong-willed  sales  and  marketing 
genius,  ran  a  one-man  show.  Norstad, 
on  the  other  hand,  has  completely 
restructured  the  company  into  de- 
centralized chains  of  command.  "He 
was  there  from  the  beginning,"  says 
the  General.  "He  knew  all  the  de- 
tails and  could  run  it  from  the  palm 
of  his  hand.  I  don't  believe  in  that." 

But   there  is   more   to   it   than  just 


Ike's  Man.  Owens-Coming's 
former  boss,  Harold  Boesch- 
enstein, originally  hired 
General  Norstad  (above) 
on  the  recommendation  of 
their  mutual  friend,  the 
late  Dwight  D.  Eisenhower, 
who,  as  President,  had  ap- 
pointed Norstad  to  head 
NATO      (picture      at      top). 


a  difference  in  personal  styles  and 
backgrounds.  One  of  Norstad's  first 
moves  was  to  hire  Stanford  Besearch 
Institute  to  make  a  thorough  top-to- 
bottom  appraisal  of  the  way  Owens- 
Corning  operated  (Boeschenstein's 
only  use  for  consultants  had  been  on 
a  piecemeal  project  basis).  SBI  came 
up  with  a  rat's  nest  of  no  less  than 
2,700  different  problems,  according 
to  the  General. 

What  most  of  them  boiled  down  to, 
however,  was  a  complete  lack  of 
clear  lines  of  managerial  authority. 
"No  one,"  explains  one  insider,  "knew 
just  how  far  he  could  go."  Mar- 
keting and  manufacturing,  operating 
as  separate  functions,  were  loosely 
coordinated.  Although  Owens-Corning 
has  33,000  products,  planning,  ex- 
cept on  a  short-term  basis,  was  almost 
nonexistent.  Individual  divisions, 
operating  without  tight  central  con- 
trols, emphasized  volume  instead  of 
profits.  In  short,  Owens-Corning  was 
a  managerial  mess. 

Since  the  SBI  study,  Norstad  has 
been  busy  changing  all  this.  His  most 
important  move,  he  says,  was  to  pull 
Owens-Corning's  many  operating  divi- 
sions and  broad  product  lines  into 
four  major  groups:  construction,  tex- 
tile and  industrial,  new  products,  and 
international.  Except  for  new  prod- 
ucts, each  of  these  groups  is  headed 
by  a  vice  president  promoted  from  the 
ranks.  Each  of  these  vice  presidents, 
in  effect,  runs  a  seperate  business 
under  Norstad's  general  direction  with 
all  necessary  functions  from  market- 
ing to  manufacturing  reporting  to 
him.  "In  the  old  days,"  says  Norstad. 
"the  vice  president  for  manufacturing 
reported  to  either  Mr.  Boeschenstein 
or  me.  Now  each  group  vice  president 
lias  his  own  manufacturing  head." 

Volume  vs.  Cost 

What  tin's  has  done  is  create  a 
greater  balance  of  operations  in  each 
of  Owens-Corning's  major  businesses. 
Take  roof  insulation,  one  of  the  back- 
bones of  its  business.  "Previously  we 
had  our  program  oriented  to  maximum 
sales  volume,  offering  at  least  four 
thicknesses  of  the  same  product,"  says 
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Parker-Hannifin  Corporation 


fluid  system  components 


FISCAL  YEAR  ENDED  JUNE  30, 1969 

comparative  highlights 


Sales  

Earnings  before  tax  on  income 

Net  Earnings    

Earnings  per  Share   

Cash  Dividends  per  Share    . . . 


(1)  Restated  for  those  acquisitions  treated  as  poolings 
of  interest  in  fiscal  year  1969 


1969 

1968 

(1) 

197,279,799 

169,434,676 

21,964,563 

18,609,611 

11,064,563 

9,621,774 

3.51 
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The  past  decade  has  been  one  of  signifi- 
cant growth  tor  Parker-Hannifin.  Sales  and 
earnings  achieved  more  than  a  three-fold 
increase.  Our  fluid  power  products  and 
markets  expanded  dramatically  to  encom- 
pass virtually  every  major  industry.  As  we 
enter  the  1970s,  it  is  appropriate  to  ex- 
plore the  excellent  growth  potential  of  the 
decade  ahead.  This  we  have  done  in  our 
1969  Annual  Report,  just  published.  We 
will  be  happy  to  mail  you  a  copy. 


Office  of  the  Secretary 
PARKER-HANNIFIN  CORPORATION 
17325  Euclid  Ave.  •  Cleveland,  Ohio  44112 


Send  copy  of  1969  Annual  Report 
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Charles  E.  Peck,  vice  president  in 
charge  of  the  construction  group. 
"This  spread  the  manufacturing  vol- 
ume over  a  hell  of  a  lot  of  sizes, 
niiming  our  machines  on  relatively 
short  runs."  That  might  buy  Owens- 
Corning  marketing  penetration.  But 
it  played  havoc  with  the  cost  of  mak- 
ing its  goods.  "We're  now  in  the  pro- 
cess of  cutting  the  number  of  thick- 
nesses we  offer  in  half,"  says  Peck. 
"I'm  sure  we  can  do  so  marketingwise 
without  losing  volume." 

"I  don't  give  a  damn  about  vol- 
ume,' says  the  General.  "I'd  rather 
have  a  million  dollars  worth  of  busi- 
ness if  I  earned  as  much  money  as 
I  did  with  a  billion-dollar  business." 

Hut  Norstad  has  gone  in  for  more 
than  just  achieving  manufacturing  ef- 
ficiencies or  simply  identifying  what 
businesses  Owens-Corning  is  really  in. 
"Until  we  had  this  new  setup  we 
were    not   onlv    verv    informal    as    an 


operation,  but  we  did  not  even  know 
how  big  we  were,"  says  Richard  W. 
Muzzy,  vice  president  of  the  interna- 
tional group  (now  about  $100  million 
of  OCF's  total  business). 

Simultaneously  Norstad  has  put 
Owens-Corning  on  a  five-year  plan- 
ning basis  to  redirect  where  it  should 
put  the  most  effort.  All  this,  he  says, 
has  given  the  company  a  better  prod- 
uct mix  with  a  better  profit  potential. 
For  example,  one  of  the  company's 
most  promising  products,  in  the  works 
a  long  time,  is  Fiberglas  tire  cord. 
"In  1967  we  sold  about  $300,000 
worth  of  tire  cord,"  says  Norstad. 
"In  1968,  around  $8  million.  This 
year  we  will  sell  around  $35  mil- 
lion." 

Norstad,  in  fact,  thinks  that  with 
the  managerial  changes  now  going 
into  effect,  Owens-Corning  can  prob- 
ably double  its  present  sales  volume 
in    the    next    five    years — all    without 


going  outside  the  glass  fiber  business. 
That  is  a  brave  prediction  for  a  com- 
pany which  so  often  has  failed  to 
achieve  its  original  promise.  But  Nor- 
stad does  have  something  to  show  tor 
his  efforts  so  far.  In  1967,  the  year 
he  took  over,  Owens-Coming's  pro- 
fits were  $14  million  on  sales  of  $376 
million.  That,  due  to  a  sharp  drop  in 
the  textile  market,  was  32%  less  than 
the  year  before  on  sales  of  $374  mil- 
lion. In  1968  earnings  per  share  rose 
26%'  to  $19  million  and  sales  hit  $430 
million.  In  the  nine  months  of  1969, 
despite  a  costly  strike  in  the  second 
quarter — "our  accountants  figure  we 
lost  25  cents  on  that  alone,"  says  Nor- 
stad— earnings  were  up  21%  on  a 
sales  increase  of  14%.  In  fact,  says 
the  General,  "Without  the  strike  it 
would  have  been  the  damnedest  sec- 
ond quarter  the  company  ever  had." 
As  it  is,  it  is  clear  that  the  General 
has  only  begun  to  fight.  ■ 


A  Southwest  Passage? 

Let  Standard  Oil  (N.J.)  battle  the  icebergs.  Leon  Hess 
thinks  he  has  found  a  better  way  to  get  crude  out  of  Alaska. 


The  biggest  question  about  Alaska's 
huge  North  Slope  oil  find  has  always 
been  how  to  get  it  out — economically. 
Particularly  to  the  thirsty  U.S.  east 
coast  market.  Giant  $14-billion  (reve- 
nues) Standard  Oil  of  N.J.'s  answer 
was  to  send  the  huge  S.S.  Manhattan 
thundering  and  crashing  through  the 
massive  ice  packs  of  the  previously 
unconquered  Northwest  Passage.  But 
wily  Leon  Hess,  chairman  of  $790- 
million  (revenues)  Amerada  Hess, 
thinks  he  has  found  a  balmier  route. 

Hess'  plan,  as  first  spelled  out  in 
a  story  in  Petroleum  Intelligence 
Weekly,  is  to  transport  his  crude  by 
ship  14,000  miles  around  South 
America  to  the  Virgin  Islands  in  the 
Caribbean.  There  he  plans  to  con- 
struct a  200,000-barrel-a-day  refinery 
next  door  to  his  present  refinery.  From 
there  he  could  ship  his  refined  prod- 
ucts to  the  East  Coast  of  the  U.S. 

Outsiders  put  Hess'  transportation 
costs  at  about  SI  a  barrel,  including 
transport  by  pipeline  from  the  North 
Slope  to  a  southern  Alaska  port.  Jer- 
sey Standard  estimates  its  transporta- 
tion costs  via  the  Northwest  Passage 
at  90  cents  to  $1  a  barrel.  But  that 
could  go  higher,  and  even  Jersey  has 
not  committed  itself  to  the  Arctic  route. 

Why  has  no  one  else  proposed  the 
South  American  route?  Because  it  is 
impractical  without  using  foreign  flag 
ships,  at  about  half  the  cost  of  a  U.S. 
Hag  ship.  The  1920  Jones  Act  requires 
that  U.S.  flag  ships  be  used  in  all  do- 
mestic maritime  commerce.  However, 


Island  Lover.  Amerada  Hess 
Chairman  Leon  Hess  likes 
the  Virgin  Islands'  oil  im- 
port     and      shipping      rules. 


it  turns  out  that  the  Virgin  Islands, 
purchased  from  Denmark  in  1917,  is 
the  only  U.S.  territory,  commonwealth 
or  state  exempt  from  the  Jones  Act. 
That  means  Hess  can  ship  his  crude  to 
the  Virgin  Islands  on  foreign  flag 
ships,  refine  it,  and  then  transport  it 
to  the  U.S.,  avoiding  import  restric- 
tions. Since  Amerada  Hess  has  the 
only  refinery  on  the  Virgin  Islands,  it 
has  an  enormous  advantage. 

While  there  are  no  icebergs  for  Hess 
to  crush  in  South  America,  there  are 
political  bergs  aplenty  in  the  U.S. 
Other  oil  companies  may  not  take 
kindly  to  Hess'  island.  The  Oil  Im- 
ports Administration  might  ques- 
tion whether  crude  carried  on  foreign 
flagships  could  qualify  as  domestic 
production  under  the  oil  import  quota 
system.  And  National  Maritime 
Union  President  Joseph  Curran 
threatens  that  Hess'  foreign  flag 
crude  will  be  "the  hottest  oil  any- 
body will  ever  have  handled." 

So  the  odds  may  be  against  Leon 
Hess,  who  at  22  was  driving  a  Hess 
oil  truck  for  his  father's  then-tiny 
fuel  oil  delivery  service.  But  Hess 
is  used  to  the  long  shot.  It  took  him 
over  two  years  of  patient  effort  to  suc- 
cessfully negotiate  Hess'  farsighted 
merger  with  Amerada  early  this  year. 
And  last  month  the  Amerada  Hess 
group  (including  Hunt,  Marathon, 
Getty  and  Louisiana  Land)  invested 
$272  million  in  North  Slope  acreage, 
making  it  the  biggest  of  all  the  bid- 
ders in  the  $900-million  auction.  ■ 
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The  Laxative  That  Didn't  Work 

Rodney  Gott  administered  his  company  some  strong  medicine.  It  hasn't 
had  the  desired  effect,  at  least  not  so  far  as  investors  are  concerned. 


Like  a  good  dose  of  laxative,  corpor- 
ate writeoffs  are  supposed  to  cleanse 
the  system.  But  they  have  other  uses 
as  well.  One  handy  use  is  to  make 
current  (as  opposed  to  past)  manage- 
ments look  good. 

Consider  the  case  of  American  Ma- 
chine &  Foundry.  Last  year  Presi- 
dent Rodney  C.  Gott.  a  West  Pointer 
wlio  still  carries  himself  like  a  military 
man,  wrote  off  a  huge  $62  million. 
He  did  so  by  setting  up  a  reserve 
against  his  bowling  assets,  debiting 
the  charge  against  1968  earnings.  The 
purpose  was  a  commendable  one:  to 
reflect  realities  in  the  company's  big 
howling  alley  rental  business.  AMF 
had  had  to  repossess  a  good  many  ma- 
chines; and  other  machines,  still  in 
use,  were  not  returning  enough  to 
cover  depreciation  charges  (AMFs 
typical  lease  is  based  on  the  number 
of   games  played  on  each  alley). 

Without  the  reserve,  AMFs  earn- 
ings would  have  been  penalized  for 
years  to  come,  what  with  rentals  on 
many  machines  tailing  short  of  de- 
preciation charges.  By  setting  up  this 
reserve,  AMF  accomplished  two 
things:  It  got  an  immediate  federal 
income  tax  credit  of  some  $31  mil- 
lion which  became  available  for  gen- 
eral corporate  purposes.  In  addition, 
the  writeoff  virtually  guarantees  better 
Future  earnings.  Future  losses  in  the 
bowling  operation  no  longer  need 
to  be  charged  against  current  income: 
they  can  he  taken  as  a  debit  against 
the  reserve  for  future  losses.  In  last 
year's    first    half,    for    example,    S3. 8 


million  for  such  losses  was  charged 
to  income;  this  year  less  than  $1  mil- 
lion was.  Thus  in  the  first  half  of 
1969,  AMF  reported  pretax  income  of 
$33. 8  million,  up  from  $30.1  million 
in  the  first  half  of  1968;  and  this  was 
in  spite  of  a  slight  (2%)  decline  in 
sales  and  rentals. 

In  the  real  world  nothing  much  had 
changed;  but  in  the  abstract  world  of 
accounting,  AMF  was  doing  better 
than  it  had  in  years.  Interestingly, 
however,  investors  do  not  seem  to 
have  been  impressed.  AMF  currently 
sells  around  11  times  probable  1969 
earnings.  Having  taken  his  medicine 
and  thus  toned  up  earnings,  Rodney 
Gott  expected  better  treatment.  Says 
he:  "We've  made  what  we  consider 
a  textbook  effort  at  turning  around. 
And  what  is  our  reward?  The  lowest 
price  earnings  ratio  on  the  stock  that 
we've  had  at  any  time.  Now  you  tell 
me   why." 

Some  clitics  of  the  company  think 
they  know  the  reason  why:  They  feel 
that  Gott  will  have  to  do  more  than 
change  the  bookkeeping.  To  this,  Gott 
will  only  reply:  "Keeping  alert  sci- 
entifically and  having  a  willingness  to 
invest  in  bridgeheads  I  hope  and  pray 
is  going  to  put  us  into  a  position  to 
have  another  great  booming  period 
for  the  company." 

Clean-Up    Campaign 

Gott's  prayers  have  thus  far  gone 
unanswered.  Not  that  he  hasn't  tried. 
Since  taking  over  as  chairman  and 
president    from     Carter    Burgess    in 


early  1968,  Gott  has  added,  subtracted, 
multiplied  and  divided  program  after 
program  trying  to  make  sense  out  of 
a  mess  of  acquisitions  taken  on  when 
things  were  booming  and  AMF  stock 
was  good  merger  currency. 

First,  starting  in  late  1968,  he  be- 
gan to  close  down  obsolete  plants 
from  Brooklyn  to  Nottingham,  Eng- 
land, most  of  them  engaged  in  low- 
profit  contract  manufacturing. 

Gott's  next  move  was  to  audit  the 
company's  annual  $14-million  research 
and  development  program.  The  bulk 
of  the  money  was  concentrated  in  a 
research  center  in  Connecticut;  Gott 
spread  it  over  a  number  of  new 
projects  out  in  the  field. 

Finally,  Gott  refined  his  acquisition 
program  to  make  it  more  likely  to 
establish  the  dreamed-of  bridgehead 
that  would  grow  into  a  boom.  The 
promise  of  desalinization  led  him  in 

1968  to  acquire  Penfield  Manufactur- 
ing and  its  line  of  demineralizing 
equipment.  In  the  same  year,  in  a 
pass  at  the  leisure  market,  he  ac- 
quired Alcort,  Inc.,  maker  of  "Sailfish" 
and  'Sunfish"  fiber-glass  sailboats,  and 
motorcycle-maker  Harley-Davidson, 
with  1968  sales  of  $43  million  and 
earnings  of  $1.2  million.  Thus  far  in 

1969  AMF  has  acquired  an  engineer- 
ing firm,  an  electronics  company  and 
a  petrochemical  service  producer,  and, 
says  Gott,  "We  are  still  looking." 

In  Harley-Davidson,  although  he 
avoids  a  direct  answer  to  the  ques- 
tion, Gott  thought  he  was  also  getting 
a  line  of  motors  that  could  be  inter- 
changed into  AMF's  line  of  garden 
tractors  and  snowmobiles.  They 
couldn't.  But,  he  now  says,  he  ex- 
pects their  technology  to  allow  him 
one  day  to  develop  the  motors  he 
now  buys. 
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As  against  whatever  progress  Gott 
has  made,  nearly  18%  of  AMF's  vol- 
ume is  still  in  defense  work,  and  there- 
fore a  potential  victim  of  the  current 
defense  budget-cutting  mood  of  both 
Congress  and  the  country.  Again,  sales 
of  two  of  AMF's  oldest  lines,  bowl- 
ing pinsetters  and  tobacco  machines, 
continue  to  decline.  Moreover,  the 
company  has  at  least  its  share  of  mar- 
keting problems.  There  was  the 
splendid  garden  tractor  that  AMF  in- 
troduced in  mid-1968 — and  priced  at 
a  sales-chilling  $1,500.  That  same 
year  AMF  introduced   a   new   snow- 


mobile line  designed  to  compete  with 
Canada's  Bombidier,  whose  Ski-Do 
dominates  the  industry:  Half  the 
year's  output  is  still  in  the  warehouse, 
while  the  other  half  had  to  be  called 
back  to  replace  faulty  motors  and 
running  tracks. 

AMF's  bridgeheads  of  yesterday  all 
too  often  seem  to  be  shrinking.  The 
company's  much-publicized  AMFARE 
system,  which  was  to  have  completely 
automated  fast-food  restaurants,  has 
been  split  up  among  several  AMF 
divisions  in  order  to  salvage  something 
out    of    the    process.    An    air-cargo 


handling  system  has  never  got  beyond 
the  single  test  unit  built  for  Eastern 
Air  Lines.  Now  that  AMF  has  built 
23  nuclear  reactors — all  for  research, 
not  for  power — Gott  says  that  the 
market  seems  to  be  saturated.  And 
AMF's  research  into  such  areas  as 
oceanography  and  food  dehydration 
is  still  in  its  early  and  most  costly 
stages."  Expensive  monorail  research 
has  already  been  dropped. 

Gott's  strong  laxative  notwithstand- 
ing, AMF  is  still  a  long  way  from 
being  the  glamour  company  Gott 
wants  it  to  be.  ■ 


Spartans'  New  Game  Plan 

Sometimes  you  have  to  fall  back  before  you  toss  a  touch- 
down pass,  says  Charles  Bassine  of  Spartans  Industries. 


"I  view  myself  as  a  quarterback  of 
a  football  team,"  says  Charles  C.  Bass- 
ine, chairman  and  chief  executive  of 
$930-million  (sales)  Spartan  Indus- 
tries. "Before  I  go  forward,  I  have  to 
move  back  from  the  line  of  scrimmage." 
Bassine  has  been  quarterbacking  Spar- 
tans since  Spartans  Industries  and 
E.  J.  Korvette's  discount  stores 
merged  in  1966,  after  Korvette's  had 
dazzled  the  nation  with  innovations 
in  discounting,  and  then  began  dis- 
integrating as  its  problems  ran  away 
with  its  management. 

As  soon  as  he  took  over,  quarter- 
back Bassine  decided  that  there  were 
too  many  heavyweight  businesses  on 
the  line  for  the  brains  in  the  back- 
field.  Last  spring  he  sold  for  $12 
million  the  Hills-Korvette's  supermar- 
kets, not  because  he  thought  super- 
marketing  a  bad  business,  but  because 
he  didn't  think  Spartans'  management 
could  handle  both  supermarkets  and 
retailing.  He  had  lopped  off  Crank 
Drug  Stores.  Now,  after  signing  an 
antitrust  consent  decree,  he's  in  the 
process  of  selling  Spartan-Atlantic  Dis- 
count Stores. 

"We  have  no  interest,"  says  Bas- 
sine, "in  selling  millions  of  dollars  of 
goods  at  losses."  The  result  of  the  cuts 
has  been  that  Spartans  has  fewer  sales 
now  than  it  did  in  1966,  when  sales 
topped  $1  billion.  But  profits  are 
looking  better.  Under  Bassine,  operat- 
ing margins  rose  from  just  over  2%  in 
1966  to  close  to  4%  in  1968.  When 
fiscal  1969  figures  are  out  late  this 
month,  Bassine  expects  to  surpass 
1965's  record  $14-million  earnings, 
and  that's  before  capital  gains  from 
selling  the  supermarket  and  drug  chains. 

Bassine  has  done  more  than  cut 
bad  businesses  from  the  Spartans 
squad.  The  Korvette  discount  stores 
are    now    considerably    leaner.    "We 


made  a  very  minute,  detailed  ex- 
amination of  every  specific  depart- 
ment in  our  stores,"  says  Bassine,  "in 
respect  to  what  articles  we  were  sell- 
ing and  what  we  were  making  and 
losing  on  them.  The  results  of  these 
examinations  showed  that  we  were  in 
some  departments  for  no  good  and 
constructive  reasons." 

Bassine  decided  that  some  depart- 
ments should  be  leased,  even  though 
they  remained  under  Korvette  roofs. 
"For  instance,"  says  Bassine,  "we  are 
going  to  be  selling  a  lot  of  millineries 
in  the  future.  But  we  have  never 
failed  to  lose  money  in  the  millinery 
business.  Now  these  are  not  going 
to  be  our  sales.  They're  going  to  be 
the  lessees'  sales.  We  are  going  to 
have  a,  quote,  decrease  in  sales,  un- 
quote. But  we'll  also  have  an  increase 
in  profits."  As  the  lessor,  Korvette's 
gets  a  flat  fee  and  a  percentage  of 
the  gross.  Leasing  himself  out  of  diffi- 
cult situations  is  such  a  good  idea, 
Bassine  thinks,  that  he  is  now  ne- 
gotiating to  lease  Korvette's  $5-million 
furniture  business. 

Bassine  is  also  cutting  down  on 
excess  floor  space.  "Our  stores  in  most 
cases  have  been  too  big,"  he  says. 
"We  compounded  the  error  by  having 
too  much  storage  space  in  relation- 
ship to  selling  space.  We  have  stores 
of  230,000  square  feet  doing  accept- 
able volumes  that  we  think  can  be 
done  in  150,000  square  feet." 

Rebuilding 

In  effect,  Bassine  has  been  shrink- 
ing Spartans  for  the  last  three  years. 
"In  the  remainder  of  1969,"  says 
Bassine,  "I  have  two  things  to  do — 
the  furniture  thing  and  the  disposition 
of  Allans.  But  they're  both  off  my 
desk  in  the  hands  of  the  technicians. 
My   own    shrinkage   career   is   over." 


Bassine  has  approved  a  plan  to 
build  40  new  Korvette  stores  by 
1973,  almost  doubling  the  present 
number.  That's  only  part  of  his  new 
game  plan.  "I  hope  and  pray,"  he 
says,  "that  by  July  31,  1970  you  will 
be  looking  at  the  management  struc- 
ture of  E.  J.  Korvette  as  one  division, 
Spartans  Manufacturing  as  a  second 
division,  and  a  third  division — which 
is  in  the  process  of  organization — 
something  we  call  financial  services." 

For  while  shrinking,  Bassine  has 
been  building  up  cash  resources  from 
the  sales  of  businesses;  a  greater  cash 
flow  from  increased  profitability;  a 
real-estate  deal  that  has  made  him 
the  owner  of  the  property  on  which 
48  stores  are  located  (permitting 
amortization);  and  the  sale  of  $22 
million  of  stock  in  Alexander's  stores. 
"We  will  have  more  money  than 
we  can  physically  employ  in  the 
expansion  of  our  Korvette  division," 
Bassine  says.  "It's  only  so  fast  that 
you  can  pick  sites,  put  up  buildings, 
and  staff  stores."  Bassine  intends  to 
make  the  cash  his  stake  for  creating 
financial  services.  Some  possibilities 
are  leasing  and  financing  small  busi- 
nesses. And  among  the  financial  ser- 
vices will  be  some  that  don't  depend 
on  Spartans'  ready  cash. 

"For  three  years,"  says  Bassine, 
"we  spent  a  bloody  fortune  develop- 
ing the  most  exquisite  kind  of  finan- 
cial controls  to  get  Spartans  straight- 
ened out.  We  overreacted.  We  have 
an  overcapacity  of  EDP  up  and  down 
the  line  in  computer  time  and  pro- 
gramming ability."  Bassine  will  sell 
computer  services,  just  as  he's  now 
selling    Korvette's  security    system. 

How  big  will  this  third  team  be? 
"One  enthusiastic  member  of  our 
team,"  says  Bassine,  "thinks  that  we're 
going  to  have  this  bigger  than  the 
other  two  things  we're  doing.  Well, 
perhaps.  I'd  say  that  each  year  we 
will  have  a  significant  increase  in 
capacity.  In  three  years  we  should 
be  established." 

To  Bassine,  that's  not  punting.  ■ 
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Transco, 
c  the  gas  transmission  company 
with  continuous  investment  in  growth. 


We  started  20  years  ago  as  one  company  with  one  service.  Nat- 
ural gas  transmission.  We  are  still  one  company  with  one  service. 
Natural  gas  transmission. 
But  we're  now: 
-  A  $  1  -billion-plus  company  with  a  new  plant  investment  approach- 
ing half  a  billion  dollars  in  three  years. 


GROSS  PLANT  INVESTMENT 

1969 

($165 

$1.5  billion  (approx.) 
million  for  expansion/construction) 

1968 

($167 

$1.3  billion 
million  for  expansion/construction) 

1967 

($132 

$1.2  billion 
million  for  expansion/construction) 

•A  corporation  with  59,000  shareowners. 

•A  pipeline  system  that  totals  more  than  8,500  miles.  From 
Texas  through  the  mushrooming  Southeast  along  the  Atlantic  sea- 
board and  up  througb  the  Northeast  megalopolis. 

By  pioneering  the  use  of  large-diameter  pipe,  we've  been  able  to 
deliver  gas  at  the  lowest  rates  in  Transco's  marketing  areas :  The  dens- 
est population  area  in  the  U.  S.,  with  the  lowest  saturation  in  the  use 
of  gas. 

A  built-in  growth  potential.  For  Transco.  And  for  Transco's 
major  customers,  some  of  the  highest  rated  utility  companies  in 
the  country.  , 

Our  profitability  and  growth  records  are  among  the  best  in  the 
industry  In  1958,  earnings  from  operations  rose  for  the  16th 
straight  year.  An  average  increase  of  12%  a  year  strictly  from  pipe- 
line operations. 

Will  we  continue  to  grow  without  acquisitions  or  mergers? 

Transco's  President,  James  B.  Henderson: 

"Our  decisions  not  to  diversify  are  based  on  the  principle  that  we 
put  our  funds  to  work  where  they  will  do  the  most  good  for  our  stock- 
holders If  we  see  an  opportunity  to  do  better  than  we  have  been 
able  to  do  in  the  transportation  of  natural  gas,  we  will  consider  that 
proposal  seriously  and  without  prejudice." 

Transco,  the  gas  transmission  company  that  performs. 

Transcontinental  Gas  Pipe  Line  Corporation,  Houston,  Texas. 
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Whose  Need  Is  Greater? 

It  was  only  $11  million.  But  when  Potomac  Electric  Power 
looked  at  its  expansion  budget  and  the  cost  of  money. . . . 


What?  An  electric  utility  that  omits 
its  dividend?  Impossible,  you  say.  For 
investors,  dividends  are  what  utilities 
are  all  about.  Well,  there  is  one  and 
a  big  one,  Potomac  Electric  Power 
Co.  of  Washington,  D.C. 

Until  this  summer,  Pepco,  whose 
territory  slops  over  into  Maryland  and 
Virginia,  hadn't  missed  a  cash  divi- 
dend since  1904.  But  in  July  the 
board  "temporarily"  passed  the  27M- 
cent  dividends  that  would  have  been 
payable  in  the  next  two  quarters  in 
favor  of  a  single  payout  equivalent  to 
3/8%  in  stock.  The  pennypinching 
didn't  help  Pepco  stock  any.  In  two 
months,  the  price  dropped  27%  to  a 
recent  13. 

Like  every  utility  company  today, 
Pepco  has  money  problems.  Whether 


it  wants  to  or  not,  it  must  expand  to 
meet  the  needs  of  its  area.  Its  presi- 
dent, Stephen  R.  Woodzell,  60, 
recently  declared  that  in  1989  "fol- 
lowing 73  years  of  existence,  the 
company's  total  investment  in  plant 
was  approaching  the  $l-billion  mark. 
It  is  now  faced  with  adding  three- 
fourths  of  a  billion  dollars  in  five 
years."  This  year  alone  Pepco  expects 
it  will  be  spending  $144  million.  As 
for  the  total  longer-range  program  of 
$755  million,  about  $650  million  will 
have  to  come  from  outside  at  today's 
sky-high  interest  rates. 

Bad  enough?  Pepco  also  operates 
in  a  goldfish  bowl.  Aside  from  the  in- 
flation-watchers in  the  nation's  capital, 
it  must  also  deal  with  tight-fisted 
regulators  in  Maryland  and  Virginia. 


In  February  Pepco  asked  for  nearly 
$19  million  in  rate  hikes.  Nothing 
happened,  so  in  May  Pepco  came 
back  to  ask  for  $6  million  more  to 
reflect  further  rises  in  costs  and  in- 
terest rates.  Whether  it  will  get  the 
full  increase  remains  in  doubt.  And 
.  even  if  it  does,  costs  may  well  be 
still  higher  when  approval  comes 
through. 

NoJ  a  pretty  picture.  President 
Woodzell  is  somewhat  embarrassed 
because,  in  the  postwar  years  especial- 
ly, Pepco  had  been  consistently  rais- 
ing its  cash  payout.  And  by  last  year 
the  company's  average  yield  was  back 
up  to  a  neat  5.6%.  Woodzell  says  that 
he  will  restore  cash  dividends  if  he 
gets  his  rate  increases.  In  the  mean- 
time, the  dividend  omission  will  save 
Potomac  Electric  about  $10.6  million 
this  year.  The  money  is  sorely  needed, 
to  be  sure.  But  it's  also  a  saving 
that  is  made  at  a  undetermined  cost 
in  investor  attitudes  toward  the 
company.  ■ 


Keep  'Em  Guessing 

What's  a  good  way  to  keep  all  your  top  executives 
alert  and  hard  driving?  Make  your  own  job  the 
prize   as   CNA    Financial's  Reeder  is  doing  now. 


While  most  in  the  insurance  industry 
were  just  talking  about  diversifying, 
CNA  Financial  Corp.'s  Howard  C. 
Reeder  was  busy  doing  it.  Two  years 
ago  he  set  up  CNA  as  a  holding 
company  for  his  Continental  Casualty 
Co.  and  Continental  Assurance  Co. 
Since  then,  Reeder  has  bought  into 
mutual  funds  (Tsai  Management  & 
Research  Corp.),  small  loans  (Gen- 
eral Finance  Corp.),  nursing  homes 
and  health  supplies  (Kane  Financial 
Corp.),  homebuilding  (Larwin 
Group)  and  leasing  (CNA  Nuclear 
Leasing   Inc.). 

All  these  deals  make  sense.  Mutual 
funds  are  the  perfect  antidote  for  lag- 
ging life-insurance  sales  (Forbes, 
Aug.  15).  Health  is  one  of  the  fastest- 
growing  industries  around.  Home- 
building's biggest  bugaboo  is  tight 
money,  and  CNA  (assets:  $3.2  billion) 
has  plenty  of  capital.  The  latter  also 
will  come  in  handy  in  its  small-loan 
and  leasing  businesses.  The  new  com- 
panies make  an  important  contribu- 
tion  to   CNA's   earnings — about    15%. 

But  Reeder  faces  a  serious  problem 
as  he  makes  new  acquisitions.  He 
has  to  run  all  these  diverse  busi- 
nesses with  what  for  the  most  part  is 
an  insurance-oriented  management. 

The  problem  is  all  the  stickier  be- 
cause he  himself  retires  in  1971.  How- 


ever, Reeder  says  he  isn't  concerned 
about  picking  his  successor.  In  fact, 
he  has  turned  his  problem  into  an 
advantage.  "I'm  not  really  worrying 
about  it,"  he  says.  "I  could  make  any 
one  of  five  choices  and  they'd  all  be 
good."  That  doesn't  mean  that  he 
isn't  thinking  about  it. 

"When  the  time  comes,"  he  goes 
on,  "I  hope  to  have  a  better  idea  of 
what  my  own  job  is.  Is  it  an  adminis- 
trative job?  Is  it  a  coordination  job? 
Or  is  it  a  dreamer's  job?  I  don't 
think  we  ourselves  quite  know." 

Ouf  with   the  Old  Breed 

If  CNA's  next  chairman  is  an  in- 
surance man,  Reeder  says  that  he 
won't  be  wedded  to  the  past.  "In- 
surance executives  of  the  late  Fifties 
— and  I  put  myself  in  that  class — are 
a  little  hidebound,"  he  says.  "I  would 
hope  that  that  kind  of  man  wouldn't 
even  be  running  an  insurance  com- 
pany today." 

Nor  will  the  next  chairman  have  to 
share  the  throne  as  Reeder  himself 
did.  "We  had  co-chairmen  at  Con- 
tinental [Reeder  and  Roy  Tuchbrei- 
ter,  who  retired  in  1966]  for  years 
and  that  doesn't  work.  He  [Tuch- 
breiter]  could  make  the  decision  to 
let  me  make  the  decision,  but  then 
he  was  always  unhappy." 


Reeder  makes  the  job  sound  very 
attractive.  But  to  keep  everyone  hop- 
ping, he  then  is  careful  not  to  unin- 
tentionally single  out  one  of  his  many 
candidates:  "If  you're  going  to  name 
names,  you  might  as  well  go  down 
the  list."  He  starts  off  with  the  head 
of  Larwin,  Larry  Weinberg,  who, 
along  with  his  brother,  got  13%  of 
CNA's  stock  for  selling  their  company 
last  summer:  "He  is  a  man  with  a 
good  many  of  the  characteristics  our 
directors  want  in  a  chairman." 

Then  he  ticks  off  six  other  names: 
Gerald  Tsai  Jr.,  who  besides 
running  Manhattan  Fund  heads 
CNA's  acquisition  team  (Tsai  was  in- 
strumental in  the  Larwin,  Kane  and 
leasing  deals ) ;  Alvin  Zises,  head  of 
CNA  Nuclear  Leasing,  just  ac- 
quired this  month;  Louis  I.  Kane  of 
Kane  Financial;  and  three  insurance 
vice  presidents,  David  G.  Scott,  who 
has  the  job  of  integrating  acquired 
companies  into  CNA,  Jacque  W. 
Sammet,  and  Richard  H.  Samuels. 

So  far  Reeder  has  kept  it  a  wide- 
open  race,  but  within  CNA,  rumors 
about  his  successor  constantly  pop 
up.  "I've  heard  that  it's  a  fait  ac- 
compli with  Mr.  Tsai,"  Reeder  notes. 
"If  it  is,  it's  a  secret  to  me  and  I'm 
sure  it  is  to  our  board.  On  the  other 
hand,  Mr.  Tsai  was  told  that  the  fact 
that  he  was  Oriental  wouldn't  elimin- 
ate him.  He  was  told  there  was  no 
crown    prince." 

Besides  that,  at  the  rate  Reeder  is 
acquiring  new  companies  and  new 
talent,  there  may  be  several  more 
candidates  by  1971.  ■ 
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Nothing  personal,  Santa. 

But  we're  trying  to 
do  away  with  chimneys. 

America  s  utilities  want  to  make  smokestacks  and  smoke 
a  thing  of  the  past.  General  Electric  nuclear  power  will  help. 

C'mon  now,  Santa.  You'd  figure  out  how  to  make  your  Christmas  deliveries, 

even  if  there  weren't  a  single  chimney  in  America. 

We'll  never  get  rid  of  them  all.  But  there's  a  way  to  get  rid  of  many.  All-electric  living. 

We're  well  on  our  way  to  all-electric  living  right  now. 

In  the  1960's  the  nation's  utilities  produced  twice  as  much  electricity  as  in  the  50's. 

In  the  70's  it  will  be  four  times  as  much. 

Nuclear  power  is  playing  a  more  and  more  important  part  in  this  move. 

It  was  only  twelve  years  ago  tkat  the  first  nuclear  power  plant  was  built  by  General  Electric. 

Yet  today  there  are  44  GE  nuclear  plants  built  or  being  built  for  utilities. 

Because  not  only  is  nuclear  power  an  efficient  way  to  make  electricity ...  it  is 

also  an  economical  way.  And  a  clean  way. 

So  it  makes  all-electric  living  not  only  likely,  but  also  very  worthwhile. 

Think  of  what  that  would  do  for  the  air-pollution  problem.  Electric  heating  without 

smoking  chimneys.  Electric  mass  transit  without  fumes. 

Maybe  even  electric  cars  without  exhausts. 

Now  that's  a  clean,  clear  bit  of  progress  worth  going  out  of  your  way  for— eh,  Santa? 


Progress  is  our  most  important  product 

GENERAL®  ELECTRIC 


Rematch 

You'd  think  that  giant  General  Motors  could  easily  break  into  any 
automotive  machinery  business.  But  16  years  of  history  say  otherwise. 


General  Motors  last  year  had  sales 
of  nearly  $23  billion;  Caterpillar  Trac- 
tor's sales  were  only  $1.7  billion — 
less,  in  fact,  than  GM's  profits.  But 
when  GM  talks  about  Caterpillar, 
it  speaks  in  tones  of  deepest  respect. 
Says  Peter  K.  Hoglund,  the  42-year- 
old  second-generation  GM  executive 
(his  father  was  with  GM's  overseas 
operations)  who  last  year  became 
head  of  GM's  earthmoving  equip- 
ment division:  "There's  no  doubt  that 
our  goal  is  that  yellow  guy  in  Peoria, 
but  we  have  to  be  realistic.  So  let's 
be  a  good,  solid  second  before  worry- 
ing about  being  first." 

Behind  this  diffidence,  so  unusual 
for  a  GM  man,  lies  16  years  of  frus- 
trating history.  In  1953  GM  bought 
Euclid  Road  Machinery  Co.,  the 
biggest  maker  of  off-highway  dump 
trucks,  and  set  out  to  challenge  Cater- 
pillar's lead  in  construction  equip- 
ment. In  jig  time  crawler  tractors, 
scrapers  and  front-end  wheel  loaders 
were  added  to  the  Euclid  line.  With 
its  riches  in  money,  management, 
manufacturing,  distribution  and  re- 
search and  development,  GM  seemed 
to  have  all  the  ingredients  for  a 
successful  invasion  of  the  field. 

Yet  today  GM's  earthmoving  equip- 
ment division  still  ranks  only  fifth  or 
sixth  in  construction  machinery;  its 
sales  this  year  will  be  only  about  $140 
million  vs.  nearly  $2  billion  for  Cater- 
pillar. Its  product  line  is  woefully  in- 
complete and  includes  some  outdated 
models;  it  has  a  poor  reputation  in 
the  vital  area  of  parts  and  service; 
and  its  many  engineering  innovations 
have  often  been  used  more  success- 
fully by  its  competitors  than  by  itself. 
In  short,  for  all  its  size  and  vaunted 
expertise,  GM  stumbled  badly. 

How  Come? 

It  would  be  simple  to  attribute 
GM's  troubles  with  Euclid  to  the 
antitrust  suit  filed  by  the  Government 
in  1959.  A  nine-year  fight  followed, 
which  was  settled  only  last  year  with 
the  sale  of  the  Euclid  name  and  U.S. 
line  of  dump  trucks  to  White  Motor 
Corp.  No  doubt  this  seriously  ham- 
pered GM's  growth  in  the  field.  But 
it  would  be  misleading  to  ignore  the 
internal  errors  that  GM  made. 

One  basic  problem  was  that  Euclid's 
managers,  who  came  with  the  ac- 
quisition, were  accustomed  to  running 
a  small,  independent  company,  not  a 
division  of  a  huge  corporation.  They 
were  accustomed  to  getting  all  of  top 
management's    attention,    not    having 
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to  compete  for  it  with  managers  of 
other  and  larger  divisions.  Not  until 
late  1963  did  the  division  get  a  GM- 
trained  manager,  Robert  E.  Hunter 
( who  later  became  president  of  Philco- 
Fprd).  And  GM's  top  management 
consisted  of  automen  who  all  too 
often  did  not  understand  the  special 
needs  of  construction  equipment. 

Paradoxically,  R&D  was  both  the 
division's  strongest  and  weakest  area. 
It  developed  many  designs  that  are 
now  widely  used  across  the  industry, 
such  as  planetary  final  drive,  hydraulic 
actuation  of  scrapers  and  the  hinged 
frame  for  wheel  loaders.  But  these 
designs  were  often  insufficiently  tested, 
with  the  result  that  machines  fre- 
quently broke  down  in  the  field.  To 
make  matters  worse,  the  division 
lacked  the  service  and  parts  facilities 
to  speed  repairs,  which  the  dealers 
were  often  ill-equipped  to  make  any- 
way. Much  of  the  real  benefit  of  the 
R&D  was  reaped  by  competitors  like 
Caterpillar,  which  adopted  and  per- 
fected GM's  innovations. 

Even  the  final  settlement  in  Jan- 
uary of  1968,  which  lifted  the  anti- 
trust cloud  from  the  division,  man- 
aged to  hurt  it.  In  February  of  1967 
Hunter  and  his  old  friend  and  boss 
Semon  "Bunkie"  Knudsen,  then  GM's 
executive  vice  president  for  nonauto- 
motive  operations,  reassured  their 
worried  dealers  that  GM  would  not 
break  up  the  division  without  a  long 
fight.  But  less  than  a  year  later  the 
settlement,    involving    divestment    of 


Try  Again.  Pete  Hoglund  (above)  has  more  problems  than  just  getting 
customers  used  to  the  new  Terex  name.  For  example,  even  after  his  new 
engineering  center  is  fully  operational  early  next  year,  Hoglund  can't  hope 
to  come  anywhere  near  Caterpillar's  estimated  $75-million  R&D  budget. 
But  he  must  nonetheless  manage  to  improve  and  expand  his  current  line. 


All  our  bankers  aren't  bankers,  anymore. 


Some  are  professional  factors,  some  experts  in 
leasing,  mergers  and  acquisitions,  financial  coun- 
seling or  real  estate.  We  look  at  it  this  way: 

A  multi-billion  dollar  bank  such  as  ours  simply 
can't  afford  to  sit  back  comfortably  on  its  padded 
leather  armchair  and  merely  make  conventional 
loans  to  existing  customers. 

Not  when  customers  have  to  look  elsewhere  for 
help  with  more  specialized  financial  transactions. 


And  not  when,  with  a  little  effort,  we  could 
provide  that  help  ourselves. 

At  First  Pennsylvania  Bank,  we're  not  content 
to  hand  our  customers  half  an  apple. 

That's  why  we've  gone  out  and  hired  estab- 
lished experts  in  financial  areas  closely  related  to 
banking. 

And  that's  why,  when  you  do  business  with  us, 
you  may  end  up  not  doing  business  with  a  banker. 

First  Pennsylvania  Bank 

The  First  Pennsylvania  Banking  and  Trust  Company 
15th  and  Chestnut  Sts..  Philadelphia,  Pa.  19101 
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SURVEY 

San  Antonio's 

Unique 
R&D  Facilities 


San  Antonio  has  an  ideal  environ- 
ment for  Research  and  Develop- 
ment. 

It's  a  "City  of  Science"  and  the 
home  of  Southwest  Research  Cen- 
ter, one  of  America's  foremost 
research  and  development  organi- 
zations. Its  staff  of  1400  is  en- 
gaged in  research  in  basic  and 
engineering  sciences. 

The  Aerospace  Medical  Division's 
School  of  Aerospace  Medicine  at 
Brooks  AFB  is  another  of  many 
scientific  research  complexes  in 
San  Antonio. 

The  7  accredited  institutions  of 
higher  learning  combined  with 
existing  R&D  facilities  and  more 
than  850  manufacturing  activities 
provide  ample,  diversified  talent. 
San  Antonio's  unique  charm,  mild 
year  'round  climate  and  superb 
living  conditions  attract  and  keep 
professional  and  technical  people. 


foeeWWe 


Write  for  San  Antonio  Plant  Location 
Facts  on  your  letterhead  in  confidence 
to:  0.  W.  Sommers,  General  Manager 

Cow  Pdobild©  Zmmm  Bmm 

■Hi  ELECTRICITY  AND  NATURAL  GAS  MMH 

'Partners  with  you  for  Better  Business* 

SAN  ANTONIO.  TEXAS  78208 


the  Euclid  name  and  dump  truck  line, 
was  announced.  Knudsen  quit  almost 
immediately,  Hunter  a  few  months 
later.  "The  dealers  will  never  believe 
me  again,"  he  told  associates. 

Back  to  the  Attack 

But  all  that  is  now  past  as  the 
division,  with  Hoglund  having  re- 
placed Hunter,  mounts  a  new  attack 
on  entrenched  Caterpillar.  "Pete  Hog- 
lund," says  an  automotive  executive 
who  knows  them  both,  "brought  a 
sense  of  enthusiasm  to  his  job — in  con- 
trast to  Hunter — and  he's  better  ac- 
cepted by  the  people  working  there." 

The  division  itself  seems  better  ac- 
cepted by  GM's  top  brass.  "We're 
getting  all  the  time  and  attention  and 
support  right  up  to  the  top  that  we 
need,"  says  Hoglund.  "We've  never 
had  this  degree  of  support  before, 
and  it's  tremendous." 

Hoglund  will  need  all  the  support 
he  can  get,  to  judge  from  the  number 
of  problems  he  faces.  For  example, 
he  must  improve  the  quality  of  his 
present  products  while  introducing  a 
spate  of  new  ones:  "What  we  have 
to  do,"  he  says,  "is  continue  our 
innovations  but  test  and  debug  them." 
He  must  build  customer  acceptance 
of  the  division's  new  Terex  brand 
name  (derived  from  the  Latin  words 
meaning  "earth  king").  Above  all,  he 
must  strengthen  his  dealers  and  their 
parts  and  service  capabilities. 

However,  the  division  has  come  far 
since  the  days  when  Euclid  dealers 
were  "bird  dogs" — independent  agents 
who  found  prospective  buyers  and 
then  called  in  factory  men  to  close 
the  sale.  Today  the  division  boasts 
115  U.S.  outlets.  "Except  for  Cat,"  says 
Sales  Manager  Emmett  Lewis,  "no 
dealer  organization  is  as  strong  as 
ours.  And  our  goal  is  to  become  just 
like  Cat." 

But  Terex  has  only  a  third  as  many 
outlets  as  does  Caterpillar.  And  even 
if  GM  grew  20%  a  year  in  earthmov- 
ing  equipment  and  Caterpillar  only 
10%,  it  would  take  30  years  to  close 
the  gap.  Meanwhile,  third-ranking 
Allis-Chalmers  (just  behind  Interna- 
tional Harvester)  has  new  manage- 
ment that  also  plans  to  compete  head- 
on  with  Caterpillar  (Forbes,  Aug.  1). 

Still,  it  does  make  sense  for  GM 
to  push  into  construction  equipment. 
It  is  a  big  market  (about  $5  billion 
worldwide);  it  has  been  growing 
faster  than  the  U.S.  automotive  mar- 
ket; and  it  has  been  yielding,  at  least 
to  some  companies,  a  return  on  equity 
of  15%-20%,  about  what  GM  makes 
in  aulos.  just  now  GM's  earthmoving 
equipment  division  is  making  little  if 
any  profit  because  of  the  high  cost  of 
its  expansion.  But  the  potential  is  there. 
Maybe  this  time  GM  can  exploit  it.  ■ 


Reynolds 
reviews  a 
very  special 
portfolio... 


Yours. 

For  the  asking. 

And  that  goes  whether  you  have 
10  stocks  worth  $50,000-or  50 
stocks  worth  $5,000,000. 

If  you'd  like  to  receive  the  most 
objective  analysis  we  can  make  of 
your  present  investment  program  — a 
seasoned  "outside"  appraisal  of  all 
your  current  holdings— we'll  be  happy 
to  supply  it. 

We  make  no  charge  for  this  service, 
and  you're  not  obligated  to  us  in  any 
way. 

We  just  happen  to  believe  that  you 
might  be  impressed  enough  by  the 
calibre  of  investment  thinking  in  a 
Reynolds  Portfolio  Review  to  sooner 
or  later  make  us  your  broker. 

Long  shot? 

Of  course  it  is. 

But  we're  perfectly  willing  to  take 
it,  if  you're  willing  to  write  for  our— 

confidential 
J>°rtfoIio  analysis 

Filled  in,  this  form  gives  us  all  the 
essential  information  we  need  to  turn 
out  the  only  kind  of  portfolio  analysis 
that  we're  willing  to  label  "Reynolds." 


Reyfiolds  &  Co. 

MEMBERS  NEW  YORK  STOCK  EXCHANGE 
AND  OTHER  LEADING  EXCHANGES 

120  BROADWAY,  NEW  YORK,  N.  Y.  10005 
OFFICES  COAST  TO  COAST 
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With  so  many  people  spurring  us  on,  we  can't 
afford  to  lose  our  balance 

Customers,  for  example... buying  more  guaranteed  products 
and  services  all  the  time  from  our  3600  retail  outlets... helping  to 
boost  our  sales  well  above  the  increase  in  national  demand.  And 
our  production  people. ..finding  and  producing  more  crude  oil  all 
the  time  (our  North  American  production  in  1968  was  up  over 
18%).  □  With  things  popping  at  both  ends,  there  could  be  a  lag 
in  between.  But  we're  well  along  with  a  major  expansion  pro- 
gram that  will  increase  the  output  of  one  refinery  by  45%  —  and 
double  its  capacity  to  produce  gasoline.  □  Well  be  tackling 
other  refinery  projects,  too  — in  keeping  with  a  long  range  plan 
that  keeps  both  ends  and  the  middle  growing  together  The 
kind  of  planning  that's  increased  our  earnings 
at  a  compound  annual  growth  rate  of  1 1 .2% 
over  the  past  five  years.  □  It  pays  to  keep 
your  balance. 


zing  together  The 
is    /  \ 

\MARATHONy 


EXPLORING  D  PRODUCING  d  TRANSPORTING  □  REFINING  Q  MARKETING  D  RESEARCHING  Q  ANO  GROWING 

MARATHON  OIL  COMPANY 

FINDLAY   OHIO 
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The  Old  Guard  Lives! 

The  Stuart  dynasty  has  ruled  Quaker  Oats  for  generations.  But 
that  doesn't  mean  the  current  scion  is  asleep— anything  but. 


This  may  be  the  age  when  the  Estab- 
lishment can  do  very  little  right,  but 
that  certainly  has  not  kept  Robert  D. 
Stuart  Jr.  from  transforming  crusty  old 
Quaker  Oats  into  a  modern  marketing 
company.  And  Stuart  could  scarcely 
be  more  Establishment.  At  53,  he  is 
of  the  fourth  generation  of  Stuarts  in 
Quaker  management  since  his  great- 
grandfather came  down  from  Canada 
in  1873  and  opened  an  oat  mill  in 
Cedar  Rapids,  Iowa. 

His  uncle  John  was  president  or 
chairman  of  the  company  for  34 
years;  his  father,  R.  Douglas,  held  top 
jobs  in  it  for  20  years.  Bob  Stuart 
himself  went  to  Princeton  and  Yale 
Law  before  joining  Quaker  in  1947, 
where  he  rose  to  the  presidency  after 
15  years.  But  all  that  tradition  has 
not  hindered  his  remaking  of  the  com- 
pany's fortunes. 

In  the  five  years  through  June, 
Quaker's  sales  rose  a  modest  28%  to 
$554  million;  but  its  earnings  from 
operations  were  up  81%  to  $25.7  mil- 
lion, or  $3.06  per  share,  while  its 
return  on  equity  climbed  from  11.8% 
to   14.4%.   Along  the  way,   according 


to  authority  John  C.  Maxwell  Jr.  of 
Oppenheimer  &  Co.,  Quaker  nearly 
doubled  its  share  of  the  slow-growing 
cold-cereal  market  and  ousted  Gen- 
eral Foods  from  the  No.  Two  spot  in 
pet  foods    (behind   Ralston  Purina). 

Revolutionary?  "There  have  been 
no  upheavals,"  says  Stuart.  "It's  been 
an  add-on  process.  We've  been  able 
to  take  the  Quaker  brand,  for  example, 
add  instant  oatmeal  to  it,  and  expand 
a  business  that  many  people  think  is 
on  the  skids."  Quaker's  hot  cereal 
business  is  up  34%  in  the  last  four 
fiscal  years.  Again,  while  Quaker  has 
sold  Aunt  Jemima  pancake  mix  since 
1926,  only  after  Bob  Stuart  came  in 
was  the  brand  extended  to  logical 
items  like  syrup  and  frozen  waffles. 

The  concept  is  simple:  Concentrate 
the  advertising  on  the  new  product 
with  the  old,  familiar  name.  The  new 
product  then  has  a  feedback  effect  on 
the  old — that  is,  Aunt  Jemima  syrup 
ads  plug  pancakes. 

In  the  bitterly  competitive  cold- 
cereal  business,  Stuart  has  concen- 
trated his  efforts  on  the  two  areas 
showing  some  growth — the  so-called 


Old  Timer.  Snoopy  Sniffer,  on  the  market  31  years,  is  to  toys  what  oat- 
meal is  to  cereal.  Its  maker,  Fisher-Price,  is  now  part  of  Quaker  Oats. 


nutritional  cereals  and  presweetened 
products.  Quaker's  nutritional  cereal 
Life  now  gets  about  2%  of  the  total 
cold-cereal  market,  while  its  pre- 
sweetened Cap'n  Crunch,  with  3.5%, 
"is  emerging  as  another  brand  we  can 
use  to  sell  other  products,"  says  Stuart. 
A  follow-up  cold  cereal,  Crunch- 
berries,  was  introduced  in  the  past 
year,  and  the  Cap'n  Crunch  trade- 
mark is  on  three  Burry  cookies. 

Pet  foods  have  been  Quaker's  fast- 
est-growing products  mainly  because 
the  total  market  has  jumped  46.8%  in 
the  last  three  years  to  over  $1  billion. 
But  Quaker,  helped  by  two  new 
"moist"  products,  Ken-L-Burger  and 
Ken-L-Ration  Special  Cuts,  has  also 
lifted  its  market  share,  from  11.4%  in 
1965  to  12.9%  in  1968. 

Stuart  has  subtracted  as  well  as 
added.  Just  as  General  Mills — 
which  seems  a  kind  of  model  for 
Stuart — dumped  unprofitable  flour 
mills,  so  Stuart  has  sold  marginal 
animal  feed  and  grain  storage  busi- 
nesses that  yielded  $125  million  in 
annual  sales  but  little  profit.  This 
pruning  brought  fiscal  1969's  sales  a 
shade  below  1967's,  but  sales  in  the 
continuing  businesses  were  up  17%. 

All  these  triumphs,  however,  are 
not  likely  to  leave  Stuart  a  prey  to 
boredom.  He  wants  bigger  shares  of 
the  pet-food  and  cold-cereal  markets. 
In  cold  cereals,  Quaker  is  a  poor 
fourth  behind  Kellogg,  General  Mills 
and  General  Foods,  which  all  have  a 
better  return  on  equity  than  Quaker. 

"We're  paying  more  attention  to 
acquisitions,"  says  Stuart.  "Our  target 
market  is  young  families."  Which  led 
him  to  his  acquisition  last  summer 
of  Fisher-Price  Toys  for  about  $50 
million  cash.  "Think  of  the  package 
backs  around  the  circuit,"  says  Stu- 
art, referring  to  the  possibility  of 
selling  F-P  toys  on  Quaker  boxes. 
"There  are  opportunities  here  even 
without  heavy  media  expenditures." 

Stuart  also  has  cooked  up  a  deal 
with  David  L.  Wolper  Productions 
for  movies  and  TV  specials  for 
children.  "We  can  have  a  piece 
of  the  action,"  he  says,  "and  there's 
the  opportunity  of  tying  in  characters 
that  would  relate  to  some  of  our  prod- 
uct lines."  He  also  has  bought  a  res- 
taurant operation  in  San  Francisco 
(Magic  Pan)  and  a  small  frozen-foods 
maker  (Celeste  Italian  Foods). 

Having  built  up  this  momentum, 
Stuart  seems  determined  that  Quaker 
must  not  slip  back  into  its  old,  con- 
servative ways.  "We're  constantly  try- 
ing to  push  down  decision-making  to 
younger  people,"  he  says. 

A  strange  way  for  an  Establish- 
ment man  to  be  talking,  but  maybe 
that's  how  it  got  to  be  the  Establish- 
ment in  the  first  place.  ■ 
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Safety  in  Asparagus 


Tired  of  hassling  with  giants,  William  R.  Tincher  hopes  he  has  found 
a  land  without  giants  where  Purex  can  hit  the  billion-dollar  mark. 


"I    WANT    TO    GET    AWAY    flOm    the    gi- 

ants."  emphasized  William  R.  Tincher, 
43-year-old  president  of  Purex  Corp., 
not  once  but  at  least  four  times.  In 
late  1965  the  competitive  squeeze 
from  the  "Big  Three" — Procter  & 
Gamble,  Colgate-Palmolive  and  Lever 
— was  causing  Purex'  per-share  earn- 
ings to  plunge  90'c  from  the  year  be- 
fore, down  to  11  cents  from  SI. 05. 
Then  alone  came  Tincher.  and  he  has 
almost  doubled  sales  since  then. 

Through  acquisitions  Tincher  raised 
Purex  sales  to  $333.8  million  in  fiscal 
1969  and  increased  earnings  to  a 
record  $1.53.  But  he's  still  worrying 
about  the  giants,  so  he  has  put  Purex 
into    a    new    area    where    the    giants 


wouldn't  want  to  go.  By  next  June, 
Purex  plans  to  market  nationally 
branded  fresh  vegetables,  "Freshpict 
Foods,"  in  supermarkets. 

Tincher  admits  there  are  good  rea- 
sons why  the  giants  don't  get  into 
asparagus  and  celery — like  weather 
and  price  fluctuations — but  based  on 
what  he  calls  an  "averaging  approach," 
he  thinks  Purex  has  found  a  way  to 
offer  grocers  the  produce  at  a  fixed 
price  for  the  entire  year.  "Our  idea 
was  that  being  in  many  locations — 
we  have  over  45,000  crop-acres  now 
and  plan  to  lease  more — with  many 
different  products  would  offset  the 
pricing  and  weather  conditions.  We 
studied    Department    of    Agriculture 


reports  for  ten  years  back  to  get  a 
package  projection  for  each  product 
based  on  average  losses.  We  came  up 
with  a  10%  pretax  margin  for  this 
produce  line.  This  is  practically  our 
corporate  pretax  margin  for  Purex  as 
a  whole,  so  we  went  right  into  it." 
At  the  end  of  the  fiscal  year  in  June 
Purex'  agricultural  operations  already 
had  an  annual  sales  rate  of  $50  mil- 
lion, and  Tincher  predicts  this  latest 
venture  will  double  that  volume  in  18 
to  24  months. 

It  might  be  that  after  the  celery  and 
asparagus  Tincher  plans  to  start  look- 
ing for  many  other  little  niches,  be- 
cause he  plans  to  hit  a  billion  dollars 
in  sales  in  two  to  five  years  with 
$50  million  to  $55  million  on  the 
profit  line  vs.  $15  million  in  fiscal 
1969.  When  he  hits  that  level,  he 
won't  be  able  to  avoid  the  giants. 
But  by  that  time  he  won't  have  to 
worry — Purex  will  be  a  giant  itself.  ■ 


Shattered  Dream 

Avnet  was   the   company  that  couldn't  lose,  no  matter 
what  the  economy  did.  Or  so  founder  Lester  Avnet  thought. 


C\llinc;  your  company  recession- 
prool  doesn't  necessarily  make  it  so, 
.is   Lester   Avnet,  who  just   gave  up 

the  chairmanship  at  Avnet  Inc.,  found 
out.  Avnet  took  his  small  (sales:  $5 
million)  family-owned  electrical  and 
electronics  distributing  firm  public  in 
L959,  made  dozens  of  small  acquisi- 
tions, and  by  1965  saw  his  prediction 
that  Avnet  Inc.  would  break  ^100 
million  in  sales  come  true. 

Profits  followed  the  same  trend, 
and  Lester  Avnet  was  riding  so  high 
that  last  year  he  predicted  $1  billion 
in  sales  by  1975.  But  while  sales 
jumped  once  more  in  the  fiscal  year 
ended  June  30  (by  9%,  to  $252  mil- 
lion), for  the  first  time  profits  drop- 
ped from  SIS  million  to  $14  million, 
or  from  $1.38  to  $1.02  per  share. 
Shareholders'  return  on  equity  slumped 
from  30.1%  to  15.) 

For  Lester  Avnet,  a  strong-willed, 
ebullient  man  fond  of  giving  analysts 
and  the  news  media  his  formulas  for 
personal  and  corporate  success,  this 
was  a  heavy  blow.  Not  well  in  recent 
years,  he  fell  seriously  ill,  and  last 
month  the  title  of  chief  executive  of- 
ficer passed  to  Max  Alperin,  presi- 
dent, who  came  along  with  Carol 
Wire  &  Cable  when  it  was  acquired 
last  year.  The  post  of  chairman  is 
still  vacant. 

There  were  tremors  even  before  the 
shakeup.  In  the  spring,  Lester  Avnet 
went    after    a    big    company    for    a 


Alperin    of    Avnet 

change — Youngstown  Sheet  &  Tube. 
But  Lykes  got  there  first,  and  a  month 
after  the  deal  collapsed,  Morton 
Weiner,  Alperin's  predecessor  as  Avnet 
president,  left  the  company  to  go  into 
business  for  himself.  Amicable  parting 
of  the  ways,  says  Weiner;  others  are 
not  so  sure. 

Alperin  inherited  the  job  at  a  time 
when  two  of  Avnet's  key  markets — 
color-TV  tubes  and  aerospace — turned 
down.  An  anticipated  color-TV  boom 
led  the  industry  to  tool  up  for  sales 


gains  thaf  never  came,  and  frantic 
price-cutting  followed.  Says  Alperin: 
"All  our  costs  were  going  up,  but 
we  were  cutting  prices  by  $35  or  $40 
a  tube." 

Cutbacks  in  aerospace  R&D  hurt 
the  electronic  and  electrical  connec- 
tor business.  To  make  things  worse, 
a  five-week  strike  hit  one  Avnet  divi- 
sion, and  the  long  dock  strike  this 
spring  affected  imports  by  another. 

No  Turnaround  Yet 

Alperin  has  no  magic  formulas  for 
a  turnaround,  and  doubts  that  the 
first  two  quarters  of  this  fiscal  year 
will  show  much  improvement.  He 
thinks  maybe  the  present  three-divi- 
sion setup  is  unwieldly;  he  might 
change  it  to  five  to  take  account  of 
all  businesses  Avnet  is  in — auto  re- 
placement parts,  TV  antennas,  semi- 
conductors, cable  accessories  and 
many  others. 

Continuing  Lester  Avnet's  policy  of 
making  small  acquisitions,  Alperin  has 
made  three  in  his  first  month. 

"With  our  stock  where  it  is  [re- 
cently 12,  down  from  40  last  year], 
it's  not  easy  to  do  anything  big  in  ac- 
quisitions," says  Alperin.  But  he  hopes 
for  better  earnings  for  the  full  year. 

Lester  Avnet  often  told  security 
analysts  that  Avnet  Inc.,  couldn't  fail 
because  of  its  strong  position  in  after- 
markets;  that  is,  so  many  of  its  prod- 
ucts were  replacement  parts  rather 
than  original  parts.  "If  there's  a  reces- 
sion, our  business  takes  off,"  he  used 
to  say.  With  the  stock  down  over  60% 
in  a  little  more  than  one  year,  many 
stockholders  wonder  what  Lester  Av- 
net would  call  a  recession.  ■ 


FORBES,  OCTOBER  15,  1969 


71 


As  We  See  It 

Will  There  Ever  Be 
a  Housing  Boom? 


John    W.   Gardner 


Eugene   S.   Calender 


Recently  Wall  Street  has  been  pushing  the  view  that  a  great 
housing  and  city-rebuilding  boom  was  looming  in  the  late  Sixties 
or,  as  time  passed,  the  Seventies.  The  theory  holds  that  the  long 
slowdown  in  home-building— new  housing  starts  will  soon  be 
down  to  an  annual  rate  of  less  than  1  million,  vs.  a  U.S.  need  of 
at  least  2.6  million— would  inevitably  end  as  the  housing  indus- 
try responded  to  a  combination  of  population  growth  and  eco- 
nomic need.  In  the  process,  of  course,  buyers  of  building  mate- 
rials stocks  would  be  in  clover. 

Will  there  really  be  such  a  boom?  Doubts,  serious  doubts  are 
beginning  to  arise.  Among  authorities  who  take  a  skeptical 
view  are  two  of  the  top  leaders  of  the  Urban  Coalition,  the  most 
prestigious  group  attacking  the  housing  problem  at  its  most 
critical  point,  our  cities.  They  are:  UC  Chairman  John  W.  Gard- 
ner, former  Secretary  of  Health,  Education  &  Welfare  and  one- 
time head  of  the  Carnegie  Foundation;  and  former  Harlem  Pres- 
byterian minister  Dr.  Eugene  S.  Callender,  now  on  leave  as 
deputy  head  of  New  York  City's  Housing  and  Development 
Administration  to  be  president  of  the  New  York  Urban  Coalition. 


We  hear  increasing  doubts  as  to 
whether  this  housing  boom  will  ever 
come,  whether  our  cities  ever  will  get 
rebuilt.  The  old  idea  that  "after  Viet- 
nam everything's  going  to  be  all  right" 
seems  to  be  fading.  After  all,  how  can 
you  get  the  building  you  need  when 
building  codes  arc  obsolete,  construc- 
tion costs  have  soared  out  of  control, 
when  unions  block  new  technology 
and  deliberately  create  a  shortage  of 
labor?  Money's  only  one  barrier. 

Gardner:  Yes.  There  is  such  an  inter- 
woven web  of  resistances  in  the  hous- 
ing problem,  so  many  barriers,  that 
we  won't  break  through  it  unless  we 


have  a  real  big  push.  You're  talking 
about  real-estate  people,  and  unions, 
and  city  councils,  and  action  at  the 
state  level,   and   all  kinds  of  things. 

What's  the  way  out? 

Gardner:  I  think  one  of  the  conse- 
quences of  the  great  fragmentation  of 
the  housing  industry  is  that  a  lot  of 
these  rigidities  have  only  been  tested 
at  the  local  level,  and  not  with  very 
great  force  or  impact  or  public  re- 
view. There's  been  no  national  debate 
on  this  subject.  It's  very  hard  to 
debate  something  that's  broken  up 
into    countless    fragments,    where    all 


the  battles  are  little  local  battles:  It 
has  never  been  pulled  to  the  national 
scene  as  something  you  do  debate. 

So  you  think  building  codes  and  the 
like  should  be  a  national  issue,  like, 
say,  policing  of  the  securities  industry? 

Gardner:  If  there  were  a  real 
issue  nationally  about  performance 
standards  and  building  codes,  you'd 
get  a  kind  of  public  pressure  that 
you've  never  had  before.  That's  why 
we  ought  to  do  this  on  a  big  scale — 
because  we  have  to  move  on  a  lot 
of  fronts  simultaneously.  What  we 
need    is    a    national    commitment,    a 
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\bu  won't  find  TRW  on  the  map. 
But  we're  all  over  the  globe. 


'TRW  is  an  international  growth 
company  with  more  than  80,000 
people  in  over  300  locations 
around  the  globe. 

For  example,  we're  just  as  much 
at  home  making  steering  wheels  in 
England  or  piston  rings  in  Germany 
as  we  are  making  ball  joints  in 
Michigan  or  valves  in  Ohio.  We 
also  have  plants  in  France  and 
Italy.  (In  all,  about  45  million 
European  cars  have  TRW  parts. 
And  millions  of  people  watch  TV 
broadcasts  beamed  from  TRW-built 
communications  satellites.) 

Now  add  operations  in  South 

TRW  INC.,  Cleveland,  Ohio— A  Diversified  Technology 
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Africa,  Brazil,  Argentina,  Australia, 
Mexico  and  Canada  working  on  a 
range  of  vehicle  and  electronic 
components  as  well  as  other 
industrial  equipment. 

We  also  have  new  ventures  in 
Japan,  now  the  world's  second 
largest  auto  maker.  And  Taiwan, 
where  we  turn  out  capacitors  and 
other  components  for  the  home 
entertainment  market. 

This  international  picture  adds 
'    up  to  about  15%  of  TRW's  total 
annual  sales  of  $1.5  billion. 
And  the  future  for  our  overseas 
markets  appears  quite  bright. 

Company  Specializing  in  Products,  Systems,  and  Services  for 


When  you  combine  this  kind  of 
global  growth  with  such  businesses 
as  computer  software  services, 
systems  management,  communica- 
tions and  earth  resources  satellites, 
automation  control  systems  and  a 
broad  range  of  industrial  equipment 
and  services,  you  begin  to  get  an 
idea  of  where  our  company  is  going. 

One  day,  we  may  be  able  to  put 
TRW  on  the  map  after  all. 


THW 


Commercial,  Industrial  and  Government  Markets. 
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A  Hatteras  Yacht  is  easy  to  main- 
tain. There  are  no  loose  fasten- 
ings, rust,  dry-rot,  marine-borers, 
caulking,  sanding;  and  you  never 
have  to  paint  for  protection. 
Write  for  the  name  of  nearest 
dealer.  For  portfolio  of  color 
literature,  enclose  $1.00.  Send  to 
2464  Kivett  Drive,  High  Point, 
N.  C.  27261 


* 


Hatteras  Yacht  Division 

North  American  Rockwell 


When  prestige  is  important 


Corporate 
Gifts 

Premiums 

Sales 
Incentives 


IMPERIAL  JADE 

MINING  INC. 

Buy  direct!  The  world's  largest  collection  of 

jade  jewelry  and  solid  jade  carvings  from 

$5.00  pendants  to  $25,000,000  mausoleums. 

For  the  financial  man,  a  five  inch  solid 

jade  bull  on  a  teak  stand,  $300.  For 

someone  extra  special,  custom  sculptured 

busts  of  solid  jade,  $2,000  up. 

Jade  zodiac  charms  and  jade  tiles  for 

fireplaces,  vanity  tops  and  floors.  A  catalog, 

requested  on  your  company  letterhead, 

will  be  sent  by  return  mail. 

RUSSELL  H  UNDERDAHL,  Pres. 

Imperial  Jade  Mining  Inc. 

Depl  XX'  2710  Nicollet  Ave.,  Mpls.,  Minn.  SS408 

Telephone  612-827-5481 


COSMOPOLITES 

According  to  the  1969  Simmons 
Study,  42.6%  of  FORBES'  readers 
took  a  foreign  trip  in  the  past  five 
years. 

This  is  the  highest  concentration 
of  foreign  travelers  shown  among 
all  57  publications  measured  in 
this  study. 

You  always  reach  the  people  who 
are  going  places  in  FORBES. 


As  We  See  It 


lot  of  money  and  a  lot  of  enthusiasm 
— White  House  enthusiasm. 

Enthusiasm?  We  don't  see  much. 
Just  talk. 

Gardner:  In  my  opinion,  we're  in  a 
kind  of  stagnant  moment  in  our  na- 
tional life.  We're  becalmed.  In  this 
atmosphere  people  get  little  ideas  or 
no  ideas  at  all.  They  imagine  they 
can  nibble  around  the  edges  of  prob- 
lems. It  looked  like  the  Housing  Act 
of  1968  was  more  than  a  nibble.  But 
then  they  turned  it  into  one  with 
underfunding,  this  de  minimis  ap- 
proach. And  in  all  the  list  of  problems 
we  face  in  this  country  there  isn't 
a  better  example  than  housing  of  a 
situation  in  which  that  approach 
won't  work.  You  can't  nibble  your 
way  through  the  housing  problem. 

Callender:  I  think  the  country's  just 
tired  of  problems.  They  don't  want 
to  face  them  anymore.  The  "go  away 
and  leave  me  alone"  kind  of  thing. 
That  includes  housing.  The  average 
John  Doe  doesn't  want  to  pay  more 
taxes  to  make  housing  possible.  He's 
worried  about  putting  his  kids  through 
college. 

Noiv  you're  talking  about  money, 
not  codes  and  standards? 

Callender:  Yes.  Now  you  won't  find 
a  better  housing  act  on  the  books  than 
the  1968  Housing  Act.  Clear  goals 
were  set  and  ways  of  achieving  these 
goals  were  spelled  out.  Congress, 
when  it  passed  the  bill,  cut  the  Presi- 
dent's request.  Then  when  it  got  to 
the  Appropriations  Committee  they 
cut  the  Congressional  request.  And 
then  when  President  Nixon  came  in, 
he  cut  even  that.  So,  you  know,  you're 
kidding  people. 

You  mean  that  the  public  sees  only 
that  new  legislation  authorizes  huge 
expenditures  and  doesn't  realize  that 
much  less  has  actually  been  appropri- 
ated? 

Callender:  Right.  It's  like  the  rat 
bill.  A  couple  of  years  ago  they  passed 
a  bill  to  exterminate  rats.  First  time 
around,  Congress  defeated  the  bill. 
They  just  laughed  it  off  the  map. 
Then  they  had  the  riots.  Then  Con- 
gress passed  the  rat  bill.  Big  head- 
lines. Do  you  know  that  the  money 
to  implement  that  bill  has  never  come 
out  of  the  Appropriations  Committee? 

But  where's  the  money  .  .  .? 
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Not  All  U.S.  slums  are  in  big 
cities,  though  769,000  or  New 
York's  2.9  million  dwellings 
are  substandard.  The  1 1  mil- 
lion Americans  who  live  in 
squalor  include  many  in 
smaller  cities,  like  those 
shown  above  in  Norfolk,  Va. 
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Callender:  It's  a  question  of  national 
priorities,  how  you're  going  to  spend 
the  federal  dollar.  What  I  don't  feel 
coming  out  of  Washington  now  is  the 
sense  of  urgency  about  the  survival 
of  our  cities.  I  was  amazed  to  see 
that  it  was  Patrick  Moynihan  who  an- 
nounced that  after  the  war  there  was 
not  going  to  be  any  money  to  deal 
with  the  domestic  crisis.  This  is  the 
same  Pat  Moynihan  who  was  saying 
not  more  than  two  years  ago  that 
there  was  going  to  be  a  S50-billion 
surplus  after  the  war  and  that  this 
money  was  going  to  be  poured  into 
the  cities. 

Art  n't  federal  rent  subsidies  for  the 
poor  a  way  to  get  housing  built  with- 
out the  Government  having  to  put  up 
all  the  money? 

Gardner:  No,  that's  the  old  approach. 
It's  something  like  Medicare — give 
the  consumer  money  to  buy  some- 
thing that  isn't  available. 

What  about  Secretary  Romney's 
Operation  Breakthrough,  as  a  con- 
certed effort  to  explore  new  building 
technology? 

Gardner:  An  extremely  valuable 
initiative.  But  the  minute  you  take 
that  and  lean  on  it  as  your  only  effort, 
you  distort  the  meaning  of  it.  Opera- 
tion Breakthrough  is  a  tremendously 
useful  part  of  the  total  approach.  But 
so  are  a  lot  of  other  things. 

Callender:  Mr.  Romney's  heart  is 
in  the  right  place,  but  he's  part  of 
the  Administration,  and  he  can't  do 
more  than  the  Administration  will 
allow  him  to  do.  The  question  is: 
Once  you're  through  the  experimental 
stage,  how  do  you  implement  these 
concepts  in  a  city  like  New  York, 
which  is  so  union-dominated?  You 
might  be  able  to  do  it  in  Houston, 
because  they're  not  bogged  down  by 
the  unions  or  by  zoning  regulations 
or  building  codes.  But  you'd  have  a 
tough  time  of  it  in  New  York  City 
any  other  strong  union  town. 


But    didn't    Sew    York    City    just 
revise  its  building  codes? 

Callender:  The  one  major  achieve- 
ment of  that  code,  if  I  may  speak 
very  cynically,  is  that  now  we  cap 
use  plastic  pipe.  For  example,  there's 
no  reason  in  the  world  now  why  you 
have  to  lay  bricks  one  by  one  on  top 
of  each  other  when  you  can  use  pre- 
cast concrete,  which  is  much  cheaper. 
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Behind  every  successful  businessman 


. . .  you'll  find  us. 

We've  got  the  men  in  Europe  who  con- 
trol the  monetary  decisions  wrapped  up. 
Because  the  Financial  Times  is  more  than 
their  daily  reference  on  all  the  important 
issues  of  financial  and  business  news, 
economic,  political  and  foreign  affairs. 

It  is  the  arbiter  of  then:  decisions. 
Behind  their  decisions  on  business.  Behind 
their  decisions  on  whether  they  should 
buy  your  product  or  service.  The  editorial 
atmosphere  is  so  charged  with  influence 
among  these  key  decision-makers  that  the 
medium  becomes  your  sales  message.  You 
don't  go  in  cold.  They're  pre-sold. 

Here's  proof:  In  no  less  than  five  out 
of  the  six  subjects  considered  by  busi- 
nessmen to  be  the  most  vital  to  them, 
the  Financial  Times  carries  more 
column  inches  than  the  total  of  all  the 


six  other  quality  UK  newspapers  added 
together.* 

Thus  the  Financial  Times  is  behind  the 
most  concentrated  captive  audience  of  the 
men  in  Europe  who  really  count.  The 
Financial  Times  covers  88%**  of  chief 
executives   in    Britain    and   39%***    in 
major  companies  in  continental  Europe. 
Be  with  us,  and  be  right  behind  them. 
Contact:  Grant  Webb  &  Co.  Inc., 
515  Madison  Avenue,  New  York  10022. 
Tel :  212-688  7550.  Offices  also  in 
Chicago,  San  Francisco  and  Los  Angeles. 

FINANCIAL  TIMES 

*  Editorial  Monitoring  of  Quality  U.K.  Newspapers 

during  January  1969 

*•  The  Businessman  and  his  Newspaper  Survey 

1967,  Research  Services  Ltd. 

*••  European  Businessmen  Survey  1968,  British 

Market  Research  Bureau  Ltd. 


One  out  of 
every  24  subscribers 
to  Forbes  Magazine 
is  a  millionaire. 

Do  they  read  it 
because they  are? 

Or  are they 

because  they read  it? 


FORBES:  CAPITALIST  TOOL 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  V*  to  V2 
higher. 

Over  5.000  styles  $100  to  $100,000 


Send   for   FREE   80-PAGE    CATALOG 
EMPIRE   DIAMOND   CORP.,   DEPT.  46 
Empire  State   Bldg.,   New  York,  N.Y.  10001 

NAME 

ADDRESS 
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As  We  See  it 


You  can't  do  it  under  the  new  New 
York  City  code.  The  contractors'  asso- 
ciation and  the  city  housing  depart- 
ment tried  desperately  to  get  the  city 
council  to  write  a  performance  code, 
to  permit  the  use  of  the  modern  sys- 
tems technology  approach  to  permit 
new  methods  of  rapid  rehabilitation, 
but  you  couldn't  get  it  in. 

Why? 

Callender:  Political  pressure  from 
the  unions.  Let's  face  it:  They  write 
the  codes. 

You  mean  that  the  unions  are  om- 
nipotent, invincible? 

Callender:  No,  they're  not.  It's  been 
done  in  New  York  State.  In  the  most 
far-reaching  bill  that's  ever  been 
passed  in  the  world,  New  York  State 
set  up  the  Urban  Development  Corp. 
two  years  ago.  By  legislative  statute 
the  UDC  can  go  anywhere  in  the 
state,  buy  the  land  and  build  any 
type  of  structure,  ignoring  local  build- 
ing codes  and  zoning  regulations.  It's 
amazing  that  Governor  Rockefeller 
got  it  through  the  state  legislature.  It 
just  shows  you  his  political  power. 
You  see  the  question  is:  Do  the  con- 
struction trade  unions  have  all  those 
votes?  They  intimidate  politicians  by 
saying  that  if  they  strike,  other  unions 
will  sympathize.  But  that's  never  been 
tested. 

What  are  some  of  the  other  barriers 
to  housing  and  urban  renewal? 

Gardner:  The  land  problem.  This  is 
basic.  It  is  inextricably  intertwined 
with  the  unwillingness  of  the  suburbs 
to  permit  the  acquisitions  of  land  for 
low-cost  housing.  You're  dealing  with 
something  here  that  has  nothing  to 
do  with  the  inefficiency  of  the  in- 
dustry. It's  just  the  patterns  of  the 
community.  Zoning  restrictions  have 
been  an  extremely  effective  instru- 
ment of  economic  and  social  discrimi- 
nation. 

Now  by  the  year  2000,  according 
to  the  best  estimates,  our  population 
will  have  grown  by  100  million  peo- 
ple. If  you  reflect  at  all  on  the  altera- 
tions in  patterns  that  is  going  to  re- 
quire, you  can  see  that  we're  going 
to  have  to  devise  some  means  of 
public  land  acquisition  if  we  aren't 
to  end  up  in  just  a  fantastic  mess. 
Somehow  we're  going  to  have  to  as- 
sert public  control  over  patterns  of 
human  settlement.  But  tackle  that 
problem  and  you  find  yourself  looking 


at  the  powers  vested  in  the  states. 

That's  what  you  were  saying  before 
about  dealing  with  the  problem  on  a 
state  or  national  level,  not  a  local  one. 
Do  you  see  the  states  or  Federal  Gov- 
ernment buying  land  in  rural  areas 
for-  brand-new  cities? 

Gardner:  You  see,  it's  all  part  of  the 
same  thing.  I  link  new  cities,  the 
revitalization  of  existing  cities  and 
rural  economic  development  as  part 
of  a  total  strategy  for  human  settle- 
ment. If  you  go  hog-wild  over  new 
cities  and  forget  the  revitalization  of 
existing  cities  you're  just  buying  big 
trouble,  and  you  won't  get  it  through 
Congress  anyway.  You'll  also  be  in 
real  danger  of  a  "leave  the  blacks 
behind"  strategy.  And  if  you  ignore 
rural  economic  development,  you're 
just  inviting  further  migration  of  the 
rural  poor  into  the  cities. 

But  I  do  think  we  need  a  much 
greater  push  in  the  direction  of  new 
cities.  The  new-city  concept  has  had 
difficulty  in  this  country  in  the  past 
because  there  hasn't  been  any  public 
help.  You  can  see  the  contrast  with 
England,  which  has  been  able  to 
recapture  for  the  community  the  ap- 
preciation in  land  value  produced  by 
the  new  towns.  They've  practically 
been  able  to  pay  for  some  of  these 
new  towns  through  the  appreciation 
in  land  values  alone. 

Overall,  do  you  think  the  situation 
is  hopeless?  Or  simply  darned  difficult? 

Gardner:  Well,  I'm  not  an  incurable 
optimist,  but  I  believe  that  the  hous- 
ing program  is  not  only  very  urgent 
but  potentially  a  fairly  popular  pro- 
gram. It's  not  as  immediately  popular 
with  Congressmen  as  health  and  edu- 
cation: Congressmen  just  instinctively 
feel  they're  doing  something  good 
when  they  vote  for  an  education  bill 
or  a  health  bill.  But  housing  is  just 
as  central  to  the  well-being  of  the 
citizen,  and  it  has  impressive  genera- 
tive qualities  economically.  It's  the 
kind  of  thing  that  feeds  on  itself  in 
terms  of  jobs  and  economic  activity. 

It  seems  to  me  that  a  real  lift  of 
movement  and  momentum  on  this 
front  would  have  very  good  conse- 
quences around  the  country  in  all 
kinds  of  ways.  And  I  think  enough 
people  can  be  made  to  see  that. 

In  other  words,  there  may  be  hope 
for  housing,  but  there  is  no  room  for 
complacency,  m 
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Q.  Does  WhiteWfeld  place 
any  special  emphasis  on 
research  for  institutions? 

A.  Absolutely.  It's  one  of  our 
most  important  services. 


Q.  Isn't  all  investment  research 
pretty  much  the  same? 

A.  Far  from  it.  For  one  thing  you'll 
find  White  Weld  is  strongly  idea- 
oriented.  That  is,  we  look  for  invest' 
ment  ideas  that  we  feel  have  superior 
capital  gains  potential.  Ideas  which 
we  then  bring  to  our  institutional 
clients.  We  believe  that  useful  in- 
vestment research  must  do  more  than 
merely  report  what  corporate  man- 
agements tell  us.  We  expect  our 
analysts  to  be  thorough  and  imagi- 
native and  come  up  with  an  en- 
lightened evaluation  of  a  company's 
prospects.  We  also  expect  them  to 
understand  their  stocks  as  well  as 
their  companies. 


Q.  How  do  you  go  about  getting 
enough  detailed  information? 

A.  We  avoid  trying  to  cover  the 
waterfront.  With  nearly  1300  com' 
panics  listed  on  the  New  York  Stock 
Exchange  alone,  it's  impossible  to  be 
familiar  with  each.  So  at  any  given 
time  we  concentrate  on  roughly  300 
of  what  we  consider  the  most  prom- 
ising and  important  companies. 

Q.  How  does  concentrating  on 
300  companies  help  you? 

A.  It  enables  our  analysts  to  do  a 
more  thorough  job.  They  analyze 
the  company  and  its  industry.  They 
not  only  talk  to  the  company's  top 
management,   but   frequently   to   its 


competitors,  suppliers  and  customers. 
They  also  sit  down  with  independent 
consultants  White  Weld  uses. 

Q.  Do  you  concentrate  on  any 
particular  industries? 

A.  While  we  range  across  many  areas, 
we  do  have  an  especially  intimate 
knowledge  of  such  fields  as  elec- 
tronics, publishing,  cosmetics,  finance, 
metals,  oil  and  gas,  chemicals,  furni' 
ture,  real  estate  and  utilities. 

if  you  have  questions  on  institu- 
tional investing,  call  one  of  the 
offices  below  or  the  Institutional 
Department  of  White,  Weld  6?  Co., 
20  Broad  Street,  New  York,  N.Y. 
10005.  (212)  944-4900. 


White,Weld&Co. 

Members  New  York  Stock  Exchange  and  other  principal  exchanges 


New  York  Boston  Chicago  Atlanta  Hagerstown  Hartford  Los  Angeles  Minneapolis  New  Haven  Philadelphia  San  Francisco  Santa  Barbara/ London  Paris  Zurich  Caracas  Geneva  Hong  Kong  Montreal 
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Faces  Behind  the  Figures 


One  That  Tom  Watson  Didn't  Win 

One  of  the  hazards  of  being  in 
the  computer  business  is  that  no 
matter  how  good  you  are  at  it, 
you  keep  bumping  against  Inter- 
national Business  Machines.  Pity 
poor  Arthur  E.  Peltosalo,  the  47- 
year-old  Purdue  University  gradu- 
ate who  is  vice  president  of  General 
Electric's  International  Information 
Systems  division  and  competes 
night  and  day  with  IBM's  mighty 
World  Trade  Corp.  In  August  Pel- 
tosalo was  on  the  Isle  of  Wight  for 
the  Cowes  Week  sailing  races.  GE 
Time-Sharing  was  keeping  score, 
and  GE  was  supplying  trophies 
for  the  Britannia  Challenge  Cup. 
It  looked  like  good  publicity  for 
GE  since  so  many  top  European 
businessmen  are  sailing  buffs. 

"Suddenly,"  says  Peltosalo,  "I 
saw  this  determined  man  stride 
past  me  wearing  dark  glasses  and  a 
bright  orange  shirt.  'Who's  that?' 
I  asked. 

"It's  Tom  Watson  Jr.  of  IBM,' 
someone  told  me.  I  asked:  'Has  he 
any  chance  of  winning?' 

"After  a  moment's  embarrassed 
silence   my   acquaintance    replied: 
'Well,  as  a  matter  of  fact,  he's  one ' 
of  the  favorites.' 

"I  thought:  'That's  a  fine  mess. 
Here  we're  publicizing  how  GE 
Time-Sharing     helped     pick     the 


f 


Arthur  Peltosalo 


winner,  and  Tom  Watson  wins  the 
cup.'  Imagine.  The  GE  cup  going 
to  IBM's  chairman." 

-Vs  it  turned  out,  Watson's  boat, 
the  Palawan,  didn't  win.  It  finished 
18th.  The  swiftest  yacht  turned  out 
to  be  Mabelle,  owned  by  a  beauti- 
ful Italian  advertising  girl,  Signori- 
na  S.  Zaffagni,  from  Milan. 

Says  Peltosalo:  "I  can  tell  you 
that  when  I  gave  her  the  cup  I 
had  more  than  one  reason  for 
bussing  her  on  both  cheeks."  ■ 


Thomas  Watson  Jr. 


The  Personnel  Touch 

What  kind  of  leader  is  needed 
to  continue  the  successful  growth 
of  a  company  that  is  digesting  new 
acquisitions?  A  research  man?  A 
financial  man?  Cleveland's  Eaton, 
Yale  &  Towne  Inc.,  which  should 
cross  the  $l-billion  sales  mark  for 
the  first  time  in  1969,  is  betting  on 
the  personnel  man. 

The  new  chairman,  48-year-old 
E.  Mandell  de  Windt,  claims  em- 
phasis on  people  will  make  diversi- 
fication work  and  give  real  unity  to 
solidify  this  maker  of  auto  and 
truck  parts,  materials  handling 
equipment  and  locks.  And  quite  by 
accident,  de  Windt  has  a  people- 
moving  background.  After  attend- 
ing a  boarding  school  and  drop- 
ping abruptly  out  of  Williams  Col- 
lege at  the  end  of  two  years,  de 
Windt  took  an  $8()-a-week  job  with 
auto  parts  supplier  Eaton  Co. 
There  he  had  the  good  fortune  to 
impress    the    late   Joe    Eaton,    the 


company  founder.  Soon  afterward 
de  Windt  moved  into  personnel 
work  and  remained  there  for  ten 
years. 

At  each  new  step  de  Windt 
showed  a  superior  understanding 
of  people,  and  his  performance  as 
head  of  international  operations 
won  him  the  EY&T  presidency  in 


1967.  In  fact,  some  EY&T  execu- 
tives have  already  been  surprised 
by  just  how  much  de  Windt  knows 
about  them.  Says  one,  "I  met  him 
in  an  airport  by  chance.  The  first 
thing  he  did  was  ask  me  about  my 
secretary,  who  had  been  out  sick 
for  two  days.  I  didn't  even  know 
he  knew  my  secretary."  ■ 


E.   Mandell  de   Windt 
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The    Problem    That    Won't 
Go  Away 

Politically  speakinc,  most  elec- 
ted officials  would  just  as  soon  not 
get  involved  in  black  demands  for 
construction  jobs:  The  nearly  lily- 
white  unions  with  their  sky-high 
wages  control  a  good  main  votes; 
they  also  are  politically  vociferous, 
and  their  rank  and  file  make  no 
secret  of  their  antiblack  feelings. 
But  the  Nixon  Administration  can't 
ignore  the  problem:  Where  else 
than  in  construction  can  so  many 
good-paying  jobs  be  found  for 
people  without  higher  education? 
And  without  such  high-paying  jobs, 
how  can  racial  pressures  be  eased? 
At  the  moment  only  about  2%  of 
the  better-paid  construction  work- 
ers are  blacks,  even  though  they 
constitute  9.7r*  of  the  labor  force. 

Nixon's  man  on  this  particular 
firing  line  is  a  44-year-old  former 
small  college  All-American  foot- 
ball star.  Arthur  A.  Fletcher.  He's 
Nixon's  Assistant  Secretary  of 
Labor  for  Wage  and  Labor  Stan- 
dards and  one  of  the  highest-rank- 
ing  blacks    in    the   Administration. 


Part  of  his  job  is  to  see  to  it  that 
blacks  get  jobs  where  federal  con- 
struction is  concerned.  Late  last 
month,  brawling,  steel-helmeted 
white  construction  workers  dis- 
rupted hearings  Fletcher  was  try- 
ing to  hold  in  Chicago.  The  New 
York  Times  commented  that  a 
good  many  of  the  whites  would  be 
voting  for  George  Wallace  next 
time  around,  not  Richard  Nixon. 

The  Administration,  however, 
isn't  giving  up.  Fletcher,  an  intense, 
dignified  man,  puts  it  like  this: 
"The  black  population  is  growing 
almost  twice  as  fast  as  the  white 
population.  The  way  things  are 
going,  by  1979  there  will  be  five 
blacks  out  of  work  for  every  white 
who's  out.  That's  a  recipe  for 
disaster." 

Under  the  "Philadelphia  Plan," 
which  Fletcher  is  now  expanding 
to  New  York,  Boston,  Pittsburgh, 
Detroit,  Chicago,  St.  Louis,  Los 
Angeles,  San  Francisco  and  Seattle, 
the  target  is  the  higher-paid  unions, 
such  as  the  plumbers  and  pipe- 
fitters, steamfitters,  electrical  work- 
ers, sheet  metal  workers  and  ele- 
vator  construction    workers.    Only 


0.2%  of  the  plumbers  and  sheet 
metal  workers  unions  are  black,  for 
example,  as  opposed  to  a  "mud" 
union  like  the  Laborers,  which  is 
30.5%  black.  The  Philadelphia  Plan 
requires  bidders  on  major  federally 
funded  construction  to  use  more 
"minority"  labor.  Says  Fletcher: 
"I'm  told  it  takes  1,700  hours  to  pro- 
duce a  jet  pilot  and  2,200  hours  to 
produce  a  carpenter.  Come  on, 
now.  The  fact  is  that  these  unions 
have  been  using  these  standards 
for  exclusionary  purposes." 

While  he's  using  federal  power 
to  pry  jobs  out  of  reluctant  unions, 
Fletcher,  good  Nixon  man  that  he 
is,  argues  that  Nixon's  "New  Fed- 
eralism" is  the  black  community's 
greatest  hope.  This  because  it  shifts 
power  back  to  communities  where 
blacks  often  have  great  potential 
political  power — and  away  from 
Washington  where  they  do  not. 
"Once  the  people  in  the  ghetto 
areas  get  a  better  understanding  of 
this  shift  back  to  the  state  and 
local  level,  you're  going  to  see  a 
great  increase  in  black  representa- 
tion in  city  councils  and  county 
commissions,"  he  says.  ■ 


Arthur  A.  Fletcher 
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Faces  Behind  the  Figures 


The  Italian  Peril? 

Some  American  businessmen  might 
be  surprised  to  hear  a  Japanese 
businessman  complain  of  cut-throat 
pricing  and  dumping  by  "foreign 
competition."  But  President  Nori- 
shige  Hasegawa  of  Sumitomo 
Chemical  Co.  likes  American  ways 
and  has  little  quarrel  with  U.S. 
firms.  His  chief  worries  are  the 
European,  and  especially  the  Ital- 
ian, companies  that  sell  at  one 
price  domestically  and  at  a  lower 
one  in  Hong  Kong  or  Red  China. 
"Ridiculous  pricing,"  he  calls  it. 
Sumitomo's  output  of  industrial 
chemicals,  plastics,  fertilizers,  fine 
chemicals  and  pharmaceuticals 
makes  it  Japan's  largest  chemical 
manufacturer.  A  strong  aluminum 
sideline  is  growing,  too. 

A  six-footer  in  a  nation  of  short 
people,  and  a  Catholic  in  a  Shintoist- 
Buddhist  land,  Hasegawa  is  widely 
read  in  western  literature.  In  fact, 
he  gives  his  western  orientation 
much  of  the  credit  for  Sumitomo's 
climb  back  to  the  top  in  the  Jap- 
anese   chemical    industry.    Mitsu- 


bishi took  over  that  spot  in  1964, 
but  Hasegawa  became  president 
in  1965,  and,  helped  by  several  li- 
censing deals  and  newer  plants,  by 
1967  Sumitomo  had  caught  up  with 
Mitsubishi.  Last  year  Sumitomo 
was  safely  ahead  again,  with  $414 
million  in  sales  vs.  Mitsubishi's 
8396  million. 

Hasegawa  concedes  that  profit 
margins  are  low  by  U.S.  standards 
— $11.6  million  last  year,  or  only 
2.8%  of  sales.  But  plant  can  be 
depreciated  much  faster  in  Japan 
than  in  the  U.S.,  so  cash  flow  is 
quite  healthy.  Moreover,  Hase- 
gawa believes  in  plowing  back 
earnings,  and  as  the  company's 
largest  stockholder,  he  is  not  likely 
to  be  contradicted  when  he  says, 
"It's  much  better  to  retain  earn- 
ings than  pay  taxes." 

As  for  that  Italian  dumping, 
Hasegawa  suggests  that  it  can  work 
both  ways.  "The  Japanese  market 
is  getting  saturated,"  he  says,  "and 
Southeast  Asia  and  Australia  look 
like  very  good  markets.  But  in 
the  future  we  are  looking  also  at 
Europe."  ■ 


Herbert   S.   Epstein 


Think  National,  Look  Regional 

Small  brewing  firms  aren't  sup- 
posed to  have  a  future  in  these 
days  of  national  advertising  and 
shifting  brand  loyalties,  but  Asso- 
ciated Brewing's  Herbert  S.  Epstein, 
43,  is  betting  that  they  do  have  a 
future.  With  sales  last  year  down 
to  $128  million  from  $148  million 
two  years  before,  Associated  had 
clearly  been  on  the  skids  and  some- 
thing had  to  be  done.  The  former 
chairman  wanted  to  conglomerate 
or  sell  out.  Epstein  disagreed,  and, 
since  his  family  and  friends  are  the 
biggest  stockholders,  he  won.  The 
chairman  left. 

Associated  is  a  collection  of  30 
regional  brands  including  Piels, 
Pfeiffer,  Schmidt  (of  St!  Paul), 
Sterling  and  Drewrys.  Epstein 
tried  to  go  national  by  buying 
Blatz  when  the  Justice  Department 
made  Palist  divest  it.  but  Heileman 
Brewing  snatched  the  prize. 

Now  Epstein  is  trying  to  think 
national,  while  staying  regional. 
By  concentrating  effort  and  ad- 
vertising in  five  top  brands,  he 
hopes  to  lie  able  to  operate  na- 
tionally without  a  single  national 
brand.  That  would  go  against  all 
the  trends,  but  it  might  work.  Be- 
sides, as  they  say  in  favor  of  old 
age,  consider  the  alternative.  ■ 
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Lure  of  the  Islands 

In  a  wild  spurt  of  tender  offers 
last  fall  Honolulu's  Dillingham 
Corp.  lost  United  Fruit  Co.,  the 
big  Boston-based  banana  outfit,  to 
New  York's  AMK  Corp.  Dilling- 
ham, however,  gets  a  very  nice 
consolation  prize:  UF's  president 
and  chief  operating  officer. 

This  month  49-year-old  Herbert 
C.  Comuelle,  who  once  worked 
for  Dole  in  Hawaii  (  1953-63),  will 
move  back  to  the  Islands.  He  be- 
comes Dillingham's  executive  vice 
president  and  a  shoo-in  candidate 
to  succeed  58-year-old  Lowell  S. 
Dillingham  as  the  company's  first 
nonfamily  president.  Cornuelle  left 
even  though  AMK's  Eli  Black  told 
him  to  name  his  own  salary. 

Dillingham  in  recent  years  has 
diversified  from  its  basic  construc- 


tion business  into  real-estate  de- 
velopment, shipyards,  liquefied  pe- 
troleum gas  and  oceanography.  It 
needs  someone  to  run  this  wide 
range  of  operations. 

"My  forte  is  operations  manage- 
ment and  people  development," 
says  Cornuelle,  "and  that  should 
come  in  very  handy  around  a  com- 
pany that  has  made  many  ac- 
quisitions quickly."  Dillingham's 
revenues  have  soared  from  $48 
million  in  1962  to  an  estimated 
$500  million  this  year,  when  it 
will  probably  pass  Castle  &  Cook 
to  become  Hawaii's  biggest  com- 
pany. But  it  earns  only  about 
10%  on  stockholders'  equity. 
"That's  where  Herb  is  going  to 
help  us,"  says  Keith  Hudson,  Dil- 
lingham's senior  vice  president. 
"He's  the  guy  who  masterminded 
United  Fruit's  turnaround.  ■ 


Herbert  C.  Cornuelle 


Morris  B.  Zale 


Ace  of  Diamonds 

Morris  B.  Zale,  the  white-haired, 
68-year-old  Polish  immigrant  who 
started  Dallas'  Zale  Corp.  in  a 
homespun  Wichita  Falls  jewelry 
store  in  1924,  has  built  that  one 
store  into  the  nation's  largest 
retailer  of  diamonds.  Today  the 
company  has  723  retail  outlets,  in- 
cluding 176  leased  operations  in 
department  stores  and  109  top-of- 
the-line  prestige  jewelry  stores  such 
as  Lambert's  in  New  York,  Corri- 
gan's  in  Houston  and  Granat  Bros, 
in  San  Francisco.  Zale  is  also  a 
major  buyer  and  wholesaler  of 
rougli  diamonds.  Explains  Morris 
Zale:  "No  jeweler  ever  took  the 
time  to  find  out  why  he  must  pay 
$8  or  $25  or  $100  for  a  ring.  I  did. 
To  get  the  answer  we  eventually 
had  to  get  into  the  buying  and 
pricing  of  rough  diamonds" — which 
the  company  today  also  sells  to 
other  retailers,  including  some  of 
the  nation's  most  famous. 

But  despite  revenues  of  $280  mil- 
lion, old  Morris  Zale  stills  runs 
the  company  like  a  family  jewelry 
store.  Nearly  half  of  the  company's 
15  directors  are  relatives  of  Morris 
Zale  and  nine  of  the  top  manage- 
ment spots  are  held  by  members  of 
the  family.  "I  have  a  big  family," 
cracks  Morris  Zale.  He  can  afford 
to  make  the  joke  in  public.  The 
Zale  family  controls  around  40% 
of  the  company's  voting  stock. 

The  way  Zale  operates  his  stores 
is  reminiscent  of  the  old-fashioned, 


small,  downtown  jeweler,  even 
though  more  than  half  of  his  out- 
lets are  in  modern  shopping  cen- 
ters. "When  someone  is  buying 
jewelry,  he  wants  service  and  at- 
tention," says  Ben  A.  Lipshy,  the 
company's  chief  executive  and 
Morris'  brother-in-law.  "Besides,  a 
good  salesman  can  talk  a  customer 
up  from  a  $20  to  a  $40  watch." 

But  running  a  nationwide  chain 
enables  Zale  to  add  one  small  twist 
to  a  local  jeweler's  operation.  If  a 
line  of  rings  or  watches  doesn't 
sell  in  one  store,  Zale  moves  it  to 
another  store.  Besult:  Most  of  his 
stores  have  a  high  inventory  turn- 
over. Zale  owns  very  little  real 
estate,  leasing  most  of  his  stores 
from  shopping  center  developers. 
"That  gives  us  flexibility,"  explains 
Ben  Lipshy.  "If  a  store  isn't  doing 
well,  we  just  pack  up  and  go 
somewhere  else." 

Morris  Zale's  success,  however, 
has  created  a  problem  for  the  fam- 
ily. "A  couple  of  years  ago  we 
found  we  had  too  much  cash  ly- 
ing around,"  says  Morris  Zale's 
son  Donald,  a  vice  president — 
naturally.  He  worried  about  being 
hit  with  excess  profits  taxes.  "So 
we  decided  to  diversify,  going 
into  drugstores  in  northern  Texas, 
clothing  outlets  in  the  southeastern 
and  southwestern  states,  shoes  in 
31  states,  wholesaling  toys,  and 
military  uniforms  and  sporting- 
good  stores  in  Dallas."  Can  the 
Zales  run  those,  too,  like  a  family 
store?  Time  will  tell.  ■ 
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The  Money  Men 


Performance  Is  Important, 
But  So  Is  a  Good  Night's  Sleep 


Ralph   D.   Creosman 


The  hot  stocks  sizzled  in  1967 
and  Ralph  Dedrick  Creasman  was 
unhappy.  They  cooled  off  in  1968 
and  Creasman  felt  better.  This 
year  the  market  slid  nearly  100 
points,  the  hot  stocks  went  into 
deep  freeze,  and  Creasman  is  al- 
most happy. 


We  hasten  to  add  that  the  48- 
year-old  Creasman  is  no  sadist.  He 
is  head  of  the  old  and  respected 
firm  of  Lionel  D.  Edie  &  Co., 
which  last  May  became  part  oi  the 
growing  world  of  Merrill  Lynch, 
Pierce,  Fenner  &  Smith.  Edie  is 
hest    known    lor   its    economic   ser- 


vices, but  85%  of  its  revenues 
comes  from  managing  money,  some 
•$5  billion  worth.  Edie  is  a  rather 
conservative  firm,  which  relies 
more  on  economic  research  than 
on  intuition,  stock  charting  or  "in- 
side" information.  It  naturally 
wants  to  keep  its  customers  happy. 
But  it  has  trouble  doing  so  in 
times  like  1967  and  1968  when 
speculation  grips  the  markets  and 
everybody  knows  somebody  who 
knows  a  hot-stock  money  manager 
who  can  make  your  money  leap 
through  hoops  in  performance.  In 
times  like  that,  some  of  Edie's 
customers  want  action,  but  Edie 
believes  that  stock  investing  should 
be  for  solid,  long-term  growth,  not 
for  excitement. 

It's  not  that  Edie  doesn't  believe 
that  investment  managers  should 
perform.  Edie's  record,  while  not 
sensational,  has  been  good,  and 
this  year  its  accounts  are  down  less 
than  the  market.  This,  Creasman 
thinks,  is  pretty  good  performance. 
He  points  out:  "Performance  can 
mean  different  things  to  different 
people.  I  worked  for  one  old 
gentleman  for  many  years,  and  his 
idea  of  performance  was  not  hav- 
ing more  than  50%  of  his  money 
in  common  stocks.  I  kept  pleading 
with  him  to  change  his  mind,  but 
he  said  to  me:  'Ralph,  I  have 
enough  money  and  I  can  sleep 
well  at  night  if  I'm  never  more 
than  50%  exposed  to  the  unknown.' 
So  to  him  performance  was  being 
able  to  sleep  at  night." 

Certainly  Creasman  doesn't  ex- 
pect to  retain  that  $5  billion  and 
more  of  other  people's  money  that 
Edie  manages  simply  on  the  prom- 
ise of  a  good  night's  sleep.  What 
can  an  Edie  client — a  wealthy 
individual,  an  estate  trustee,  an 
insurance  treasurer — expect  in  the 
way  of  performance?  "We  believe 
that  we  have  to  do  substantially 
better  than  any  market  average," 
Creasman  says.  "It's  foolish  to  say, 
'We  can  get  you  20/S  or  30%  or 
whatever  a  year,'  because  it's  im- 
possible to  achieve  it  if  the  mar- 
ket environment  doesn't  permit  it. 
So  we  relate  our  performance  ex- 
pectations to  the  environment  we're 
in."  (We  liked  that,  because  that  is 
the  principle  on  which  the  ratings 
in  Forbes'  Mutual  Fund  survey 
are  based:  consistency  of  perform- 
ance, in  good  times  and  bad.) 
Creasman  also  points  to  a  draw- 
back of  most  so-called  performers, 
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they  rarely  do  well  two  years 
running.  "We're  interested  in  a 
longer-term  approach — two  to 
three  years.  Six  months  is  too  short 
and  five  years  is  too  long.  But  two 
or  three  years  is  a  reasonable 
period  for  trends  to  develop  or 
concepts  to  mature." 

This  reflects  Edie's  whole  ap- 
proach to  investing.  Perhaps  more 
than  any  other  investment  com- 
pany, Edie  utilizes  economic  studies 
in  making  its  decisions.  "For  ex- 
ample, we'll  have  an  analyst  study- 
ing the  consumer  appliance  in- 
dustry, but  we'll  also  have  an 
economist  studying  it.  The  econo- 
mist is  looking  at  it  from  an  over- 
all point  of  view,  whereas  the  ana- 
lyst is  getting  down  to  the  specifics 
of  companies,  of  earnings,  of  man- 
agement. This  combination  has 
paid  of!  for  us  man)  times.  In  the 
long  run  it's  far  superior  to  shoot- 
ing horn  the  hip  or  playing  the 
charts 

"Industry  economics  is  the  key 
to  OUT  work."  adds  Creasman.  "We 
believe  that  one  should  concentrate 
his  stocks  first  in  the  best  indus- 
tries available  and  then  in  the 
best  stocks  in  those  industries.  This 
is  the  most  certain  way  of  getting 
consistent  growth  performance  over 
a  period  ot  years." 

Creasman  does  not  believe  in 
a  widely  diversified  portfolio.  "We 
think  the  worst  sin  in  investing  is 
overdiversification.  That's  the  old 
way.  You  had  a  research  staff  with 
a  specialist  in  each  industry  and 
you  would  ask  each  for  a  buy  list 
and  so  you  get  a  long  buy  list, 
and  before  you  know  it,  your 
portfolio  list  is  just  as  long.  You 
get  mediocrity  out  of  that."  He 
says  that  for  a  Sl-million  account, 
20  stocks  is  about  right.  For  a 
smaller  account,  fewer  stocks. 
(Edie's  minimum  account  size  is 
$300,000  for  an  individually  su- 
pervised portfolio.) 

Keeping  the  list  small,  Creasman 
feels,  imposes  a  kind  of  discipline 
on  the  money  manager.  "We  want 
our  clients'  investments  concen- 
trated in  the  20%  of  stocks  we  be- 
lieve will  grow  in  per-share  earn- 
ings 9%  or  better,  not  in  the  30% 
that  will  grow  between  6%  and 
Bt  or  in  the  other  50%.  And  we  can, 
if  the  client  doesn't  feel  that  he 
always  has  to  own  a  steel  stock  or  a  ■ 
Union  Carbide  or  a  Standard  Oil." 

This  sort  of  progressive  con- 
servatism comes  naturally  to  Creas- 


man. His  second  job  was  as  an 
analyst  for  a  bank  in  Los  Angeles 
in  late  1949  and  early  1950,  two 
years  after  graduating  from  the  Uni- 
versity of  Illinois.  "They  told  me, 
That's  your  desk  and  you're  re- 
sponsible for  analyzing  securities 
beginning  with  G  and  running 
through  K.'  There  were  800  of 
them.  I  turned  out  four  or  five 
reports  a  day.  The  recommenda- 
tions were  always  the  same:  'Re- 
tain holdings,  check  in  one  year.' 
Together  with  some  other  young 
analysts  I  finally  talked  them  into 
assigning  analysts  by  industry. 
Even  so,  one  year  of  that  was 
enough."  He  jumped  at  a  chance 
to  work  for  Edie  in  Los  Angeles, 
was  promoted  to  a  vice  presidency 
in  1956.  In  1964,  as  Edie's  aging 
management  was  beginning  to 
retire,  Creasman  became  presi- 
dent of  the  firm.  His  early  experi- 
ence had  taught  him  to  challenge 
and  question  time-honored  ways; 
his  exposure  to  Edie's  serious  re- 
search and  to  half  a  dozen  panics 
taught  him  that  hip-shooting 
wasn't  the  best  way  to  invest. 

"Last  year  the  pressures  to  go 
for  hot  performance  were  terrific," 
he  says.  "Even  some  corporate  pen- 
sion funds  were  making  unreason- 
able demands.  But  we  resisted 
them,  and  now  we  find  people  are 
settling  down  to  more  normal  ex- 
pectations." Hut  he  concedes  that 
the  old  buy-t he-blue-chips,  buy- 
the-economy  style  of  investing  is 
probably  dead  for  good.  People 
won't  accept  the  old  4%  or  5%  re- 
turn of  a  few  years  ago.  They've 
become  educated  to  performance, 
and  that's  what  Creasman  must 
convince  them  that  Edie  offers,  es- 
pecially since  joining  Merrill  Lynch. 

As  part  of  Merrill  Lynch,  Creas- 
man feels  Edie  can  benefit  from 
the  brokerage  firm's  overseas 
strength  and  its  topnotch  com- 
munications network. 

But  some  things  will  not  change. 
"We  don't  attract  the  go-go  money 
and  won't  take  it  if  it  is  offered  to 
us.  It  would  distract  from  the 
larger  responsibility  that  we  have 
to  do  a  professional  job  for  those 
people  who  have  reasonable  ex- 
pectations." Echoing  the  old 
gentleman  he  met  early  in  his 
career,  Creasman  might  well  put 
it  this  way:  We're  for  people  who 
want  to  see  their  money  grow  but 
don't  want  to  lose  sleep  over  the 
way  it's  done.  ■ 


I 


I 


harvested 
in  the  last 
10  years! 


'^v 


In  most  parts  of  the  country,  deer 
hunting  is  pretty  slim  pickings.  But 
not  in  Treasure  Chest  Land.  Hunters 
have  taken  over  a  million  deer  in 
the  last  10  years— without  affecting 
the  deer  population! 

Great  hunting,  fishing,  skiing, 
boating  and  other  outdoor  recrea- 
tional opportunities  are  just  a  few 
of  the  reasons  why  Treasure  Chest 
Land  is  a  climate  for  happy,  pro- 
ductive people  .  .  .  people  who  are 
eager  to  work  for  you. 

If  you  are  planning  to  build  a  new 
plant  or  relocate,  take  a  look  at 
Treasure  Chest  Land,  America's 
new  industrial  frontier.   Write: 


Wayne  F.  Mulcock 
Director,  Area  Development 
P.O.  Box  899,  Dept.  F7 
Utah  Power  &  Light  Co. 
Salt  Lake  City,  Utah  84110 


FORBES,  OCTOBER  15,  1969 


83 


The  three  speeds  of 

Eastman  Dillon. 
Fast,  raster.  Fastest. 

As  a  professional  money  manager  when  you  call  for  action, 
you  expect  it  fast.  But  often  you  ask  for  it  even  faster.  And  that's 
when  we  move  our  fastest. 

First,  because  we  have  large  capital  resources,  we  can  take 
a  position  in  almost  any  stock  you  offer  us.  Fast. 

Second,  Eastman  Dillon  has  experienced  block  traders  adept 
at  bringing  sellers  and  buyers  together  as  quickly  as  anyone  in  the 
business.  Fast. 

Third,  our  block  traders  include  three  partners  and  three 
vice  presidents  who  have  authority  to  make  instant  decisions  on  buy 
and  sell  opportunities.  And  their  orders  are  executed  with  dispatch. 

Fourth,  we  have  excellent 
distribution  facilities— 33  offices, 
coast-to-coast  and  more  than  650 
brokers  in  contact  with  thousands 
of  customers  each  day. 

To  top  it  off,  Eastman 
Dillon's  Research  Department, 
one  of  the  most  authoritative 
in  the  business,  backs  up 
our  institutional  group. 

Whichever  speed 
you  need— come  to 
Eastman  Dillon. 


Eastman  Dillon  helps  men  with  money  invest  intelligently. 

Eastman  Dillon,  Union  Securities  &  Co. 
Members  New  York  Stock  Exchange  □  One  Chase  Manhattan  Plaza,  N.Y.N.Y.  10005  D  Offices  in  Principal  Cities 
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QQ  Pa rroG  of  Economic  Recession  as  defined 

by  National  Bureau  ol  Economic  Research 

75 

Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


preliminary 


/ 


Commerce  private  nontarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


JULY    132.3 

AUG 133.4 

SEPT 134.0 

OCT 135.6 

NOV 136.2 

DEC 137.0 

JAN 136.9 

FEB 137.6 

MAR 137.3 

APR 138.3 

MAY    138.6 

JUNE  139.3 

JULY   138.5 

AUG.  (prel.)  138.6 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


A  Time  To  Get  Bullish 


If  the  stock  market  follows  the 
traditional  beat-market  pattern  (see 
my  column  in  the  Sept.  1  issue),  in- 
vestors should  now  begin  to  have  a 
more  open  mind  about  buying  the 
more  promising  issues  on  real  weak- 
ness. I  continue  to  think  that  the  July 
30  intraday  low  of  788  will  be  vio- 
lated; but,  when  it  is  violated,  I  want 
to  put  more  emphasis  on  buying 
stocks  than  on  selling  them.  And  this 
advice  still  goes  even  if  the  Dow  gets 
down  around  750  or  lower. 

I  will  be  increasingly  bullish  as  the 
Dow  drops  below  800.  Most  stocks 
will  then  be  a  better  purchase  than  a 
sale;  I  am  thinking,  of  course,  of 
what's  likely  to  happen  over  the  next 
six  months  or  the  next  year — not 
necessarily  of  what  happens  over  the 
next  week  or  the  next  month.  That's 
for  the  gamblers,  not  the  investors. 

In  spite  of  all  the  technicians  and 
their  "lines"  and  "systems,"  and  in 
spite  of  the  extreme  pessimists,  I  still 
have  confidence  in  the  old  economic 
law  of  supply  and  demand.  I  know — 
I  don't  guess — that  there  are  billions 
and  billions  of  dollars  in  cash  and 
short-term   securities    (U.S.   Treasury 

Mr.  Hooper  is  associated  with  the  New  York 
Stock   Exchange  firm  of  W.   E.   Hutton  &  Co. 


bills  and  acceptances)  under  the 
management  of  young,  aggressive, 
performance  fund  managers  in  pen- 
sion funds  as  well  as  mutual  funds 
earmarked  for  investment  in  equities 
rather  than  in  8%  and  9%  bonds. 

This  is  a  unique  and  entirely  new 
bear-market  situation.  Usually  at  the 
bottom,  or  near  the  bottom,  of  a  bear 
market  there  is  a  shortage  of  cash  to 
invest.  There's  no  shortage  of  money 
this  time.  It  is  just  "nervous  caution" 
— waiting  till  there  is  evidence  that 
"the  other  fellow"  has  begun  to  buy. 
One  day  the  bears  will  find  themselves 
sitting  on  a  bullish  volcano. 

One  sophisticated  broker-analyst 
has  made  an  in-depth  study  of  the 
money  institutions  have  accumulated 
in  cash  and  short-term  paper  and  ear- 
marked for  commitment  in  equities — 
and  it  is  close  to  $25  billion. 
Whether  it  is  $25  billion,  or  $15  bil- 
lion, or  even  $10  billion,  it  is  enough 
buying  power  to  turn  the  market 
around;  and  when  a  little  important 
buying  suddenly  appears,  the  crowd 
will  follow  the  leader. 

Don't  kid  yourself.  It  is  the  institu- 
tional money  now  that  makes  or 
breaks  the  stock  market,  not  the  so- 
called  "public."  And  don't  kid  your- 


self by  thinking  that  these  institu- 
tional managers  are  less  subject  to 
mass  psychology  than  the  "public." 
This  buying  power  is  intended  for 
equities,  and  the  men  who  handle  it 
don't  want  to  miss  the  boat. 

Did  you  ever  stop  to  think  how 
much  of  this  idle  or  semi-idle  money 
is  managed  by  people  who  have  a 
mandate  to  seek  "performance"  rather 
than  just  to  be  "prudent"?  All  that 
money  that  the  so-called  go-go  funds 
collected  from  the  public  last  year 
carries  an  emphatic  mandate;  and  the 
fact  that  such  funds  have  done  so 
much  worse  than  the  market  thus  far 
increases  the  urge  to  make  it  work 
hard.  Most  of  the  really  big  pension 
funds  apply  pressure  to  obtain  per- 
formance to  reduce  the  annual  cor- 
poration contributions  to  pension 
funds.  Their  method  usually  is  to 
divide  the  management  of  the  fund 
into  three  to  six  parts,  each  under  a 
different  bank  or  investment  counsel 
management,  to  keep  careful  records  of 
competitive  results  through  monthly, 
quarterly,  semi-annual  and  annual 
comparisons,  and  then  to  reward  the 
best  results  with  more  money  to  man- 
age and  to  take  funds  away  from  the 
management  which  does  not  do  so 
well.  All  this  is  very  important  when 
at  least  50%  of  all  stock  trading  is  by 
institutions.  The  performance  bit  rubs 
off  on  the  individual  as  well  as  on  the 
conservative   money  manager. 

The  representative  decision-maker 
in  today's  institutional  activities  is  an 
entirely  different  type  of  person  from 
the  old  Massachusetts  "prudent  man" 
investor.  He  is  usually  very  young  and 
has  little  patience  with  a  good  solid 
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We  seek  growth  opportunities  for  companies. 


TPO  Incorporated 

61  Broadway 

New  York,  N.Y.  10006 

Members:  New  York  and 

American  Stock  Exchanges. 


This  advertisement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


September  24,  1969 


400,000  Shares 

Bresnahan  Computer 
Corporation 


Common  Stock 

($1.00  Par  Value) 


Price  $9  per  Share 


Copies  of  the  Prospectus   may   be  obtained  from   such   of  the  undersigned 
and  other  underwriters  as  may  lawfully  offer  these  securities  in  this  State. 

Walston  &  Co.,  Inc. 
J.  C.  Bradford  &  Co.      Gregory  &  Sons     H.  Hentz  &  Co.     Hirsch  &  Co., 

Incorporated  Incorporated 

Rauscher  Pierce  &  Co.,  Inc.  Thomson  &  McKinnon.Inc.  Boettcher  and  Company 

The  Chicago  Corporation       Emanuel,  Deetjen  &  Co.       Fahnestock  &  Co. 

First  of  Michigan  Corporation         Halle  &  Stieglitz 

Stifel,  Nicolans  &  Company 

Incorporated 


McCormick  &  Co. 

Incorporated 


company  that  just  represents  an  in- 
vestment in  a  cross  section  of  the 
American  economy,  or  with  a  5% 
dividend  return  on  the  shares  of  a 
company  growing  at  the  rate  of  5%, 
6%  or  7%  compounded  annually. 
Through  dividends  plus  capital  appre- 
ciation, a  growth  rate  of  12%  or  better 
is  sought;  and,  in  full  realization  that 
some  things  will  be  disappointing,  he 
feels  that  he  must  find  as  many  com- 
panies as  he  can  where  the  growth 
rate  promises  to  be  20%  or  more.  He's 
not  interested  in  dividend  return  per 
se.  If  he  wants  income,  and  perhaps 
very  little  more,  he  can  get  8%  to  9% 
in  good  bonds  as  against  5%  or  less  in 
stocks,  so  why  buy  stocks  at  all? 

A  Buying  Area 

But,  you  ask,  is  it  not  true  that  the 
economy  is  about  to  slow  down,  and 
that  aggregate  corporation  earnings 
for  the  next  three  or  four  quarters 
will  be  in  a  declining  trend?  Sure, 
that's  my  opinion,  and  I  think  the 
standard  forecast.  Well,  we  have  been 
discounting  that  ever  since  the  Dow 
sold  at  the  980-990  area  early  this 
year  and  late  last.  And,  if  the  econ- 
omy does  slow  down  on  time  in 
accord  with  Washington  aims,  plans 
and  forecasts,  the  heavy  heel  of  the 
Fed  probably  will  be  coming  down 
much  less  hard  on  the  credit  situation. 
Money  rates  won't  go  back  to  6% 
soon,  but  we  could  see  the  bottom  of 
the  bond  market  some  time  in  the 
next  three  or  four  months. 

Now  I  don't  want  to  be  misunder- 
stood. From  a  near-term  point  of 
view,  this  column  reads  much  more 
bullish  than  intended.  My  opinion 
(which  never  is  worth  too  much  on  a 
short-term  basis)  is  that  the  DJI  will 
test  and  violate  the  July  lows  some 
time  before  the  end  of  November, 
probably  sooner.  While  quite  a  few 
stocks  have  made  their  bear-market 
lows,  a  majority  has  not.  I  do  think 
that  when  the  Dow  gets  down  under 
800  most  stocks  will  be  in  a  buying 
area,  just  as  most  stocks  were  in  a 
selling  area  at  925  to  1000. 

Some  stocks  that  I  like?  Here  are  a 
few  (the  lower  you  can  buy  them  the 
better ) :  Federal  National  Mortgage, 
MoCulloch  Oil,  Chrysler,  Leisure 
Group,  Allied  Chemical,  United  Air- 
craft, Texas  Gulf  Sulphur,  Union  Paci- 
fic Corp.,  Motorola,  American  Air- 
lines, Austral  Oil  (very  speculative), 
Skyline,  Statham  Instruments,  Bendix. 
Prentice-Hall  and  Western  Union.  I'm 
not  enthusiastic  about  buying  Ameri- 
can Telephone  here.  Too  many  funds 
own  it  and  wish  they  didn't.  It's  hard 
to  justify  a  return  of  less  than  5%  on 
this  stock  when  the  first  mortgage 
bond  of  the  company's  better  sub- 
sidiaries vields  8%  to  8/4%.  ■ 
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Two  Investors 

Two  investors  had  a  vehement  disagreement  over  the 
relative  merits  of  a  particular  stock.  One  investor  said 
he  was  right  in  wanting  to  purchase  100  shares.  The 
other   investor,    who   already   owned    100    shares,    in- 
sisted that  he   would  sell.  Both  investors  were  so 
strong  in  their  beliefs,  they  decided  to  leave  the  judg- 
ment as  to  who  was  right  to  a  mutual  friend  of  theirs. 
This  friend  was  familiar  with  the  investment  needs  of 
each.  Being  a  wise  man,  he  conducted  an  intensive  study 
of  the  stock  by  utilizing  the  information  provided  in  his 
investment  advisory  service.  Much  to  the  surprise  of  the 
two  investors,  the  friend  decided  both  were  right.' 


You  ask  "HOW  IS  THIS  POSSIBLE?" 

Very  simple.  The  wise  friend  was  a  longtime  subscriber  to 
THE  VALUE  LINE  INVESTMENT  SURVEY  and-by  using 
Value  Line's  objective  determinations  of  probability— he 
discovered  that  the  intentions  of  both  investors  were  con- 
sistent with  an  evaluation  of  the  facts  in  terms  of  their 
personal  investment  goals. 

As  a  subscriber  to  The  Value  Line  Investment  Survey, 
you  can  have  these  evaluations  weekly  on  1400  stocks- 
including  nearly  every  common  stock  traded  on  the  New 
York  Stock  Exchange... plus  300  others. 

HOW  DOES  VALUE  LINE  DO  THIS? 

By  systematically  rating  every  week  what  the  probable 
price  changes  of  each  of  the  1400  stocks  will  be  — relative 
to  all  the  others  — in  three  specific  time-periods  in  the 
future:  •  The  next  12  months  •  Three  to  five  years  •  Be- 
yond five  years 

Utilizing  objective  statistical  measurements  of  price/ 
earnings  relationships  and  growth  rates,  Value  Line  de- 
termines the  100  stocks  likely  to  outperform  the  others 
in  the  coming  year  and  rates  this  group  as  J  (Highest). 
The  next  group  of  300  stocks  is  rated  II  (Above  average). 
The  next  group  of  600  stocks  is  rated  III  (Average).  The 
next  300  issues  are  rated  IV  (Below  average).  And  the 
final  group  of  100  stocks  is  rated  V  (Lowest). 
Value  Line  uses  a  unique  method  of  assigning  an  index 
number  to  each  of  the  following  four  weekly  ratings: 

(1 )  Probable  Market  Performance  in  the  next  1 2  months 

(2)  Appreciation  Potential  3  to  5  years  from  now 

(3)  Quality  (Dependability  beyond  5  years) 

(4)  Estimated  Yield  in  the  next  12  months 

By  weighting  the  index  numbers  of  these  ratings  to  accord 
with  your  own  investment  goals  you  can  gauge  how  suit- 
able any  one  of  the  1400  stocks  is  for  you  personally 
and  now. 

Therefore,  if  one  investor's  major  goal  is  current  income 
and  another's  is  growth  beyond  five  years,  it  could  be 
right  for  one  stockholder  to  sell  XYZ  company  while, 
at  the  same  time,  logical  for  another  investor  to  buy  it. 
In  addition  to  the  ratings,  you  receive  full-page  reports  on 
each  stock  four  times  a  year,  or  more  often  if  evidence 
requires.  At  the  same  time  you  receive  a  remarkably  clear 
presentation  of  the  most  significant  statistical  trends  over 
the  company's  past  15  years.  All  this  is  provided  so  that 


if  you  disagree  with  Value  Line's  ratings,  you  know  what 
you  are  disagreeing  with  and  why. 

The  coupon  below  will  permit  you  to  put  The  Value  Line 
Investment  Survey  to  the  test,  under  our  money-back 
guarantee.  If,  for  any  reason,  Value  Line  should  fail  to 
come  up  to  your  expectations,  return  the  material  within 
30  days  and  your  money  will  be  refunded  in  full  and  at 
once.  You  may  receive  Value  Line  for  the  term  you  check 
—one  year  for  $167,  three  months  for  $44,  or  four  weeks 
for  $5.  The  complete  weekly  editions  of  The  Value  Line 
Investment  Survey  will  be  yours.  Each  weekly  edition  con- 
sists of  full-page  reports  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry  groups... plus  the 
24-page  Weekly  Summary  of  Advices  &  Index  and  the  8- 
page  Selection  &  Opinion  editorial  section . . .  plus  the 
monthly  Special  Report  on  insider  transactions  and  the 
quarterly  Special  Report  on  mutual  fund  transactions  is- 
sued during  the  term  of  your  subscription. 
BONUS  'With  the  annual  or  three-month  subscription, 
Value  Line  will  ship  to  you  immediately  the  2-volume 
Investors  Reference  Library,  which  will  give  you  the  latest 
full-page  reports  on  all  1400  stocks  published  prior  to 
your  subscription.  During  the  subscription  period  the 
reports  on  all  1400  stocks  will  be  revised  and  updated 
systematically  every  13  weeks. 

n  fairness  to  regular  subscribers,  who  pay  $167  a  year  lor  The  Value  Line 
nvestment  Survey,  we  cannot  make  the  $5  introductory  subscription  avail- 
able to  those  who  have  had  such  a  4-week  subscription  within  the  past 
six  months. 


□  ONE  YEAR- $167 
(52  EDITIONS) 


|      I  H-MONTH  TRIAL- J  44 


(13  EDITIONS) 


Send  me  the  complete  service  tor  the  term  checked  plus 
—  as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
D  Payment  enclosed  O  Bill  me 


□ 


FOUR  WEEK  TRIAL-J5 

(4  EDITIONS) 


Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.  I  enclose 
payment 


If  dissatisfied  for  any  reason.  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 
Address  


AA16-44 


City_ 


Z'P 


{Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LINE 

INVESTMENT   SURVEY 

Published  by  Arnold  Birnhard  6  Co..  Inc. 
5   EAST  44th  STREET,   NEW  YORK,  N.  Y.   10017 
(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Blue-Chip  Growth  Stocks 


The  stock  market  made  its  high 
last  December.  For  many  months 
thereafter  the  economy  continued  to 
flourish  and  profits  were  rising.  Yet 
stock  prices  were  in  a  definite  down- 
trend, reflecting  the  collective  judg- 
ment of  investors  that  the  Federal 
Reserve's  restrictive  credit  policies, 
sooner  or  later,  would  slow  down  the 
pace  of  business  and  adversely  affect 
corporate  earnings. 

This  has  now  come  to  pass.  There 
is  no  zip  in  the  economy.  Industrial 
production  is  tapering  off,  retail  sales 
are  sluggish,  housing  is  in  a  deep 
slump,  and  while  the  gross  national 
product  continues  to  rise,  this  is 
largely  the  result  of  price  inflation 
rather  than  a  sign  of  real  growth. 
Many  third-quarter  reports  will  make 
disappointing  reading,  and  the  fourth 
quarter  will  be  worse. 

Discounting  the  Future 

Although  there  is  every  reason  to 
believe  that  this  picture  will  deteri- 
orate further  in  the  months  ahead, 
the  stock  market  seems  to  be  in  the 
process  of  bottoming  out.  The  urge 
to  sell  has  subsided.  According  to 
latest  published  figures,  the  mutual 
funds  have  nearly  10%  of  their  assets 
in  cash.  This  is  an  unusually  high 
percentage,  and  in  the  past  this 
marked  the  end  of  a  bear  market. 
Another  indication  is  the  increase  in 
the  short  position  which  is  now  high 
in  relation  to  the  present  low  trading 
volume.  The  market,  apparently,  is 
once  again  discounting  the  future, 
possibly  as  far  ahead  as  mid-1970, 
when  the  economy  is  expected  to 
resume  its  expansion.  What  is  the 
rationale  behind  this  comparatively 
optimistic  assumption? 

It  is  becoming  evident  that  mone- 
tary policies  alone  will  not  curb  in- 
flation, unless  they  are  pursued  with 
such  vigor  and  determination  as  to 
cause  a  major  recession  and  massive 
unemployment.  It  is  most  doubtful 
that  either  the  Fed  or  the  Nixon  Ad- 
ministration is  willing  to  bear  the  onus 
for  this.  The  social  and  political  con- 
sequences could  be  so  serious  that 
continued  inflation,  hopefully  at  a  re- 
duced rate,  would  be  by  far  the  minor 
evil.    Furthermore,    inflationary    pres- 
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sures  are  on  the  rise  all  over  Western 
Europe,  and  so  long  as  our  inflation 
is  not  much  worse  than  theirs,  we 
can  afford  to  view  this  problem  with 
greater  equanimity. 

If  future  events  should  support  this 
analysis,  investors  would  be  justified 
in  taking  a  less  negative  attitude  to- 
wards the  stock  market.  We  may  not 
be  out  of  the  woods  entirely,  but  there 
does  seem  to  be  a  faint  glimmer  of 
light  on  the  horizon. 

The  Long-Range  View 

Not  many  companies  can  boast  of 
a  finer  record  of  steady  growth  and 
lush  profit  margins  than  Auon  Prod- 
ucts, the  largest  maker  of  cosmetics 
and  toiletries  in  the  U.S.,  whose  prod- 
ucts are  sold  by  more  than  400,000 
salespeople,  mostly  housewives  work- 
ing part  time.  Sales  have  quadrupled 
in  the  past  decade  and  profits  have 
done  even  better.  No  wonder  that  for 
years  investors  have  been  paying 
steep  premium  prices  for  this  stock, 
which  is  one  of  the  few  to  reach  an 
all-time  high  lately.  At  its  peak  price 
of  165/s  Avon  was  selling  at  over  50 
times  this  year's  earnings  and  about 
20  times  its  book  value  at  the  1969 
year's  end.  The  market  value  of  Avon 
capitalization  is  $4.75  billion,  or  just 
about  the  same  as  the  huge  Ford 
Motor  Co.,  whose  net  income  is  larger 
than  Avon's  sales. 

Ford  now  sells  at  barely  nine  times 
earnings  and  at  just  about  its  book 
value.  The  well-covered  dividend  pro- 
vides a  return  of  5.5%,  nearly  five 
times  as  much  as  you  can  get  on 
Avon  this  year.  On  the  surface  Ford 
looks  like  a  bargain  by  comparison, 
but  where  will  these  companies  be 
five  or  ten  years  from  now?  Auto- 
making  is  not  a  growth  industry,  and 
Ford  is  so  big  already  that  growth 
through  acquisition  is  virtually  out  of 
the  question  for  antitrust  reasons.  Avon, 
on  the  other  hand,  is  likely  to  grow  at 
an  annual  rate  of  at  least  15%,  which 
means  doubling  in  five  years.  Can  that 
pace  be  maintained?  Most  probably. 
Avon  is  expanding  all  over  the  world, 
and  growing  affluence  will  permit 
people  to  enjoy  the  modest  luxuries 
of  good  toiletries  and  cosmetics;  and 
housewives  everywhere  like  to  aug- 
ment the  family  income. 

It  is   quite  likely  that   Ford,   now 


selling  at  a  comparatively  depressed 
level,  will  prove  to  be  a  profitable 
investment  over  the  next  year  or  two. 
You  don't  have  to  stretch  your  imag- 
ination to  visualize  a  30%  gain.  But 
wilL  it,  can  it,  break  out  of  its  con- 
fining range,  roughly  between  40% 
and  60%?  That  is  the  big  question. 
Unless  the  company  develops  greater 
dynamism  than  is  visible  at  present, 
the  answer  will  have  to  be  negative. 
*  -With  Avon  Products,  on  the  other 
hand,  and  companies  like  it,  you  can 
let  your  dreams  run  wild.  You  don't 
look  at  the  high  price/earnings  ratio 
and  the  niggardly  yield  of  today.  You 
simply  project  the  fabulous  growth 
record  of  the  past  into  the  future. 
There  is  no  confining  range  beyond 
which  the  stock  can't  go.  That  is  why 
the  long-range  investor — not  the  go- 
go  speculator — buys  and  is  willing  to 
hold  on  indefinitely  to  blue-chip 
growth  stocks  of  this  kind.  Not  even 
a  9%  coupon  on  a  bond  will  tempt  him 
to  do  otherwise. 

These  very-high-multiple  stocks  are 
not  everybody's  cup  of  tea.  While 
Avon  Products,  in  addition  to  its 
excellent  growth  rate,  also  has  a  re- 
markable degree  of  price  stability 
(new  record-high  prices  in  every  year 
of  this  decade),  other  super-blue  chips 
have  suffered  occasional  setbacks  that 
can  rattle  your  nerves.  Who  can  forget 
1962  when  IBM  dropped  over  50% 
within  six  months?  Or  the  frightful 
pounding  taken  by  stocks  like  Xerox 
in  1966  and  Control  Data  in  early 
1968?  To  be  sure,  all  these  stocks 
came  back  swiftly  and  subsequently 
advanced  to  new  peaks,  but  the  high 
volatility  of  such  issues,  especially 
when  subjected  to  mutual  fund  buy- 
ing and  dumping,  is  of  course  a 
serious  drawback. 

Not  for  Yield 

The  average  individual  investor  will 
probably  be  happier  with  a  more 
balanced  portfolio.  That  it  should  be 
heavily  loaded  with  strong  growth 
stocks  goes  without  saying,  but  there 
are  many  companies  with  probable 
future  growth  rates  of  12%-15%  per 
annum  that  are  selling  at  less  lofty 
P/Es.  Among  them  are  Sears  and 
/.  C.  Penney,  Caterpillar  Tractor, 
Black  6-  Decker,  ITT,  Minnesota 
Mining,  Disney,  Bristol-Myers,  prob- 
ably some  oils  like  Atlantic  Bichfield, 
and  smaller  companies  like  Papercraft, 
Kinney  or  Kelley  Services.  It  will  be 
noted  that  the  current  dividend  return 
on  all  these  stocks  is  insignificant,  par- 
ticularly by  comparison  with  present 
bond  yields.  This  merely  proves  what 
I  have  been  saying  in  this  column  for 
years,  that  dividend  yield  should  be 
one  of  the  last  considerations  in 
selecting  stocks  for  investment.  ■ 


88 


FORBES,  OCTOBER  15,  1969 


"I  wish  I'd  known  that 
about  the  company  before 
I  bought  the  stock!" 


Have  you  ever  said  this? 

Have  you  ever  lost  money  on  a 
stock  because  you  didn't  know  enough 
about  it  before  you  bought  it? 

Do  you  find  a  month  or  so  after 
you  buy  a  stock  that  you  know  much, 
much  more  about  it  than  you  did  just 
before  you  decided  to  buy  ?  That  you 
become  aware  of  many  facts,  avail- 
able before  you  bought,  which  you 
just  didn't  know? 

If  your  answer  is  "yes"  to  any  of 
these  questions,  we  at  Moody's  be- 
lieve our  Handbook  of  Common 
Stock*  can  save  you— or  help  you 
make— many  times  its  cost.  There  are 
two  big  reasons  why: 

1.  Every  stock  —  or  nearly  every 
stork— you're  likely  to  buy  is  covered 
by  Moody's  Handbook.  One  thousand 
and  ten  active  stocks  are  covered  in 
detail— a  full  page  is  devoted  to  each. 
And  summary  data  —  sufficient  for 
many  investment  decisions  — is  pro- 
vided for  an  additional  1214  stocks. 
Totaling  2214  stocks  in  all.  Nearly 
every  stock  listed  on  The  New  York 
Stock  Exchange  and  on  the  Ameri- 
can Exchange  plus  125  important 
unlisted  stocks ! 

2.  You  quickly  and  easily  get  the 
information  you're  likely  to  need  on 
1010  active  stocks.  The  Comment  at 
the  top  of  the  page  immediately  tells 
you  whether  the  stock  is  the  type 
you're  looking  for.  Delmarva  Power 
&  Light  Company,  for  example,  is 
described  as  "A  high  grade  stock 
with  a  record  of  steadily  increasing 
dividends.  Better  than  average 
growth  is  indicated  by  reason  of  ex- 
panding economy  of  the  service 
area."  The  Comment  on  Continental 
Airlines,  in  contrast,  reads,  "A  spec- 
ulative stock  with  long  term  capital 
gain  possibilities." 

With  Comments  like  these,  you 
know  right  away  whether  a  stock  is 
wrong  for  you,  in  the  opinion  of 
Moody's  professional  analysts,  or 
whether  you  should  consider  the 
stock  further. 

And  the  rest  of  the  page  gives  you 
plenty  of  facts  to  help  you  decide 
whether  you  should  buy  the  stock  or 
not. 


A  chart  shows  you  the  stock's  price 
movement  monthly— in  most  cases  for 
the  past  16  years.  You  can  see  whether 
the  stock  has  been  performing  better 
or  worse  than  others  in  the  same  in- 
dustry by  comparing  its  price  move- 
ment with  an  average  of  stocks  in 
the  same  industry,  plotted  on  the 
same  chart  (except  for  some  unique 
stocks).  And  you  can  see  whether 
the  stock  has  been  doing  better— or 
swinging  more  widely— than  the  mar- 
ket as  a  whole  by  comparing  it  with 
the  Moody's  Industrials  Average, 
also  plotted  on  the  same  chart. 

In  addition,  earnings  per  share 
and  dividends  per  share  for  each 
year  are  shown  in  such  a  way  that 
you  can  easily  compare  them  with 
the  stock's  price  movement  during 
that  year. 

That's  only  the  beginning.  Concise 
paragraphs  describe  the  company's 
Background,  Recent  Developments 
and  Prospects.  Figures  for  each  of 
the  past  11  years  are  given  for : 

Revenues  Earnings  per  Share 

Operating  Profit  Dividends  per  Share 

Margin  Dividend 

Net  Income  Payout  (90 

Working  Capital  Price  Range 

Senior  Capital  Price-Earnings 

Cash  Flow  per  Ratio 

Share  Average  Yield 
.      Number  of  Shares  Outstanding 


Latest  available  Interim  Earnings 
are  also  included.  As  well  as  Dividend 
Payment  Dates  for  the  past  three 
years.  Plus  much  other  valuable  in- 
formation: Where  Listed,  Recent 
Price,  Indicated  Dividend  and  Yield, 
Ticker  Symbol,  Number  of  Stock- 
holders, Number  of  Institutions 
Owning  Stock,  Number  of  Shares 
Institutions  Own,  Address  of  Prin- 
cipal Office,  Names  of  Principal 
Officers,  etc. 

If  the  significance  of  some  of  this 
information  is  not  apparent,  you  can 
turn  to  the  front  of  Moody's  Hand- 
book where  terms  are  defined  and 
what  professionals  usually  deduce 
from  the  statistics  is  described. 

Consider  how  much  money  this  in- 
formation is  likely  to  save  you  next 
time  you  invest.  Or  how  much  money 
it  may  help  you  make.  Is  it  likely  to 
net  you  several  hundred  dollars? 
Several  thousand  dollars? 

Consider  also  how  much  you'd  be 
willing  to  pay  for  Moody's  Handbook 
of  Common  Stocks.  And  then  look  at 
the  price.  Only  $12.  And  that's  tax- 
deductible. 

Isn't  our  promise  that  "Moody's 
Handbook  is  likely  to  save  you  — or 
help  you  make— many  times  its  cost" 
a  conservative  one? 

Won't  you  be  happier  a  year  from 
now  if  you  mail  the  coupon  today  and 
get  Moody's  Handbook  before  you 
buy  or  sell  another  stock? 


MOODY'S  INVESTORS  SERVICE.  INC 
99  Church  Street,  New  York,  N.  Y.  10007 

Please  send  Moody's  Handbook  of  Common  Stocks  containing 
information  about  2214  stocks.  If  I  am  not  completely  satisfied, 
I  will  return  the  book  within  10  days  without  obligation. 

Name  (printed) 

Street  Address 


City 


State 


Zip  Code 
146-69 


□  If  checked  here, 
check  for  $12.00  is 
enclosed  which  will 
save  me  postage  and 
handling  costs.  If  I 
am  not  completely 
satisfied  with  the 
Guide  and  the  Hand- 
book,  I  wi  1 1  return 
them,  and  Moody's 
will  promptly  refund 
$12.00  to  me. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


The  Cash  Builds  Up 


Incongruous  though  it  may  seem, 
one  can  think  of  the  stock  market  as 
gaining  technical  strength  while  prices 
fall.  Very  broadly  speaking,  the 
rationale  for  this  view  arises  from  the 
normal  tendency  of  investors  to  ac- 
cumulate surplus  buying  power  in 
anticipation  of  still  lower  prices.  Ac- 
cordingly, the  technical  analyst  trying 
to  identify  the  end  of  a  bear  market 
is  on  the  lookout  for  tangible  signs  of 
increasingly  massive  buying  power  on 
the  sidelines,  especially  in  the  after- 
math of  a  sharp  and  prolonged  de- 
cline. Since  late  July,  such  indications 
have  been  multiplying  encouragingly. 

The  short  interest,  for  reasons  out- 
lined here  two  weeks  ago,  is  one 
stock-market  sector  where  a  rise  in 
potential  buying  power  and  latent  de- 
mand can  become  readily  conspicuous. 
By  mid-September,  the  number  of 
shares  sold  short  on  the  New  York 
Stock  Exchange  but  not  yet  purchased 
had  risen  almost  2  million  since  mid- 
July,  swelling  the  total  short  position 
to  18.3  million  shares,  the  equivalent 
of  1.97  times  average  daily  trading 
volume.  This  placed  the  "short  in- 
terest ratio"  squarely  in  the  high 
range  that  has  been  characteristic  of 
major  market  bottoms  since  the  early 
1930s.  In  more  recent  years,  the  ratio 
reached  1.97  in  September  1968,  2.17 
in  March  1968,  1.96  in  September 
1967,  2.05  in  November  1966,  and 
2.00  in  October  1962— all  periods  of 
deep  gloom  that  were  followed  be- 
fore very  long  by  sharp  improve- 
ments in  the  over-all  price  level. 

If  the  latest  rise  in  the  short-interest 
ratio  reflects  a  marked  sharpening  of 
speculative  pessimism  during  the  sum- 
mer months,  a  parallel  deterioration  of 
investment  confidence — a  consequent 
rise  in  sidelined  buying  power — has 
become  increasingly  apparent  on  the 
mutual-fund  sector.  Although  the 
hinds,  in  the  aggregate,  bought  con- 
siderably more  stock  than  they  sold 
during  the  year's  second  quarter,  indi- 
cations are  that  they  turned  extremely 
reluctant  to  buy  on  balance  in  July, 
when  the  Dow  plummeted  to  800, 
and  were  net  sellers  in  August,  when 
prices  began  to  recover  from  their 
May-July  collapse.  As  a  result,  and 
also  because  of  rising  new-cash  re- 
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ceipts  (net)  from  the  sale  of  their 
own  shares  to  the  investing  public,  the 
funds'  collective  reserves  of  cash  and 
equivalents  rose  to  a  record  high 
above  $4.6  billion  at  the  end  of  Au- 
gust. At  this  level,  their  cash  holdings 
were  equal  to  9.5%  of  total  net  assets, 
the  highest  cash  ratio  since  the  bear 
market  started.  By  comparison,  the 
funds'  cash  ratio  rose  to  9.3%  in  March 
1968,  just  before  the  stock  market 
staged  last  year's  major  advance;  to 
9.7%  (an  all-time  high)  in  November 
1966,  about  six  weeks  after  a  final 
bear-market  low;  and  to  7%  in  Sep- 
tember 1962,  following  another  bear- 
market  low  by  about  three  months.  In 
other  words,  the  funds  as  a  group 
were  relatively  about  as  cash-rich  by 
Labor  Day  as  they  have  been  at  any 
time  in  the  past,  and  their  buying 
power  can  once  again  be  regarded  as 
a  major  factor  in  the  buildup  of  tech- 
nical strength  needed  to  arrest  and 
reverse  a  bear  market. 

A  Stampede  in  the  Making 

As  this  column  has  emphasized  on 
similar  occasions  in  the  past,  it  is  im- 
portant to  realize  that  extraordinarily 
high  mutual-fund  cash  reserves  in  re- 
lation to  total  net  assets,  especially 
when  traceable  to  a  combination  of 
hoarded  new-cash  inflows  and  net  sales 
of  portfolio  stock  (as  was  the  case  last 
summer),  are  technically  akin  to  a 
large  short  interest  on  the  speculative 
sector.  This  is  so  because  a  mutual 
fund  must  stand  ready  to  redeem  its 
own  shares  from  the  public,  on  de- 
mand, at  the  current  per-share  market 
value  of  its  investment  holdings. 
Thus,  a  fund  manager  who  hoards 
new  cash  and  sells  investments  to  in- 
crease his  cash  reserves  speculates 
not  only  that  he  will  be  able  to  invest 
the  hoarded  cash  at  lower  market 
levels,  but  also  that  he  will  be  able  to 
redeem  his  fund's  stock  at  reduced 
valuations.  In  effect,  when  he  sells 
kind  shares  to  the  public  without 
promptly  investing  all  or  most  of  the 
proceeds  in  the  stock  market,  he  sells 
short  his  own  stock  and  at  the  same 
time  is  short  with  respect  to  the  mar- 
ket at  large  because  he  must,  sooner 
or  later,  become  a  buyer  of  stock, 
much  like  any  speculative  short  seller. 

In  this  situation,  portfolio  managers 
understandably  can  become  extremely 


trigger-happy  while  waiting  for  stock 
prices  to  drop  and  have  been  known 
to  stage  buying  stampedes — as  in 
January  1967  and  April  1968,  when  it 
became  apparent  that  the  market's 
path  of  least  resistance  was  no  longer 
down.  Indeed,  it's  probably  no  exag- 
geration to  say  that  excessive  cash  re- 
serves among  mutual  funds  can  be  far 
more  potent  fuel  for  rising  stock 
prices  than  the  conventional  short  in- 
terest". As  of  the  end  of  August,  the 
funds'  collective  cash  reserves  may 
have  been  excessive  by  some  $1  bil- 
lion (about  2%  of  total  net  assets),  if 
not  more.  This  sum  would  buy 
roughly  25  million  shares  of  stock,  or 
about  25%  more  than  would  be 
needed  to  cover  the  entire  mid-Sep- 
tember NYSE  short  position  (which 
is  never  closed  out  completely  but,  at 
most,    reduced    by    large    fractions). 

Bear  in  mind,  too,  that  the  funds' 
aggregate  net  purchases  of  common 
stock  in  the  last  two  years'  averaged 
only  about  $400  million  quarterly, 
while  their  net  inflow  of  new  cash 
from  the  public  has  averaged  over 
$600  million.  This  means  that  fund 
managers  are  under  recurrent  pressure 
to  put  surplus  cash  to  work  in  the 
stock  market.  If  my  estimate  is  cor- 
rect, this  surplus  is  now  roughly  equal 
to  a  half  year's  net  portfolio  buying, 
not  counting  future  new  cash  receipts, 
which  could  double  the  potential. 

Elsewhere  in  the  stock  market,  too, 
there  is  mounting  evidence  of  stead- 
ily increasing  buying-power  reserves. 
Margin-account  investors  for  example, 
have  continued  to  reduce  their  in- 
debtedness to  brokerage  houses;  at 
the  end  of  August,  debit  balances 
were  nearly  $1.7  billion  below  their 
June  1968  peak.  Among  private  non- 
insured  pension  funds,  a  major  factor 
in  the  institutional  area,  holdings  of 
cash  rose  sharply  during  the  second 
quarter  and  were  as  high  at  mid-year 
as  they  have  been  at  any  time  in  re- 
cent years. 

In  sum,  there  is  reason  to  believe 
that  the  stock  market's  technical  posi- 
tion, going  into  autumn,  was  stronger 
than  it  had  been  when  the  Dow  hit 
800  at  the  end  of  July  under  climactic 
selling  pressure,  even  though  the 
over-all  price  level  deteriorated  no 
further.  To  my  mind,  this  means  that 
the  risk  of  .significant  new  price  weak- 
ness was  much  reduced  and  that  the 
probabilities  had  shifted  in  favor  of 
an  advance  into  the  high  800s  of  the 
Dow  before  too  long.  I  think  one 
sensible  way  to  implement  this  rea- 
soning now  would  be  through  pur- 
chase ol  some  leading  bank  stocks 
listed  on  the  NYSE  (banks  should  be 
among  the  first  to  benefit  from  lower 
money  costs ) .  ■ 
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With  so  many  Mutual  Funds  to  pick  from, 
why  should  you  buy  without  impartial  advice? 

Introducing  a  new  service  from  United  Business  Service  Company 

UNITED 

Mutual  Fund  Selector 

COMPREHENSIVE,  AUTHORITATIVE,  UNBIASED 
COVERING  OVER  300  MUTUAL  FUNDS 

Facts,  figures,  analysis  •  Specific  buy  advice 

UNITED  Mutual  Fund  Selector  covers  features  like  these: 


Best  Performing  Funds— See  which  funds  were 
the  market  leaders  this  year,  last  year. 

Supervised  List— Special  Staff  selections  of 
funds  to  meet  objectives  of  growth  or  income. 

No-Load  Funds— A  careful  appraisal  of  the 
performance  of  the  no-load  funds. 

Stock  Market — Clear  and  concise  editorial 
comment  on  recent  stock  market  action. 

Mutual  Funds  in  the  News— Features  lively 
summary  of  newsworthy  developments. 


•  Go-Go  Funds — Examination  of  both  the  profit 
possibilities  and  risks  in  this  field. 

•  Detailed  Buying  Recommendations — Unbiased 
evaluation  of  fund  holdings  and  performance. 

•  New  Funds  in  Registration— Brief  comments 
showing  sponsors  and  objectives  of  new  funds. 

•  Small  Funds— Ratings  of  performance  and 
portfolios  of  interesting  smaller  funds. 

•  Withdrawal  Plans— How  to  draw  a  regular 
income  without  taking  undue  risks. 


•  Dollar  Averaging— One  approach  to  a  capital 
building  program  through  the  use  of  funds. 

•  Analysis  of  Individual  Funds— Informative  and 
concise  appraisals  of  important  funds. 

•  10-Year  Performance  Records— A  statistical 
appraisal  of  various  mutual  funds. 

•  Statistical  Analysis— Monthly  feature  showing 
vital  statistics  on  over  300  funds. 

•  Dual  Funds,  Hedge  Funds,  Income  Funds, 
Closed-end  Funds,  etc. 


Here  is  a  partial  list  of  the 
over  300  Funds  that  will  be  covered: 


Affiliated  Fund 
All  American  Fd 
Amer    Diversif    Inv. 
American  Oualvest 
American  Growth  Fd. 
American  Invest    Fd 
American  Mutual  Fd. 
American  Natl  Gr    Fd 
Amer   Res.  and  Devel 
Anchor  Funds 
Associated  Fund  Trust 
Axe-Houghton  Funds 
Babson    David  L.)  Inv. 
Blue  Ridge  Mutual 
Boston  Funds 
Broad  St.  Invest. 
Bullock  Fund 
Capital  Funds 
Central  Securities 
Century  Shares 
Channing  Funds 
Chase  Funds 
Chemical  Fund 
Colonial  Funds 
Commerce  Fund 
Commonwealth  Fds. 
Competitive  Cap.  Fd. 
Composite  Funds 
Concord  Fund 
Consolidated  Inv.  Tr. 
Contrafund 
Convert.  Securities 
Crown  Western  Fds. 
Delaware  Fund 
De  Vegh  Mutual  Fd. 
Dividend  Shares 
Dominick  Fund 
Dow  Theory  Invest. 
Dreiel  Equity  Fund 
Dreyfus  Fund 
Eaton  &  Howard  Fds. 
Eberstadt  Fund 
Employers'  Grp. 
Energy  Fund 
Enterprise  Fund 
Equity  Funds 
Everest  Income  Fd. 
Explorer  Fund 


(Egret) 


Fairfield  Fund 
Farm  Bureau  Mut.  Fd. 
Federated  Growth 
Fidelity  Funds 
Financial  Funds 
First  Investors  Funds 
First  Multifund  of  Amer 
Fletcher  Funds 
Founders  Mut.  Fd. 
Franklin  Funds 
Freedom  Fund 
Fund  of  America 
Gemini  Fund 
Gen.  Amer.  Invest. 
General  Securities 
Gibraltar  Growth 
Group  Securities  Fds. 
Growth  Industry  Shs. 
Gryphon  Fund 
Guardian  Mutual  Fd. 
Hamilton  Fds. 
Hartwell  &  Campbell 
Hedge  Fund 
Hemisphere  Fd. 
Horace  Mann  Fd. 
Hubshman  Fund 
IDS  Funds 
Imperial  Funds 
Income  and  Capital 
Income  Foundation  Fd. 
Income  Fd.  of  Boston 
Independence  Fd. 
Industry  Fd.  of  Amer. 
Insur.  &  Bank  Fd. 
Invest.  Co.  Amer. 
Investors  Mutual  Fds. 
ISI  Funds 
Istel  Fund 
Ivest  Fund 
Ivy  Fund 

Johnston  Mutual  Fd. 
Keystone  Funds 
Knickerbocker  Fds. 
Leverage  Fd.  Boston 
Life  Ins.  Invest. 
Life  &  Growth  Stk.  Fd. 
Ling  Fund 
Loomis-Sayles  Fds. 


Manhattan  Fund 

Mass.  Inv.  Trust  Fds. 

Mates  Fd. 

Moody's  Funds 

B.  C.  Morton  Fds. 

MIF  Funds 

Mutual  of  Omaha  Tds. 

Mutual  Shares  Corp. 

Mutual  Trust 

Naess  &  Thomas  Spec. 

National  Industries 

National  Investors 

National  Secur.  Fds. 

Nation-Wide  Secur. 

NEA  Mutual  Fd. 

Neuwirth  Fund 

New  Horizons  Fund 

Oceanographic  Fd. 

Omega  Fund 

O'Neil  Fund 

One  Hundred  Fund 

One  William  St.  Fd. 

Oppenheimer  Fund 

Pennsylvania  Mut.  Fd. 

Penn  Square  Mut.  Fd. 

Pioneer  Fund 

T.  Rowe  Price  Gr.  Fd. 

Puritan  Fund 

Putnam  Funds 

Scudder  Funds 

Security  Funds 

Selected  Funds 

Side  Fund 

Sigma  Capital  Shs. 

Steadman  Funds 

Stein  Roe  &  Farnham  Fds. 

The  Technical  Fd. 

Technivest 

Technology  Fund 

Transamerica  Capital 

Tri-Coritinental  Corp. 

Twentieth  Century  Fds. 

Unified  Mutual  Shs. 

United  Funds 

Value  Line  Funds 

Vanguard  Fund 

Wellington  Fund 

Winfield  Growth  Fund 


Save  20%  on  your 
Charter  Subscription 

A  FULL 

12  MONTHS...  24  ISSUES 


SPECIAL  CHARTER  SUBSCRIPTION  RATE 


NOW 
ONLY 


$36 


You  save  $9  on  the 
Regular  Annual  Subscription  Rate  of  $45 
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SEND  NO  MONEY  •  WE  WILL  BILL  YOU 

Mail  the  Post  Paid  Airmail  Card  today 

If  the  card  has  already  been  removed, 
simply  drop  us  a  postcard  at  Dept.  FM  116 

UNITED 

Mutual  Fund  Selector 

A  Service  of  United  Business  Service  Co. 
212  NEWBURY  STREET,  BOSTON,  MASSACHUSETTS  02116 
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WHAT  MAKES 
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INVESTMENT  ADVISORY  SERVICE 

P 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion   changes   on   any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 
Wellesley  Hills,  Mass.  02181,  Dept.  F-289 
Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 

Name 

Street  &  No. 


Clty_ 


.State. 


-Zip. 


—     |tr|jg    fc^ 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


An  Earnings  View  . 


As  I  pointed  out  last  year,  there 
have  been  three  distinct  schools  of 
investment  thought  since  the  end  of 
World  War  II.  For  example,  between 
1946  and  the  mid-Fifties  the  emphasis 
was  on  large  companies  in  basic  in- 
dustries, for  the  test  of  merit  then 
was  size  and  stability  that  could  be 
translated  into  earnings  progress.  In 
subsequent  years,  the  emphasis  shifted 
to  the  so-called  growth  companies  as 
the  realization  grew  that  certain 
industries  and  certain  companies  could 
show  special  earnings  progress  even 
though  the  economy  as  a  whole  had 
plateaued.  In  these  cases,  time  would 
eventually  offset  any  errors  in  timing. 
More  recently,  the  emphasis  has  been 
on  performance — on  managing  money 
to  its  greatest  capabilities. 

With  our  economy  now  in  a  major 
transition  period,  one  question  almost 
automatically  comes  to  mind:  What, 
if  any,  will  be  the  next  new  investment 
concept?  In  this  connection,  it  seems 
to  me  that  the  broad  ground  rules  can 
be  easily  stated.  First,  with  more 
money  concentrated  in  fewer  hands 
than  ever  before,  the  attempt  to 
achieve  performance  will  be  a  con- 
tinuing market  force.  And  this  means 
more  over-all  price  volatility  as  well 
as  individual  issue  price  divergence. 
Second,  although  it's  easy  to  talk 
glowingly  about  the  bright  prospects 
for  advanced  communications,  lasers, 
oceanography,  etc.,  this  can  be  an 
oversimplification  inasmuch  as  the 
earnings  possibilities  aren't  definable. 
Thus,  I  think  the  special  areas  of  at- 
tention will  consist  of  companies  that 
possess  what  might  be  termed  good 
earnings  visibility  for  1970. 

Better  than  Average 

Interestingly,  this  can  be  found  in 
other  than  just  high-technology  com- 
panies. Witness  the  fact  that  a  num- 
ber of  seemingly  unexciting  businesses 
were  in  the  select  list  of  stocks  in- 
different to  the  last  phase  of  the  sum- 
mer decline.  Such  better-than-average 
relative  action  is  almost  always  a  sure 
sign  of  coming  leadership. 

In  my  opinion,  Gerber  Products 
(around  34,  paying  $1.10  with  a  1968- 
69  range  of  38-25)  is  an  excellent 
illustration  of  the  point.  Specifically, 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  li.m  o.   Josephthal   &   Co. 


the  company  has  come  through  a  diffi- 
cult competitive  period  and  the  basic 
operating  environment  now  has  im- 
proved considerably.  It  is  my  im- 
pression that  although  the  company's 
share  of  the  baby  foods  business  now 
is  less  than  the  60%  it  once  was 
credited  with,  it  still  is  over  50%  and 
has  been  improving  in  recent  months. 
Furthermore,  whereas  the  number  of 
births  has  been  declining  throughout 
this  decade,  the  trend  now  has  re- 
versed. This  factor,  coupled  with  a 
broadening  of  its  product  base,  sug- 
gests that  Gerber  is  on  the  way  to 
new  sales  and  earnings  peaks  in 
coming  years.  I  believe  the  company's 
earnings  in  the  fiscal  year  ending  next 
March  will  duplicate  the  $1.90-per- 
share  peak  profit  recorded  in  the  year 
ended  in  March  1968. 

In  a  somewhat  similar  vein  of 
thought,  the  huge  growth  in  demand 
for  fiber  glass  tires,  which  will  be  stan- 
dard equipment  in  almost  all  of  the 
1970  model  cars,  has  introduced  a 
special  plus  in  the  outlook  for  Good- 
year Tire  <b  Rubber  (now  selling 
around  28,  paying  85  cents  with  a 
range  of  34-25).  I  believe  sales  of 
these  premium-priced,  better-than- 
average-profit-margin  tires  will  repre- 
sent about  55%  of  the  total  tire  mar- 
ket next  year  as  against  30%  this  year 
and  only  10%  in  1968.  And  Goodyear 
probably  supplies  about  half  the  mar- 
ket. Goodyear  has  another  special 
plus  in  the  form  of  its  foreign  opera- 
tion, whose  profits  have  emerged  from 
the  previous  plateau  and  should  reach 
a  new  record  this  year  in  the  50-cents- 
per-share  area.  Moreover,  the  1970 
foreign  outlook  is  excellent.  Thus,  the 
company's  earnings,  which  this  year 
may  be  some  10%-15%  better  than  the 
$2.06-per-share  profit  of  1968,  should 
increase  again  in  1970. 

In  my  opinion,  there  are  construc- 
tive aspects  to  the  current  position 
and  outlook  of  Talcott  National  Corp., 
corporate  successor  to  the  nation's 
oldest  concern  in  the  factoring  and 
finance  business  in  the  U.S.  In  a  sense, 
all  can  be  summarized  with  the  obser- 
vation that  this  year's  reported  earn- 
ings should  reach  a  new  peak  of  about 
$2.10  per  share— and  1970  holds  the 
hope  of  being  a  substantially  better 
year.  Basically,  Talcott's  raw  material 
is  money.  In  this  connection,  although 
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Can  professional 
management  help 

make  your 
$5,000  to  $50,000 

portfolio  grow 
as  fast  as  you  want? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept.  J-10. 

the  Danforth  Associates 
Wellesley  hills,  Mass.. us. a. oh8i 

Investment  Management  •   Incorporated  1936 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
of  10.5%  net   and  higher. 

mexletter 

INVESTMENT  COUNSEL-HAMBURGO  165 
MEXICO  6,  D.F.    TEL.  11  43  06 


"Word  of  Mouth" 


Many  new  subscribers  come  to  us  that  way  ...  For 
o  non-peripatetic  approach  toward  capital  building, 
getting  better  income,  avail  yourself  of  these  pene- 
trating weekly  advisory  letters.  SPECIAL  OFFER: 
8  weeks'  trial,  just  $2.  Clip  this  ad.  Mail  today. 
(Full  refund  if  not  pleased.) 

THE   BUCK   INVESTMENT   LETTER 
P.O.  Box  146        Cedar  Ridge,  California  95924 
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there  is  an  escalator  clause  related  to 
changes  in  the  prime  rate  in  the  com- 
pany's contracts,  there  is  an  inevitable 
time  lag  in  a  period  of  rising  money 
rates.  Thus,  the  prospect  that  interest 
rates  are  in  a  peak  area,  that  this 
is  the  period  of  greatest  tightness, 
could  be  important  to  coming  profits. 
Not  just  because  the  same  lag  prevails 
when  money  rates  decline,  but  be- 
cause the  company  would  not  have 
to  carry  large  compensating  balances 
in  a  period  of  freer  credit  availability. 
Incidentally,  net  profits  of  the  factor- 
ing and  finance  division  rose  some  30% 
in  the  first  half  of  this  year  despite 
higher  interest  costs. 

A  Broad  Trading  Range 

On  broad  view,  it  seems  to  me  that 
the  immediate  and  potential  irritants 
to  investor  psychology  are  losing 
their  past  intensity.  Furthermore  this 
is  a  period  of  many  subtleties. 
For  example,  successful  hurdling  of 
international  monetary  dangers  will 
strengthen  the  possibility  of  a  winter 
change  in  Federal  Reserve  Board 
policy.  And  any  easing  of  interest 
rates  in  this  country  would  lessen  the 
attraction  of  the  Eurodollar  market, 
which  has  become  a  competitor  for 
money  otherwise  committed  to  Ameri- 
can stocks. 

Meanwhile,  there  is  reason  to  be- 
Lieve  that  the  FRB  will  accommodate 
the  rising  demand  for  credit  that  nor- 
mally takes  place  between  now  and 
Christmas.  This  doesn't  mean  that 
money  rates  soon  will  decline.  But  the 
real  question  may  be  whether  an  end 
to  the  rising  interest  rate  trend  is  in 
sight,  whether  the  chief  stock  mar- 
ket impact  already  has  been  witnessed. 
I  think  an  affirmative  answer  is  pos- 
sible on  both  counts,  partly  because 
our  'money  managers  are  as  well 
aware  as  Wall  Street  of  the  time  lag 
accompanying  credit  policy  changes 
at  both  ends  of  the  cycle. 

With  everyone  well  aware  of  the 
past  and  waiting  for  the  classic  signs 
of  reversal,  the  expectation  could  be 
self-defeating  rather  than  self-fulfill- 
ing. The  fact  that  the  list  of  new  lows 
has  narrowed  during  recent  periods  of 
weakness  in  the  averages  tends  to  sup- 
port this  view.  So  does  the  possibility 
that  1969  may  be  different  from  1966 
or  1962  in  the  sense  that  it  may  be 
followed  by  an  extended  broad  trad- 
ing range  rather  than  an  immediate 
uprush  to  new  highs.  Granted  that  the 
over-all  climate  is  not  as  strong  as 
that  which  prevailed  at  other  trend 
reversals,  it  nevertheless  seems  to  me 
that  a  wide  number  of  issues  already 
have  recorded  their  1969  lows.  And 
this  is  the  key  in  an  era  where  selec- 
tivity is  the  rule  rather  than  the 
exception.  ■ 
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daily  — date  in  to  date  out  — paid 
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BOSTON  EDISON 
COMPANY 

Common  Dividend  No.  322 
A  quarterly  dividend  of  52c  per 
share  on  the  Common  Stock  of 
the  Company  has  been  declared 
payable  on  the  first  day  of  No- 
vember 1969  to  stockholders  of 
record  at  the  close  of  business 
on  October  10,  1969. 

Preferred  Dividend 
A  quarterly  dividend  of  $1.07  per 
share  has  been  declared  payable 
on  the  first  day  of  November 
1969  to  stockholders  of  record 
at  the  close  of  business  on 
October  10,  1969  of  the  Com- 
pany's Cumulative  Preferred 
Stock,  4.25%  Series. 

Preferred  Dividend 
A  quarterly  dividend  of  $1.20  per 
share  has  been  declared  payable 
on  the  first  day  of  November 
1969  to  stockholders  of  record  at 
the  close  of  business  on  October 
10,  1969  of  the  Company's 
Cumulative  Preferred  Stock, 
4.78<7C  Series. 

Checks  will  be  mailed  from 
Old  Colony  Trust  Company, 
Boston. 

JOSEPH  P.   TYRRELL 
V;ce  President  and  Treasurer 


Boston.  September  22,  1969 
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MANAGEMENT 


YOU 

CAN  NOW  GET 
COMPUTER- 
BASED 
SUPERVISION 
FOR YOUR 
PORTFOLIO 

of  $10,000  or  more. 
Spear  &  Staff  has  developed  a 
practical  way  for  your  portfolio  to 
be  put  under  professional  super- 
vision. Serving  clients  in  all  50 
states  and  in  45  foreign  countries, 
we  employ  the  skills  of  our  invest- 
ment specialists,  expert  research 
and  modern  electronic  computers 
to  analyze  facts  and  help  make 
timely  decisions. 

Our  Decision  Management  Plan 
has  proved  particularly  helpful  in 
achieving  capital  growth  for  inves- 
tors with  capital  ranging  from 
$10,000  upwards  —  men  and 
women  who  appreciate  the  risks 
and  seek  the  rewards  of  a  profes- 
sionally-managed common- 
stock  portfolio. 

To  learn  more  about 
how  Decision  Man- 
agement can  help   / 
you,  let  me  send 
you  the  32-page 
fact-filled  compli 
mentary  booklet 
"Declare  Your 
Own  Dividends." 
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SPEAR 
&STAFFINC 

Dept.    MF-015 

Investment  Management  Division, 
Babson  Park,  Mass.  02157 


Yes,  I  am  interested  in  Roger  E.  Spear's 
DECISION  MANAGEMENT  PLAN  for 
accounts  of  $10,000  or  more.  Mail  me 
at  once,  without  cost  or  obligation, 
your  complimentary  32-page  booklet 
"DECLARE  YOUR  OWN  DIVIDENDS." 
Confidentially,  my  account  would 
amount  to  about  $_ , 


Name. 
Street. 
City 


.State. 


-Zip. 


STOCK  TRENDS 

By  Charles  Rolo 


Where  Does  Safety  Lie  t 


At  a  time  when  a  palsied  stock  mar- 
ket, a  credit  crunch  and  portents  of 
recession  make  cowards  of  us  all,  a 
harrowing  problem  confronts  investors 
contemplating  a  reorientation  of  their 
portfolios.  Is  this  the  moment  to 
liquidate  severely  depressed  issues 
with  disappointing  earnings  and/or 
dubious  prospects?  Is  this  the  time  to 
give  up  on  the  stagnant  steels  and  the 
doleful  utilities — the  time  to  switch 
into  healthy  growth  issues,  many  of 
which  are  selling  at  or  not  far  from 
their  highs? 

Before  answering  this  question,  re- 
member this:  Over  the  past  five  years, 
even  American  Telephone  has  failed 
to  preserve  the  widow's  mite  (she's 
lost  one-third  of  it  since  1964),  Con 
Edison  has  been  unkind  to  orphans, 
and  those  who  sought  safety  in  the 
bond  market  have  found  themselves  in 
a  disaster  area.  In  short,  conservatism 
has  been  a  poor  sanctuary.  The  best 
way  to  preserve  capital  during  the 
decade  of  the  Sixties  has  been  to  man- 
age it  aggressively. 

A  Culture  of  Growth 

This  observation  inescapably  in- 
volves me  in  the  recurring  controversy 
over  the  "cult  of  growth."  Many  of 
the  younger  money  managers  have 
known  no  credo  other  than  growth. 
For  these  Galahads,  the  search  for 
the  Holy  Grail  has  been  the  search 
for  annually  compounding  growth 
rates  of  20%  or  better.  But  for  the 
champions  of  conventional  investment 
wisdom,  the  cult  of  growth  is  a  sub- 
versive heresy,  whose  aberrations  haye 
debauched  the  marketplace  and  will 
eventually  be  requited  with  the  wages 
of  sin.  (And  yet  the  requiems  sounded 
for  the  cult  of  growth  have  so  far 
proved  decidedly  premature.) 

In  this  controversy  it  is,  ironically, 
the  younger  generation  which  has  the 
backing  of  American  tradition.  For  if 
the  growth  cult  is  a  financial  heresy, 
it  is  a  heresy  as  profoundly  in  the 
American  grain  as  Walt  Whitman, 
skyscrapers  and  the  two-car  garage. 
Dynamic  change  and  the  restless 
search  for  new  frontiers  have  been  the 
essential  features  of  American  experi- 
ence. Indeed  the  American  might  be 


A  guest  columnist,  Mr.  Rolo  is  a  security 
analyst  with  the  New  York  Stock  Exchange 
firm   of   H.   Hentz   &    Co. 


defined  as  a  man  who  does  not  know 
where  he  stands  but  knows  that  he 
wants  to  move  forward.  The  gnomes 
of  Zurich  know  exactly  where  they 
stand  and  find  it  too  cosy  to  want  to 
move  anywhere. 

My  point  is  that  (quite  apart  from 
tax  considerations)  American  investors 
were  preconditioned  by  our  culture 
and  national  psychology  to  embrace 
the  cult  of  growth,  and  I  for  one 
firmly  believe  they  will  continue  to  pay 
a  high — some  would  say  exorbitant 
— premium  for  stocks  which  offer  ex- 
ceptional growth  possibilities.  The 
thesis  that  such  stocks  are  becoming 
rarer  is,  surely,  bunk.  For  we  are  liv- 
ing today  in  both  a  technological  and 
social  revolution,  which  continues  to 
create  no  end  of  opportunities  for 
growth. 

Top  Performance 

To  move  from  the  abstract  to  the 
concrete,  here  are  some  figures  on  the 
behavior  of  150  growth  stocks  through 
the  markets  of  the  1960s.  They  come 
to  me  from  John  H.  Herold  Inc.  of 
Greenwich,  Conn.,  which  publishes 
the  monthly  survey  "Americas  Fast- 
est Growing  Companies.''  (Companies 
which  fail  to  meet  specified  growth 
requirements  are  automatically  de- 
listed and  replaced  by  others.)  Since 
1960,  the  market  value  of  the  AFGC 
list  is  up  226%  as  compared  with  a 
gain  of  roughly  20%  for  the  Dow- 
Jones  industrial  average. 

The  list  fell  36%  in  the  1961-62 
debacle  compared  with  27%  for  the 
DJI,  and  it  did  not  climb  back  to  its 
old  high  until  April  1965.  However, 
in  the  1966  decline,  it  fared  better 
than  the  Dow  and  rebounded  to  a 
new  high  early  in  1967.  Thereafter 
it  climbed  steadily  until  December 
1968,  reaching  a  level  equivalent  to 
2,631  for  the  industrial  average.  This 
year,  although  the  top  quality  growth 
issues  have  been  a  standout  in  a  sad 
market,  the  "Fastest  Growing  Com- 
panies" list  fell  slightly  more  than  the 
industrial  average  but  it  has  since 
rebounded  more  sharply. 

This  record  suggests  that  a  diversi- 
fied portfolio  of  established  growth 
stocks — one  in  which  companies 
whose  growth  falters  arc  automatically 
eliminated — will  still  be  highly  vul- 
nerable to  major  market  declines.  But 
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Southern  California 
Edison  Company 


DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

COMMON  STOCK 
Dividend  No.  239 
35  cents  per  share; 

PREFERENCE  STOCK, 
5.20%  CONVERTIBLE 
SERIES 
Dividend  No  5 
32Vi  cents  per  share. 

The  above  dividends  are 
payable  October  31,  1969 
to  shareholders  of  record 
October  5.  Checks  will  be 
mailed  from  the  Company's 
office  in  Los  Angeles,  Octo- 
ber 30. 

PRENTIS  C.  HALE,  Treasurer 
September  18,  1969 
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CONSOLIDATED 

NATURAL  GAS 

COMPANY 

30  Rockefeller  Plaza 
New  York,  N.  Y.  10020 

Dividend  No.  87 

The  board  of  directors  has 
this  day  declared  a  regular  quar- 
terly dividend  of  Forty-Four 
Cents  (44«)  a  share  on  the  capi- 
tal stock  of  the  Company,  pay- 
able November  15,  1969,  to 
stockholders  of  record  at  the 
close  of  business  October  IS, 
1969. 

JOHN  DAVIDSON,  Secretary 
September  17,  1969 
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it  also  suggests  that  over  the  long  pull 
such  stocks  are  likely  to  turn  in  an 
outstanding   performance. 

To  return  to  my  opening  question 
— is  this  a  good  moment  to  switch 
out  of  laggards  into  growth  stocks — 
I  would  hazard  the  following  observa- 
tions. 1)  Since  over-all  corporate 
profits  will  almost  certainly  decline 
in  1970,  companies  which  show  sharp 
earnings  gains  will  probably  outper- 
form the  market.  There  is  therefore 
a  prima  facie  case  for  buying  authen- 
tic growth  stocks.  2)  Most  of  the 
top  quality  growth  issues  are  at  the 
upper  end  of  their  range  and  vulner- 
able to  any  further  market  setback. 
The  safest  way  to  take  positions  in 
these  growth  issues  is  over  a  period  of 
time,  through  dollar  cost  averaging. 
3 )  When  you  consider  buying  a  growth 
stock  of  less  than  blue-chip  stature, 
make  sure  that  your  broker's  research 
department  is  in  regular  contact  with 
the  company;  the  professional  money 
managers  probably  are,  and  they  are 
quick  to  dump  volatile  growth  issues 
when  they  learn  of  trouble  on  the 
horizon.  4)  Bear  in  mind  that  two  of 
the  pitfalls  of  investing  for  growth  are 
mistaking  temporary  earnings  growth 
(bowling,  boating,  transistors)  for  the 
durable  article;  and  failing  to  perceive 
that  a  particular  growth  industry  has 
cyclical  aspects  (aluminum,  color 
TV).  5)  People  who  balk  at  lofty 
price/earnings  ratios  should  forget 
about  investing  in  growth  stocks.  For 
the  150  issues  on  the  Growing  Com- 
panies list,  the  average  price/earnings 
ratio  was  27  in  1960,  has  periodically 
risen  above  40,  and  is  now  around  32. 
The  valuation  put  on  high  growth  is 
never  "reasonable." 

Investing  in  the  Future 

To  wind  up,  a  random  glance  at  a 
few  of  the  growth  areas:  There  are 
still,  I  believe,  opportunities  in  the 
recession-resistant  cosmetics  industry, 
notably  among  the  smaller  over-the- 
counter  companies  with  high  growth 
rates.  The  better-managed  companies 
in  computer  service  and  software 
should  show  spectacular  and  durable 
growth.  CATY  is  being  held  back  by 
regulatory  problems  which  at  best 
will  not  be  fully  resolved  for  several 
years.  It  has  a  tremendously  exciting 
future,  but  the  earnings  explosion 
probably  lies  further  ahead  than  the 
enthusiasts  suggest.  In  the  education- 
al field,  which  lias  been  suffering  from 
the  slowdown  in  federal  expendi- 
tures. I  suspect  investors  will  do  well 
in  the  companies  which  are  best 
positioned  to  cash  in  on  the  strong 
prospective  growth  in  three  areas: 
pre-school  education,  junior  and  com- 
munity colleges  and  general  library 
services.  ■ 


Put  FW's  67  years 
of  successful 
experience  to  work 
for  you  now 

Devoted  since  1902  to  giving  in- 
vestors the  facts  and  guidance 
that  point  to  sound  stock  values 
in  every  kind  of  market,  FW  and 
its  Added  Services  can  give  you 
just  the  investment  help  you  need 
to  make  the  best  possible  deci- 
sions regarding  your  securities 
now  and  in  the  crucial  weeks 
ahead.   Start  now   .   .   . 

Try  FW's  Comprehensive  Service  NOW 
on  this  Special  $6  Introductory  Offer 

YOU  GET  ALL  THIS:  (1)  Twelve  weekly 
issues  of  FW  (2)  Three  monthly  sup- 
plements of  "INDEPENDENT  AP- 
PRAISALS" (3)  Advice-by-Mail  Privi- 
lege each  week  (4)  The  $2.75  Twelve- 
Year  (1957-1968)   Stock  Record  Book. 

MONEY-BACK  GUARANTEE  If  this  sounds 
like  $6  worth  of  tax-deductible  expense 
to  you,  just  send  payment  with  your 
name  and  address  to  Dept.  FB-1015. 
Money-back  guarantee  if  not  satisfied 
within  30  days. 

FINANCIAL  WORLD 

Dept.   FB-1015 
17  Battery  Place,  New  York,  N.Y.  10004 


WARRANTS  I 

move  faster  and  further  than  any  other  type  of  g 

security — both  up  and  down.  Thus,  in  previous  g 

years,   General  Tire  &   Rubber   Warrants   moved  g 

from  4'/2  to  206  and  United  Air  Lines  Warrants  g 

from   4'A    to   126  amid  a   host  of  simiiar  ex-  g 

amp!es,   while  a   Martin  Marietta   Warrant  skid-  ff 

ded  from  46  V»    to    145/3    with   plenty  of   down-  g 

side  company.  Since  the  outstanding  leverage  of  - 

Warrants  is  indisputable,  and  sine:  the  number  = 

of  actively-trading  Warrants  is  growing  rapidly —  g 
170  currently  that  you  should  know  about — with 

more    top-flight    companies    issuing    Warrants;  = 

AMK,  Gulf  &  Western,   Ling-Temco,   Loew's  etc.  g 

— you  should    know   what   Warrants   are,   which  g 

Warrants  trade  in  today's  market,  and  the  basic  = 

rules  for   recognizing   opportunities   in  Warrants  g 
(and  dangers)   when   they  occur. 
The  R.H.M.  Warrant  &  Stock  Survey  +   Stocks 

Under   10,    is  one   of  the   largest  and   most   re-  g 

spected    investment   services   covering   the   War-  g 

rant  field,   with  more  than  two  decades  of  ser-  g 

vice  to  investors  under  the  editorship  of  Sidney  g 

Fried,  a  name  associated  with  the  Warrants  field  g 

in  every  financial  center  of  the  western  world,  g 

Let  us  tell  you  how  our  service  approaches  devel-  g 

oping  opportunities  in  Warrants,   in  the  general  g 

stock  market,  and  in  "Stocks  Under  10".  There  g 

is  no  obligation,    and  there  is  no  cost  for  this  g 

valuable  information,  yet  it  could  mean  a  great  = 

deal  to  you    in   the   active  markets  ahead.    For  g 

yorr  free  copy,    send   today  to   Warrants,    Dept.  g 

F-412,    R.H.M.    Associates,    220    Fifth    Avenue,  i 
New    York,    N.Y..    10001. 

IliNlllllllllllllllllllllllli 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 
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T.ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I   T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Dept.B 
Baltimore,  Md.  21201 

IJWrlll  __________________ 
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Growth 
industry  _^ 
Shares, 
inc. 


Since  1946 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  for  copy  of  prospectus. 


Growth  Industry  Shares,  Inc.,  Room  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


City 


HOW  TO  WRITE 
PUTS  AND  CALLS 

.■tide  to  a  Sound   Investment  Practice 

by  LYLE  T.  ALVERSON 

$6.00 

EXPOSITION   PRESS,  JERICHO,   N.Y.   11753 

Order  from  publisher  or  from   Brentano's, 
Doubleday  or  other  stores. 


THE  FUNDS 


Who's  Worried? 

The  stock  market  was  down  as 
much  as  it  was  in  the  bear  market 
of  1962.  Most  mutual  funds  had 
fallen  more  than  the  Dow-Jones  in- 
dustrial average.  But  surprisingly,  at 
the  21st  Annual  International  Mutual 
Fund  Dealers'  Conference  in  New 
York,  most  of  the  2,500  dealers  there 
who  sell  mutual  funds  didn't  seem  as 
concerned  about  the  situation  as  they 
were  in  1962. 

On  the  surface,  the  situation  looked 
bleak.  For  the  first  seven  months  of 
this  year,  redemptions  of  old  shares 
soared  to  56%  of  total  new  sales  vs. 
36%  for  the  first  seven  months  of  1962. 

Why,  then,  the  lack  of  concern  on 
the  part  of  the  fund  salesmen?  For 
one  thing,  the  fund  business,  despite 
the  increase  in  redemptions,  has 
grown  a  lot  since  1962.  Sales  this 
year,  through  July,  were  about  $4.3 
billion  vs.  $1.9  billion  in  1962,  which 
means  sales  commissions  are  up  126%. 
More  important,  most  dealers  are  in 
better  shape  to  weather  a  storm  now. 
"Most  brokers  are  now  in  life  insur- 
ance and  things  like  oil  and  cattle 
participations  which  give  them  some- 
thing to  sell  when  no  one  wants  to 
talk  about  equities,"  explained  sales- 
man Richard  B.  Smith  of  New  Jersey. 
"Besides,  the  1962  fall  weeded  out  a  lot 
of  the  marginal  dealerships.  With  big 
insurance  companies  entering  the  fund 
field  in  full  force,  there  are  fewer 
one-man  dealerships  than  there  were 
in  1962 — and  those  were  the  guys 
who  were  hit  hardest  then." 

Paying  the  Penalty 

It's  like  being  punched  silly  in  a 
prizefight  and  then  waking  up  and 
finding  out  you  didn't  even  get  a 
decent  share  of  the  gate.  That's  the 
way  performance-minded  mutual  fund 
managers  like  Ivest's  W.  Nicholas 
Thorndike,  Oppenheimer's  Leon  Levy 
and  Hartwell  &  Campbell's  John  M. 
Hartwell  feel  these  days. 

Like  practically  all  fund  managers, 
this  trio  has  fought  a  losing  battle 
with  the  stock  market  this  year.  But 
unlike  most  of  the  others,  the  per- 
formance-fee contracts  they  were  so 
careful  to  negotiate  have  put  salt  in 
their  wounds. 

In  the  early  years  of  their  popu- 
larity, performance  contracts  posed  no 
problem.  For  no  matter  how  badly 
they  performed,  the  managers  always 
got  the  typical  management  fee — 
usually  one-half  of  1%  of  the  total 
assets  of  the  fund.  If  they  outper- 
formed a  market  average,  usually  the 


Dow-Jones  industrial  or  the  Standard 
&  Poor's  500,  the  fund  managers  also 
got  a  bonus. 

But  that  lovely  setup  is  slowly- 
fading  away.  At  the  insistence  of  the 
Securities  &  Exchange  Commission,  ' 
more  and  more  performance-fee  con- 
tracts now  include  penalty  clauses  for 
poor  ^performance.  Among  the  first 
fund  managers  to  get  in  line  were 
Thorndike,  Levy  and  Hartwell.  Thus 
their  gloomy  faces.  For  their  recent 
performance  certainly  has  been  poor. 

In  the  first  half,  Levy's  Oppen- 
heimer  Fund  fell  13.5%  vs.  only  a 
5.9%  decline  for  the  S&P  500,  against 
which  Levy  rates  his  performance.  As 
a  result,  Oppenheimer  Management 
Coip.  earned  a  first-half  fee  of  only 
$246,000,  although  its  basic  fee  was 
$648,000.  (Levy's  basic  fee  is  about 
one-half  of  1%,  but  it  can  go  as  low 
as  two-tenths  of  1%,  and  as  high  as 
eight-tenths  of  1%.) 

Thorndike's  Ivest  Inc.  was  pena- 
lized for  Ivest  Fund's  poor  showing 
vs.  the  Dow-Jones  industrials  in  both 
the  first  and  third  quarters  of  the  year 
ended  Aug.  31.  As  a  result,  Thorn- 
dike, whose  fee  can  vary  from  three- 
eighths  to  five-eighths  of  1%,  earned 
a  fee  of  $1.5  million  for  the  year, 
though  his  basic  fee  was  $1.6  million. 

In  the  first  half,  Hartwell  &  Camp- 
bell Fund  failed  to  do  any  better 
than  the  Dow- Jones  index  (falling 
6.5%  vs.  6.7%  for  the  average),  so 
Hartwell  Management  Co.  earned  a 
fee  of  three-eighths  of  1%  rather  than 
one-half  of  1%.  It  was  the  first  six- 
month  period  since  the  fund  began 
in  1965  that  Hartwell,  whose  fee  can 
range  from  three-eighths  of  1%  to  a 
full  1%,  didn't  earn  a  bonus. 

Despite  the  battering,  the  penalized 
fund  managers  are  taking  their  med- 
icine philosophically.  Says  Thorndike: 
"We  were  the  first  fund  to  have  a 
penalty  clause,  and  we  still  adhere 
to  the  principle  that  you  should  be 
paid  for  relative  performance."  To 
which  Levy  adds:  "People  who  do  a 
poorer-than-average  job  deserve  to 
suffer  the  consequences." 

The  SEC  would  like  all  perform- 
ance contracts  to  contain  penalty 
clauses.  In  fact,  this  provision  is  in  the 
mutual  fund  bill  now  wallowing  in 
Congress  (Forbes,  Sept.  15). 

The  ultimate  penalty  for  any  per- 
formance fund,  of  course,  is  some- 
thing not  covered  by  any  management 
contract — loss  of  investor  confidence, 
reflected  in  massive  redemptions.  So 
far,  neither  Levy  nor  Hartwell  has 
such  a  problem  (though  Hartwell's 
new  leverage  fund  is  being  hit  pretty 
hard).  The  same  can't  be  said  for 
Thorndike,  however.  His  Ivest  Fund 
had  to  redeem  21%  more  shares  than 
it  sold  in  fiscal  1969. 
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Yes,  Folks,  Even  MIT 

Chance  is  inevitable,  and  even  the 
people  who  run  Massachusetts  In- 
vestors Trust,  the  nation's  oldest  mu- 
tual fund  (started  in  1924),  and  its 
sister,  Massachusetts  Investors  Growth 
Stock  Fund,  finally  are  admitting  it. 
MIT  and  MIGS.  with  combined  as- 
sets of  $3.5  billion,  throughout  their 
history  have  been  the  epitome  of  the 
play-it-safe-with-blue-chips  school  of 
investing. 

But  the  handwriting  has  long  been 
on  the  wall.  Investors  have  been  put- 
ting more  of  their  money  into  the 
performance  funds — first  into  the 
Dreyfuses  and  the  Fidelity's,  then  in- 
to the  Enterprises  and  the  Winfields 
— funds  that  would  trade  in  and  out 
of  stocks,  funds  that  would  speculate. 

This  has  had  MIT  and  MIGS  in  a 


Cooper    of   MFS 

merciless  hind.  In  the  last  three 
years,  tor  instance,  MIT's  redemp- 
tions of  old  shares  have  totaled  140% 

of  new-share  sales,  taking  a  net  of 
185  million  out  of  the  fund.  MIGS 
held  the  wolves  awa)  longer,  but  then 
its  redemption  ratio  jumped  from  47? 
ot  sales  in   1967  to  73'*'  last  year. 

This  year  has  been  still  worse. 
MIT's  redemption  rate  was  148%  in 
•the  first  eight  months  of  1969.  MIGS' 
was  126,,  its  worst  since  the  days 
following  the  1962  stock-market  bust. 
If  the  outflow  trend  continues,  the 
funds  could  be  in  serious  trouble;  in 
effect,  they  would  be  liquidating. 

Unruffled,  but  with  an  eye  on  the 
scoreboard,  management  last  summer 
began  to  clear  the  decks  for  action. 
It  set  up  a  new  management  com- 
pany, Massachusetts  Financial  Serv- 
ices Inc.,  as  a  base  for  diversification. 
Under  the  old  trust  setup,  it  was  hard 
pressed  legally  to  do  anything  but 
run  the  two  existing  funds. 

"This  makes  it  feasible  for  us  to 
think  about  some  of  the  things  others 
are    doing,"    says    John    L.    Cooper, 
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Two  New  Mutual  Funds 


Kb -|oad 

Prior  to 
November  14, 

1969 


LINCOLN  NATIONAL 


CAPITAL 


FUND  ^ 


A  mutual  fund  with  primary 
emphasis  upon  capital 
appreciation  possibilities. 


An  Investment  Service  of: 


lo  National 


CORPORATION 


LINCOLN  NATIONAL 

BALANCED 
FUND^ 


A  mutual  fund  placing  primary 
emphasis  on  conservation 
of  principal  and  reasonable 
income. 


SEND  FOR  PROSPECTUSES 


Dept.  F, 

LNC  Equity  Sales  Corporation 

1301  South  Harrison  Street,  Fort  Wayne,  Indiana  46802 

Please  send 

me  a  prospectus  for: 

]  Lincoln  National  Capital  Fund. 

]  Lincoln  National  Balanced  Fund. 

Name 

Address 

City 

State                                         Zip 
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How  to  reach  the  top 


According  to  a  study  by  Erdos  and  Morgan,  Inc.  Research  Service,  82%  of  all 
the  corporate  officers  in  America's  largest  companies  —  those  with  assets  of 
$75  million  and  over  (excluding  banks  and  insurance  companies)  — are  regular 
(3  out  of  4  issue)  readers  of  FORBES. 

And  yet,  according  to  the  1969  Simmons  Study,  .  . . 

1,029,000  or  76%  of  Forbes'  readers  don't  read  Business  Week 

1,005,000  or  74%  of  Forbes'  readers  don't  read  The  Wall  Street  Journal 

808,000  or  59%  of  Forbes'  readers  don't  read  Newsweek 

801,000  or  59%  of  Forbes'  readers  don't  read  U.S.  News  &  World  Report 

787,000  or  58%  of  Forbes'  readers  don't  read  Time 

Note:  Fortune  Magazine  withdrew  from  participation  in  the 
Simmons  syndicated  research  and  was  not  measured 
in  the  1969  Study  of  Selective  Markets. 

Advertisers  wishing  to  reach  the  top  of  top  management  in  the  country's  largest 
corporations  should  remember  that  FORBES  is  the  magazine  read  regularly  by 
4  out  of  5  of  these  executives. 

Forbes  readers  don't  just  own  American  business. 

They  run  it. 


Forbes:  capitalist  tool 


The  Bettmann  Archive 


MFS  president.  One  of  the  things  he 
has  admittedly  considered  long  and 
hard  is  his  own  performance  fund.  If 
money  keeps  on  leaving  his  old  funds, 
why  not  try  to  win  it  back  with  a 
Massachusetts  go-go  fund? 

Natomas? 

Cooper  admits  the  performers  al- 
ready have  forced  him  into  changes. 
MIGS  virtually  has  eliminated  its  util- 
ities, which  five  years  ago  made  up 
16%  of  assets.  Lately  it  has  gone  into 
such  speculative  situations  as  ■'Auto- 
matic" Sprinkler.  Brunswick,  Metro- 
Goldwyn-Mayer,  Eastern  Air  Lines 
and  Natomas.  And  it  has  dabbled  in 
new  little  companies.  Says  Cooper: 
"We  have  about  1%  of  Growth  Fund 
in  what  we  call  special  holdings," 
which  are  in  addition  to  the  likes  of 
Brunswick.  "Tliis  is  kind  of  a  research 
laboratory  that  gives  us  reason  to  fol- 
low much  smaller  companies." 

MIT  has  changed  too,  lightening 
up  on  utilities  and  oils  in  favor  of  big 
positions  in  stocks  like  Xerox,  Pola- 
roid, Eli  Lilly  and  Burroughs.  MIT, 
however,  still  is  heavily  committed  to 
slow-moving  blue  chips  like  General 
Motors  and  American  Telephone.  It 
plans  to  buy  more  General  Motors, 
betting  that  a  so-so  1970  will  be  fol- 
lowed bv  a  good  car  year  in  1971. 

The  big  holding  of  AT&T  gives 
rise  to  an  interesting  explanation  by 
Harrison  F.  Condon  Jr.,  MFS  vice 
president:  "This  is  really  cash.  We 
just  started  going  into  it  last  March. 
It's  a  good  investment,  the  price 
should  hold  up  and  it's  very  liquid. 
We  can't  hold  much  actual  cash  be- 
cause we   aim   to  be   fully   invested." 

Pressure  from  the  performance 
funds  has  Cooper  trying  to  catch  up 
with  the  times  in  other  respects. 
"We're  trying  to  improve  our  timing 
by  putting  more  emphasis  on  the 
technical  background  of  the  market," 
he  says.  It  has  been  an  old  industry 
jibe  that  by  the  time  MIT  and  MIGS 
decided  to  buy  a  stock,  it  was  already 
overpriced. 

It  would  take  a  lot  of  revamping, 
of  course,  before  Cooper  could  lure 
investors  away  from  the  latest  hot 
performer.  But  the  real  question  is 
whether  he  should  want  to.  With  per- 
formers stumbling  badly  this  year  and 
with  his  funds  outperforming  both 
the  market  and  the  average  fund  sig- 
nificantly (MIGS  is  off  4%,  MIT  7%, 
vs.  14?  for  both  the  Dow-Jones  in- 
dustrial average  and  the  average  fund, 
according  to  Arthur  Lipper  Corp.), 
Cooper  may  soon  be  getting  some  of 
his  money  back  without  a  new  fund. 
MIT  and  MIGS  are  still  a  long  way 
from  being  exciting  funds,  of  course, 
but  maybe  some  investors  have  had 
enough  excitement  for  a  while.  ■ 


NEW  ISSUE 


September  18,  1969 


1,200,000  Shares 


Medical  Mortgage  Investors 

Shares  of  Beneficial  Interest 


($1.00  Par  Value) 


Price  $2  5  Per  Share 


This  advertisement  is  not  an  offering.  No  offering  is  made  except  by  a  prospectus 
filed  with  the  Department  of  Law  of  the  State  of  New  York  and  with  the  Bureau 
of  Securities.  Dep.ii//nen/  >jI  Law  and  Public  Safety  of  the  State  of  New  Jersey. 
Neither  the  Attorney-General  of  the  Stale  of  Neu'  York  nor  the  Bureau  of 
Securities  of  the  State  of  New  Jersey  has  passed  on  or  endorsed  the  merits  of 
this  offering.  Copies  of  the  prospectus  may  be  obtained  in  any  State  from  the 
undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


Smith,  Barney  &  Co. 

Incorporated 


grqWTH 


JHl  INVESTORS  CUIDC  TO  DYNAMIC  GROWTH  FUNDS 


HOW  DO  YOUR  FUNDS 

COMPARE  WITH  GFG'S 

DYNAMIC  LIST? 

NO-LOADS  (No  Broker  Fee) 

BASIC  REFERENCE  DATA 

On  all  GFG  listed  funds. 

PORTFOLIOS 

In  2  Dynamic  Growth  categories. 

FUND  OF  THE  MONTH 

A  small  fund  that  shows  dynamic  potential. 

CHARTS 

On  at  least  36  funds.  High,  low  and 

closing  on  log  scale,  assets,  distributions  & 

Inflow  of  capital-plus  transparent  indicies, 

comparators  and  %  ruler. 

DEVELOPING  FUNDS 

Listing  of  new  funds  and  follow-ups  on 
potential  GFG  supervised  listings. 

CURRENT  FUND  NEWS 
FUND  RATINGS 

Numerical  rating  revised  monthly. 

ROTATIONAL  FUND  UPGRADING 

24-PAGE  TRIAL  +  BONUS 
"NO-LOAD  VS.  LOAD" 

ALL  FOR  $1  (New  Subscribers  Only) 

Just  send  this  ad  and  $1  to: 

GROWTH  FUND  RESEARCH,  Inc. 

Dept.  F-5,  P.O.  Box  2109 

Long  Beach,  Calif.  90801 

Subscription  cannot  be  assigned  without  your  consent. 


New  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND,  inc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 

Name 

Address 

City                                            State 
7rp  r.nHp 

• 

• 
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This  advertisement  is  not  an  offering.  No  offering  is  made  except  by  a  Prospectus  filed  with  the 

Department  of  Law  of  the  State  of  New  York  and  the  Bureau  of  Securities,  Department  of 

Law  and  Public  Safety  of  the  State  of  New  Jersey.  Neither  the  Attorney  General  of  the 

State  of  New  York  nor  the  Attorney  General  of  the  State  of  New  Jersey  nor  the 

Bureau  of  Securities  of  the  Stale  of  Neu>  Jersey  has  passed  on  or  endorsed  the 

merits  of  this  offering.  Any  representation  to  the  contrary  is  unlawful. 


NEW  ISSUE 


September  17,  1969 


$150,000,000 

©irysiB&aipasiD  wtsssss  ^E^m  aswESff®®® 

Units  consisting  of 
5,000,000  Shares  of  Beneficial  Interest 

(without  par  value) 

and 

$50,000,000  Principal  Amount  of  6V4%  Convertible  Subordinated  Debentures 

Due  September  15,  1989 

The  securities  are  being  offered  only  in  Units  consisting  of  100  Shares  of  Beneficial 
Interest  and  SI, 000  principal  amount  of  <5'/59£  Convertible  Subordinated  Debentures. 


Price  $3,000  Per  Unit 

plua  accrued  interest  from  September  15,  1969 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  from  only  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  latvs  of  such  State. 


HORNBLOWER  &  WEEKS-HEMPHILL,  NOYES 

BLYTH  &  CO.,  INC.  GLORE  FORGAN,  WM.  R.  STAATS  INC.  GOLDMAN,  SACHS  &  CO. 

KIDDER,  PEABODY  &  CO.       LOEB,  RHOADES  &  CO.       PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated 

SALOMON  BROTHERS  &  HUTZLER  SMITH,  BARNEY  &  CO. 

Incorporated 

STONE  &  WEBSTER  SECURITIES  CORPORATION      WERTHEIM  &  CO.      WHITE,  WELD  &  CO. 


CREDIT  LY0NNA1S  CORPORATION 
BEAR,  STEARNS  &  CO. 


SoGen  INTERNATIONAL  CORPORATION 


CLARK,  DODGE  &  CO. 

Incorporated 

FRANCIS  I.  duPONT,  A.  C.  ALLYN,  INC.      G00DB0DY  &  CO. 


DOMINICK  &  DOMINICK, 

Incorporated 

HALLGARTEN  &  CO. 


HAYDEN,  STONE  E.  F.  HUTTON  &  COMPANY  INC.  W.  E.  BUTTON  &  CO.  W.  C.  LANGLEY  &  CO. 

Incorporated 

F.  S.  MOSELEY  &  CO.         REYNOLDS  &  CO.  RITER  &  CO.         L.  F.  ROTHSCHILD  &  CO. 


SHIELDS  &  COMPANY 

Incorporated 


G.H.  WALKER  &  CO. 

Incorporated 


WOOD,  STRUTHERS  &  WINTHROP 


WHEELS 


The  1969  Simmons  Study  shows  that  61.5%  of 
FORBES'  readers  own  two  or  more  cars. 

Among  all  57  publications  measured  in  this  study, 
FORBES  has  the  top  concentration  of  these  multi-car 
households. 

FORBES  readers  don't  just  own  American  business. 

They  run  it. 

Forbes:  capitalist  tool 


READERS  SAY 


(Continued  from  page  18) 

Sm:  Perhaps  it  would  be  wise  it  Mr. 
Forbes  discussed  some  other  aspects  ot 
cycling  with  the  people  who  work  in 
the  emergency  rooms  ot  your  nearby 
hospitals. 

— John  S.  C arson,  M.D. 
Rosemont,  Pa. 


Sm:    Cool  it! 


As  the  Crow  Flies 


— A.H.  Motley 

President, 

Parade 

New  York,  N.I. 


Sir:  I  always  thought  the  earths  cir- 
cumference to  be  24,000  miles.  That 
34,000-mile  highway  from  Turkey 
to  Singapore  mentioned  in  jour  Sept. 
15  issue  (Trends  6-  Tangents)  must  be 
a  most  circuitous  one.  How  about  it:' 

— Ralph  R.   Sackley 
Chicago,  111. 

And  the  U.S.  Interstate  Highway  Sys- 
tem will  have  42,500  miles  of  highway 
upon  completion,  bat  certainly  not  in  a 
straight  line — Ed. 

Paper  Doesn't  Glitter 

Sm:  Glad  Tidings — "The  agreement 
finally  reached  creating  paper  gold  as 
an  additional  Free-World  currency  re- 
serve is  a  significant  achievement'  (Fact 
<b-  Comment,  Sept.  1).  I  would  suggest 
that  Mr.  Forbes  give  his  wife  a  brilliant 
paper  diamond  next  Christmas. 

— E.H.  Doerr 
New   Ulm,   Minn. 

Add  a  Name  to  the  List 

Sm:  In  your  Oct.  1  issue,  you  ha\  e  an 
editorial  on  "Keeping  an  Eye  on  the 
Regulators."  We  notice  you  fail  to  in- 
clude the  office  of  Comptroller  of  the 
Currency.  This  office  exercises  a  con- 
siderable influence  over  national  affairs 
through  its  grip  on  the  national  banking 
system.  In  our  opinion  they  qualify  to  be 
listed  among  the  regulatory  agencies 
which  should  be  subject  to  outside 
scrutiny. 

— Morris  A.  Rowe 

President. 

First  National  Bank  of  Merritt  Island 

Merritt   Island,    Fla. 

Crossed  Wires 

Sm:  Re  the  picture  which  accom- 
panied the  article  "RCA  Telephone,"  in 
the  Oct.  1  issue.  I  hope  RCA  didn't 
furnish  the  picture;  all  the  wires  shown 
are  power  lines,  not  telephone. 

— Phillip  J.  Lucier 

President, 

Continental  Telephone  Corp. 

St.  Louis,  Mo. 

RCA  is  not  to  blame.  We  are — Ed. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


To  be  a  great  man  it  is  necessary 

to  turn  to  account  all  opportunities. 

— La  Rochefoucauld 


No   one   respects   a   talent   that   is 
concealed.       — Desiderius  Erasmus 


For  truth  and  duty  it  is  ever  the 
fitting  time;  who  waits  until  circum- 
stances  completely   favor  his   under- 
taking, will  never  accomplish  anything. 
— Martin  Luther 


Skill  and  confidence  are  an  uncon- 
quered  army.        — George  Herbert 


If  one  advances  confidently  in  the 
direction  of  his  dreams,  and  endeavors 
to  live  the  life  which  he  has  imagined, 
he  will  meet  with  a  success  unex- 
pected  in   common  hours. 

— Henry  David  Thoreau 


Only  a  mediocre  person  is  always 
at  his  best.     — Somerset  Maugham 


One  will  not  go  far  wrong  if  one 
attributes  extreme  actions  to  vanity, 
average  ones  to  habit  and  petty  ones 
to  fear.  — Friedricii  Nietzsche 


They  are  able  because  they  think 
they  are  able.  — VlRGlL 


Society  asks  of  most  men  more 
than  sheer  intellectual  ability — it  de- 
mands also  moral  hardiness,  self-dis- 
cipline, a  competitive  spirit  and  other 
qualities  that  in  more  old-fashioned 
terms  we  might  simply  call  character. 
— Julius  Adams  Stratton 


A  genius  can't   be  forced;   nor  can 
you  make  an  ape  an  alderman. 

TllOM  \S    S()\ll   l<\  II  1  I 


There  is  a  tide  in  the  affairs  of  men, 
which,  taken  at  the  flood,  leads  on 
to  fortune;  omitted,  all  the  voyage  of 
their  life  is  bound  in  shallows  and  in 
miseries.  — Shakespeare 


A  wise  man  will  make  tools  of  what 
comes  to  hand.     — Thomas  Fuller 


B.  C.  FORBES 

The  Biblical  story  of  burying 
the  talents  in  a  napkin  is  merely 
a  sermon  on  Opportunity.  The 
brother  who  diligently  seized 
Opportunity  became  "ruler  over 
many  things."  The  other  who 
loafed  lost  even  what  he  had. 
How  are  you  using  your  talents? 
Are  you  zealously,  industrious- 
ly, painstakingly  increasing 
tlicm?  Or  are  you  letting  them 
lie  dormant,  rusting  and  rotting? 
Opportunity  can  be  spelled  with 
four  letters.  But  these  letters 
are  not  L-u-c-k.  They  are 
W-o-r-k. 


Who  makes  quick  use  of  the  mo- 
ment is  a  genius  of  prudence. 

— John  Lavater 


Each   man    has   his   own    vocation. 
The  talent  is  the  call. 

— Ralph  Waldo  Emerson 


Opportunity  seems  to  knock  some 
people  cold.       — William  Feather 


There  may  be  luck  in  getting  a 
good  job,  but  there's  no  luck  in  keep- 
ing it.  — J.  Ocden  Armour 


Do  not  allow  idleness  to  deceive 
you;  for  while  you  give  him  today  he 
steals  tomorrow  from  you. 

— Alfred  Crowquill 


The  love  of  indolence  is  universal, 
or  next  to  it. 

— Samuel  Taylor  Coleridge 


Opportunity    is    rare,    and    a    wise 

man    will    never    let    it    go    by    him. 

— Bayard  Taylor 


Zeal  without  knowledge  is  sister  of 
folly.  — John  Dames 


He  who   moves   not   forward   goes 
backward.  — Goethe 


Do  what  you  know  best;  if  you're 

a  runner,  run,  if  you're  a  bell,  ring. 

— Icnas  Bernstein 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  State,  from  3%  to  6%;  New 
York  City,  6%.) 


A  Text . . . 


Sent  in  by  M.  Rosen,  Bronx. 
N.Y.  What's  your  favorite 
text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  send- 
ers of  texts  used. 


Better  is  a  little   with   righteousness 
than  gnat  revenues  without  right. 

— Proverhs  16:S 
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Here  we  are. 
Right  back  where  we  started  from. 


We  crawled  out  of  the  sea  and  it  looks  like  we're  crawl- 
ing right  back  again.  Half  the  world's  known  oil,  huge 
mineral  deposits  and  tomorrow's  dinner  are  down  there. 

It  isn't  easy  to  go  to  work  underwater.  There's  a  lot 
of  pressure.  At  only  200  feet  with  compressed  air  you 
feel  like  a  senseless  drunk.  Go  deeper  and  it  can  kill  you. 

Union  Carbide's  Ocean  Systems,  Inc.  has  developed 
a  helium  oxygen  mixture  that  allows  divers  to  do  a  job 
even  below  600  feet.  We're  experimenting  with  other 
gas  mixtures  to  eliminate  the  squeaky  duck-like  voice 
that  hampers  underwater  talk. 

We  designed  and  operate  habitats  that  allow  men  to 
swim  in  for  a  little  coffee  break  600  feet  under.  And 
then  go  back  to  work  without  wasting  time  with  decom- 


pression until  the  return  trip  home. 

Ocean  Systems  has  a  lot  of  men  under  a  lot  of  water 
a  lot  of  the  time.  And  not  just  fishing  around.  But  work- 
ing on  practical  jobs. 

We  have  divers  assisting  in  oil  exploration  off  the 
coast  of  four  continents,  welding  pipelines  at  the  mouth 
of  the  Mississippi,  inspecting  cables  sitting  on  the 
ocean  floor. 

We've  even  devised  .an  underwater  dry  welding  proc- 
ess that's  as  effective  as  welding  on  dry  land. 

The  world  knows  more  about  the  back  of  the  moon 
than  about  the  bottom  of  the  sea.  But  if  we  can  help 
put  a  man  a  quarter  of  a  million  miles  away,  we're  not 
going  to  let  a  little  water  keep  us  up. 


' 


\S, 


THE  DISCOVERY  COMPANY 


We're  not  running  for  office 
so  we  can  speak  our  minds 


1.  No  taxpayer  we  know  would  allow  anyone 
to  go  hungry,  but  he's  getting  tired  of  soaring 
relief  rolls  in  this  decade  of  all-time  high  pros- 
perity, and  he  feels  he's  being  over -taxed  to 
support  people  not  willing  to  look  very  hard 
for  jobs  to  support  themselves. 

2.  We  believe  leaders  who  know  far  more 
about  it  than  we  do  got  us  involved  in  Vietnam, 
and  other  leaders  will  get  us  out  as  soon  as  it 
is  safe  for  America,  but  in  the  meantime  we 
believe  we  should  support  our  fighting  men 
and  not  support  our  enemies  by  attacking  our 
government. 

3.  We  think  every  worker  should  be  paid  well 
for  what  he  produces,  but  we  object  to  the  kind 


of  inflation  brought  on  by  unions  who  demand 
more  and  more  money  for  no  more  productivity. 

4.  Every  American  should  get  as  much  educa- 
tion as  he  can  afford  and  absorb,  but  we  think 
unkempt  youngsters  trying  to  tell  a  college 
what  to  do  should  be  disciplined  and  sent  home 
until  they  learn  manners. 

5.  We  believe  this  is  the  greatest  nation  in  the 
world  but  that's  in  spite  of  —  not  because  of  — 
too  many  politicians  who  keep  themselves  in 
power  by  squandering  the  taxpayers'  hard- 
earned  money. 

And  we  think  the  great  majority  of  the  200 
million  Americans  feel  the  same  way  we  do. 
We  hope  they'll  say  so. 


The  netv  Warner  &  Swasey 
Log-All6  cuts  trees,  gathers  and 
transports  them  for  further 
processing. 


WARNER 
SWASEY 

Cleveland 

PRODUCTIVITY 

EQUIPMENT 

&  SYSTEMS 


YOU   CAN   PRODUCE   IT  BETTER,   FASTER,   FOR   LESS   WITH  WARNER   8   SWASEY    MACHINE   TOOLS,   TEXTILE   MACHINERY,   CONSTRUCTION    EQUIPMENT 
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How  did  Tishman 

grow  so  big  in  only  71years? 


In  the  past  5  years  alone  we've  added  5V£  million 
square  feet  —  tripling  the  prime  office  space  in  our  own 
portfolio  across  the  nation  to  over  8  million  square 
feet.  That  might  have  impressed  us ...  if  we  weren't 
planning  to  double  that  total  in  the  next  5  years. 

Actually,  we  never  noticed  our  size  until  our  day-to- 
day schedules  began  to  include  building  three 
100-story  skyscrapers  at  one  time . . .  being  landlord 
to  200  of  the  Fortune  500  corporations . . .  researching 
new  building  materials  and  techniques  for  Alcoa, 
Dow  Chemical,  Johns-Manville,  Borg  Warner. 
Owens-Corning  Fiberglas  and  U.S.  Gypsum. 

That's  when  we  came  to  realize  that,  in  the  work 
we're  doing  for  ourselves  and  for  others,  we've  become 
America's  No.  1  builder  in  high-rise  construction. 

We  don't  know  if  even  71  years  of  practice  makes 
perfect.  In  any  event,  we  have  found  out  one  thing: 
you  can  grow  pretty  big  just  being  good. 

Tishman  is  making  America  look  up 


^ 


ishman 


Tishman  Realty  &  Construction  Co.,  Inc. 

666  Fifth  Avenue,  New  York,  N.Y.  10019 

Owner/Builder  •  Consultant/Contractor  •  Management  •  Research 


New  York  Stock  Exchange  Ticker  Symbol  TIS 
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People  used  to 

'Talk  to  the  Man  from  Talcott 

only  about  finance  but  now 

they  might  also  be  talking 

about  Talcott's  dynamic 

diversification. 


Surprise.  Talcott,  since  1854  a  leader  in  factoring  and 
commercial  financing,  has  been  branching  out  in  several 
important  ways. 

Naturally  there  was  a  logical  extension  of  our  money- 
oriented  activities— innovating  new  services  for  our 
customers  in  many  industries.  Going  into  computer  leasing 
—adding  special  services  to  help  our  customers  make 
the  most  of  it.  Developing  new  inroads  into  neighboring 
areas  of  the  financial  world. 

We  also  set  ourselves  up,  corporately  speaking,  to 
go  much  further.  That's  when  we  became 
Talcott  National  Corporation. 

Since,  we've  been  growing  so  well  and  so  fast 
it's  even  hard  to  keep  our  shareholders  up  to 
date.  And  though  they  may  know  that  you 
can  also  'Talk  to  the  Man  from  Talcott" 
about  leather  tanning  or  materials  handling 
they  might  not  know  such  conversations 
could  include  the  basic  ingredient  for  one 
of  the  nation's  leading  desserts. 
The  new  Talcott  dynamism  has  increased  our  assets 
from  $600  million  to  our  current  $800  million. 
And  there's  lots  more  coming. 


alcott 


TALCOTT  NATIONAL  CORPORATION 

1290  Avenue  of  the  Americas,  New  York,  N.  Y.  10019 


James  Talcott,  Inc.:  Commercial  and  industrial  financing  •  James  Talcott  Factors:  Factoring  •  Talcott  Computer  Leasing:  Leasing  of  computers  and 
peripheral  equipment  •  City  Finance  Company:  Consumer  financing  •  Talcott  Inter-American  Corp.:  Industrial  financing    (Puerto  Rico) 
Tal-Star  Computer  Systems,  Inc.:  Computer  systems  — programming  and  management  •  Beggs  &  Cobb  Incorporated:  Leather  processing- 
tanning  and  by-products  •  Lift  Parts  Mfg.,  Inc.:  Manufacturers  of  parts  for  lift  trucks. 


Tell  someone  you  like 
about  Larks  Gas-Trap  filter. 

He  might  make  you  look  like  a  bank  president. 


Be  candid. Tell  him  that  almost  90%  of  cigarette  smoke  is  gas.  And,  only  Lark  has  the 
patented  Gas-Trap  filter.  It  reduces  "tar"  nicotine,  and  certain  harsh  gases  as  well. 

Then  say  the  Nationwide  ConsumerTesting  Institute  reported  Lark's  Gas-Trap  | 
filter  reduces  certain  harsh  gases  by  more  than  twice  as  much 
as  any  of  the  thirteen  ordinary  popular  filter  brands  tested. 

Finally,  tell  him  Larks  unique  gas  reduction  gives  Lark 
a  uniquely  smooth  and  easy  taste.  He'll  appreciate  that. You 
can  bank  on  it. 


King  Size 
or  1 00  s 
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Side  Lines 


The  Tongue-Tied  Computer 

A  funny  thing  happened  on  the  way  to  our  Annual  Report  on  Ameri- 
can Industry  last  year.  For  the  first  time  we  used  a  computer  to 
calculate  the  Performance  Yardsticks  featured  in  this  year-end  survey, 
which  is  known  around  Forbes'  offices — not  always  affectionately — 
as  "Jan  One"  because  of  the  date  it  appears.  When  we  pushed  the 
button  to  start  the  computer,  nothing  happened.  For  15  minutes  the 
machine  just  sat  there,  its  printer  seemingly  tongue-tied,  and  stared 
back  at  us.  For  once  in  its  life  it  seemed  at  a  loss  for  figures. 

Our  programmers  and  statisticians  calmly  assured  us  that  all  was 
well.  We  had  been  prompted,  because  of  the  switch  to  the  high-speed 
computer,  to  increase  the  sophistication  of  the  Yardsticks  and  to  cover 
more  companies.  Our  experts  patiently  explained  that  the  machine 
needed  time  to  digest  the  figures  we  had  fed  into  it.  They  were  right. 
The  machine  finally  began  spewing  forth  numbers  and  paper,  and 
our  issue  came  out  as  scheduled. 

Thus  did  the  editors  of  Forbes,  for  the  21st  straight  year,  perform 
a  unique  service  for  American  management.  They  published  their 
impartial  company-by-company  evaluation  of  the  efficiency  with  which 
management  utilizes  its  capital  and  the  resources  entrusted  it  by  its 
stockholders.  It  answers  two  questions  about  management  perform- 
ance: How  fast  is  it  making 
stockholders'  money  grow? 
What  kind  of  a  return  is  it 
getting   on   the  money? 

Now,  a  year  later,  the 
editors  are  hard  at  work  on 
their  22nd  Annual  Report  for 
delivery  on  Jan.  1,  1970.  The 
1970  Report  will  cover  many 
more     companies     than     the 

year  before:  575,  up  from  518  last  year.  Virtually  every  industrial 
company  with  sales  over  $230  million  will  be  included.  The  report 
will  feature: 

•  A  breakdown  of  how  each  of  the  companies  has  performed 
against  other  companies  in  its  industry  over  the  last  five  years  as 
measured  by  five  yardsticks. 

•  An  over-all  listing  showing  how  each  company  performed  against 
all  the  companies  covered. 

•  Still  another  feature  ranking  all  the  companies  by  their  stock- 
market  performance  over  the  past  five  years. 

Increasingly,  the  Forbes  Annual  Report  is  being  used  in  corpora- 
tions, in  schools,  in  investment  houses  as  one  of  the  handiest  measure- 
ments of  the  quality  of  management.  Since  last  year  it  has  been 
supplemented  by  a  sister  issue,  the  Forbes  Directory  Issue.  Appearing 
on  May  15,  the  Directory  Issue  contains  a  wealth  of  statistics  based 
on  audited  reports  of  some  800  major  U.S.  corporations.  The  Directory 
Issue  tells  what  happened  last  year.  It  is  a  kind  of  still  photograph 
of  a  single  year's  results  for  the  biggest  part  of  the  U.S.  economy. 
The  Annual  Report  is  more  analytical,  more  of  a  motion  picture,  based 
on  a  moving  average  over  a  period  of  several  years.  One  is  an  his- 
torical record,  the  other  a  thoughtful  analysis. 

You  might  say  that  these  two  issues  represent  a  kind  of  marriage 
between  computer  techniques  and  editorial  techniques.  At  least  that's 
the  way  we  look  at  them.  ■ 
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Scientific  Data  Systems 

needed  a  name 
that  means  business. 

When  we  sold  computers  mainly  to  scientists',  Scientific 
Data  Systems  was  an  excellent  name. 

But  we've  made  some  inroads  into  other  areas.  Oui 
computers  are  popular  with  time-sharing  services,  foi 
example,  because  they  satisfy  the  business  needs  o 
hundreds  of  different  users. 

And  while  we  plan  to  keep  our  excellent  scientific  repu^ 
tation,  we  look  to  business  for  much  of  our  future  growth 
So  our  old  name  had  to  go. 

Xerox  Data  Systems  says  a  lot  about  who  we  are.  Bu 
don't  let  the  name  mislead  you: 

We've  always  been  innovators.  Just 
because  we've  adopted  the  name  of  the 
world's  most  famous  copier  company, 
don't  expect  us  to  make  copies  of  the  , 

...  r  Xerox  Data  System 

world  S  most  famous  computers.  €1  Scgundo-Califomi 
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Research  shows 

there's  always 

something  new 

in  the  Changing 

Middle  South 


We  keep  up  with  our 

homework  in  Arkansas, 

Louisiana  and  Mississippi. 

Advanced  research  alerts  us 

to  key  economic  and  industrial 

opportunities.  Projects  like 

Mississippi's  new  Research 

and  Development  Center  in 

Jackson,  the  Guif  South 

Research  Institute  in 

New  Orleans,  the  Southwest 

Experimental  Fast  Oxide 
Reactor  in  Arkansas,  medical 
and  pharmaceutical  research 
at  colleges  and  universities, 

graduate  institutes  of 

technology  for  specialized 

studies  and  experimental 

research  ...  all  help  develop 

opportunity  into  positive 

programs  of  action. 

You  never  can  tell  what 

we'll  come  up  with  next. 

Unless  you  ask. 

Write:  Middle  South. 

Box  61000.  New  Orleans. 

Louisiana  70160. 


MIDDLE 

UTILITIES 


SOUTH 

SYSTEM 
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ARKANSAS  POWER  *  LIGHT  COMPANY.  LITTLE  ROCK.  ARK 
LOUISIANA  POWER  J  LIGHT  COMPANY.  NEW  ORLEANS.  LA 
MISSISSIPPI  POWER  >  LIGHT  COMPANY,  JACKSON.  MISS 
NEW  ORLEANS  PUBLIC  SERVICE  INC  .  NEW  ORLEANS.  LA 
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Trends 

&  Tangents 


FOREIGN 


Britain  Expects  Every  Computer.  .  . 
When  a  country  changes  over 
from  the  old  pounds-shilling-and- 
pence  system  to  a  decimal  system, 
as  South  Africa  did  in  1960  and  Aus- 
tralia in  1966,  it  usually  produces 
a  glut  of  work  for  the  makers  of 
cash  registers,  accounting  machines 
and  most  other  business  machines. 
But  the  long-scheduled  conversion 
of  Great  Britain  to  a  decimal  cur- 
rency in  February,  1971  is  less 
likely  to  produce  a  temporary 
bulge  of  business  machine  sales 
and  conversions.  National  Cash 
Register,  the  biggest  producer  of 
such  equipment  in  Britain,  has 
come  up  with  devices  that  permit 
instant  switching  on  D-Day,  which 
will  allow  the  conversion  process  to 
be  spread  over  a  longer  time.  How- 
ever, the  changeover  to  decimal 
currency  will  have  little  effect  on 
sales  of  computers;  they  use  a 
binary  method  of  counting  that  can 
handle  the  old  or  new  currency 
systems  with  equal  ease. 


BUSINESS 


Sharing  the  Blame 

Standard  Oil  of  California,  which 
for  decades  has  run  Hawaii's  only 
oil  refinery,  is  not  wholly  displeased 
with  the  news  that  a  $60-million 
competing  refinery  is  to  be  built  by 
Honolulu's  aggressive  Dillingham 
Corp.,  together  with  40%  partner 
Continental  Oil.  True,  it  does  mean 
the  end  of  Cal  Standard's  monop- 
oly. But  it  also  means  that  Cal 
Standard  will  no  longer  be  the  sole 
whipping  boy  for  Island  politicians 
who,  regardless  of  party,  feel 
obliged  each  November  to  casti- 
gate the  company  for  Hawaii's  sky- 
high  gasoline  prices — upwards  of 
45  cents  a  gallon  throughout  the 
booms  brought  about  by  military 
spending  and  tourism. 

Couldn't  Contain  Themselves 

As  their  proponents  predicted, 
the  wider  use  of  containers  has 
sharply  reduced  petty  thievery  on 
the  docks.  But  that  doesn't  mean 
the  thieves  have  suddenly  become 
Sunday  school  teachers.  Now 
they're  stealing  whole  containers, 
some  of  which  hold  cargo  worth  as 
much    as    $200,000.    The    Port    of 


New  York  Authority,  for  example, 
reports  that  container  stealing  was 
a  major  contributor  to  the  dis- 
appearance of  over  $60  million 
worth  of  goods  last  year  from  the 
port's-  docks  and  warehouses. 

How  To  Cut  the  Cost 

Only*  through  improved  trans- 
mission lines  will  it  be  possible  to 
cut  the  cost  of  electricity  to  the 
consumer  in  the  immediate  future, 
says  Donald  C.  Cook,  whose  Ameri- 
can Electric  Power  Service  Corp. 
has  just  opened  the  first  section  of 
the  world's  most  powerful  trans- 
mission system — a  765,000-volt 
line  through  Kentucky  and  Ohio. 
Generators  cannot  be  made  more 
efficient  except  in  terms  of  size,  he 
explains,  until  there  is  a  "metallur- 
gical breakthrough." 

The  Big  Dig-In 

Despite  a  rainy  summer,  the 
National  Swimming  Pool  Institute 
expects  a  rise  in  total  pool  sales  this 
year  of  at  least  12%  and  possibly  as 
much  as  25%  over  the  87,700  per- 
manent in-ground  pools  sold  in  the 
U.S.  in  1968.  In  fact,  demand  was 
so  great,  some  manufacturers  were 
air-freighting  pool  components  to 
builders.  And  with  more  than  one 

(Continued  on  page  14) 


CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


"^ 




ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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Extending  man's  senses: 


Command  joint  forces  from  20,000  feet. 


Bounce  a  newscast  around  the  world. 

Navigate  precisely  from  Cape  Horn  to  the  Cape  of 
Good  Hope. 

Turn  night  into  day  with  an  airborne  floodlight. 

Set  up  a  TACAN  transceiver,  anywhere,  in  minutes. 

Airborne  command  and  control  stations.  Communica- 
tions satellites.  The  global  Omega  navigation  system. 
Nighttime  military  and  civilian  operations.  Portable 
TACAN. 

All  demand  fail-safe  technology  —  the  finest  electronics 
and  svstems  available. 


That"s  our  business. 

LTV  Electrosystems  has  the  scientific  and  engineering 
talent,  fast-reaction  capacity,  and  the  production  facilities 
(15  nationwide)  to  build  the  advanced  electronics  our  cus- 
tomers need  to  extend  their  senses  and  capabilities  into 
every  environment. 

For  our  1968  annual  report  and  other  information,  please 
write:  C.  L.  Taylor,  Vice  President,  Secretary  and  Treasurer. 
For  career  opportunities,  write:  Bill  Hickey.  Supervisor  of 
Professional  Placement.  An  equal  opportunity  employer. 


L-T\S 


:ms,  //vo. 
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A  quality  company  of  Ling-Temco-Vought.  Inc 


.T\f 


NOW  Its  BLR 

on  the  amex 

the  company  with  a  future  behind  it 

Helicopters  . . .  hydrofoils  . . .  hovercraft .  . .  high  speed  rolling  mills  .  .  .  wher- 
ever critical  applications  demand  the  highest  levels  of  performance  .  . .  The 
Buehler  Corporation  is  there.  For  more  than  35  years  Buehler  has  been  build- 
ing a  successful  history  with  products  for  the  future. 

The  Buehler  Corporation's  long  established  reputation  for  superb  crafts- 
manship and  total  product  integrity  contribute  vitally  in  bringing  opportunities 
to  design  and  fabricate  tomorrow's  systems  for  the  aerospace,  marine,  nuclear 
and  other  industries. 

If  you  would  like  to  learn  more  about  this  growth  company,  please  write  us 
for  a  copy  of  our  annual  report. 


I 


THE  BUEHLER  CORPORATION 

9010    PRECISION  DRIVE,  INDIANAPOLIS,  INDIANA  46236 


This  announcement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy  any 
of  these  securities.  The  offering  is  wade  only  by  the  Prospectus. 


October  8,  1969 


300,000  Shares 


Union  Fidelity  Corporation 

Common  Stock 

f$.662/3  Par  Value) 

Price  $27.50  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  the  securities  in  such  State. 


Bache  £  Co. 

Incorporated 

Clark.  Dodge  £  Co. 

Incorporated 

Dominich  £  Dominich, 

Incorporated 

ladenburg.Thalmann  £  Co. 


New  York  Hanseatic  Corporation 

Bear.  Steams  £  Co. 

Shelby  Cullom  Davis  £  Co. 

Francis  I.  duPont,  A.  C.  Align.  Inc. 


R.  W.  Pressprich  £  Co. 

Incorporated 


Trends 

&  Tangents 

million  pools  already  in  the  ground, 
the  replacement  market  also  gave 
parts  and  equipment  manufacturers 
a  safes  rise  of  some  20%  to  25%. 

Chilling  Prospects 

'  ■  Automotive  air-conditioning  sales 
were  up  to  43%  of  passenger  car 
output  in  1968.  Latest  to  fall 
in  line  with  the  trend  is  Volks- 
wagen of  America,  which  just 
purchased  Delanair  Engineering 
Co.,  Inc.,  a  British-owned  manu- 
facturer of  automobile  air  con- 
ditioners. Old-time  Volkswagen 
owners  might  have  considered  this 
a  frill,  but  in  1968  35,000  Volks- 
wagens had  air  conditioning.  An 
interesting  by-product  of  the  rise 
of  air  conditioning  is  that  sales  of 
convertibles,  6%  of  the  total  pas- 
senger car  output  in  1963  and 
1964,  dropped  to  3%  in  1968. 

Not    Only    Alaska 

The  North  Slope  oil  discoveries 
haven't  obviated  the  approaching 
need  for  large  amounts  of  liquid 
fuel  made  from  coal,  oil  shale  and 
tar  sands,  says  Robert  O.  Ander- 
son, chairman  of  the  board  of  At- 
lantic Richfield.  Although  Atlantic 
sparked  the  North  Slope  oil  boom 
and  put  out  S900  million  for  leases 
in  the  recent  auction  there,  it  is 
banking  on  the  other  prospect  too: 
The  company  is  still  buying  oil 
shale  leases  in  Colorado  in  the 
Green  River  shale  formation,  which 
contains  an  estimated  80  billion 
barrels  of  oil,  and  holds  the  biggest 
position  in  Canada's  Athabasca  tar- 
sands  area  whose  reserves  of  300 
billion  barrels  equal  two-thirds  of 
those  in  the  rest  of  the  world. 

Expensive  Beef 

That  midriff  bulge  can  cost  you 
as  much  as  SI, 000  per  pound. 
That's  the  conclusion  reached  by 
the  Robert  Half  Personnel  Agen- 
cies after  scanning  their  files  on 
executive  job  hunters.  About  35% 
of  executives  earning  between  $10,- 
000  and  $20,000  a  year  were  more 
than  ten  pounds  overweight.  But 
only  a  slim  10%  of  the  executives 
earning  between  $25,000  and 
$50,000  were  toting  around  more 
than  ten  extra  pounds 

Here    We   Go   Again 

Price-cutting  is  rife  in  the  semi- 
conductor   business    again.    While 

(Continued  on  page  18) 
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CalComp  saves  lobstermen 
from  a  ghastly  pinch. 


The  situation  was  dark,  but 
clear. 

Each  year,  Maine  lobsters 
grew  smaller  and  smaller.  Fewer 
and  fewer. 

And  Maine  lobstermen,  caught 
in  the  pinch,  grew  worneder  and 
worrieder. 

What  was  happening  in  the 
murky  depths? 

With  the  help  of  a  CalComp 
plotter,  TRW  undertook  a  study  of 
Maine's  coastal  waters. 

Science  believes  that  from 
melting  of  the  polar  ice  cap, 
Maine's  waters  are  slowly  becom- 
ing colder.  Too  cold  now  for  Maine's 
famed  crustaceans  to  molt  and 
grow. 

After  studying  multiple  plots 
of  water  temperature  strata  drawn 
in  exact  detail  by  a  CalComp  drum 
plotter,  TRW  engineers  have  devel- 
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oped  programs  to  improve  the 
lobster's  environment  in  experi- 
mental areas,  giving  the  creatures 
a  new  chance  to  grow. 

But  what  of  CalComp's  own 
undersea  future? 

Already,  CalComp  plotters  in 
other  waters  are  charting  detailed 
contour  maps  of  the  continental 
shelf. 

Providing  temperature  graphs 
of  all  kinds  for  biological  studies 

Plotting  shifting  ocean 
currents.  And  ocean  weather. 

Keeping  log  on  the 
health  of  our  aquanauts. 
And  more. 

CalComp  is  the  leader 
in  computer  graphics.  With 
sales,  service  and  software 
in  34  cities  throughout 
the  world. 

So  if  you  find  yourself 


with  any  problem  of  oceanographic 
graphics,  give  us  a  call. 

We're  always  happy  to  help  in 
a  pinch. 

GO©®©©© 

TEACH  YOUR  COMPUTER  TO  DRAW. 

California  Computer  Products,  Inc. 

Deptt  S-11,  305  N.  Muller  Avenue,  Anaheim, 

California  92803 
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Get  our  System  on  your  side. 

What's  our  System?The  Bell  System. 
Not  just  the  telephone,  but  the  vast, 
invisible  communications  network  behind 
it.  Our  System  can  move  information, 
instantly,  from  any  place  to  any  other  place 
—  to  help  you  protect  what  you  own. 

We  know  a  company  which  had 
grown  so  fast  they  were  in  trouble.  An 
antiquated  ordering  method  was  letting 
competitors  take  customers  away.  Today, 
however,  the  company's  orders  zip  elec- 
tronically from  offices  all  over  the  country 
into  a  central  computer. 

Our  System  even  let  them  cut  ware- 
housing in  half. 

Your  Bell  System  Communications 
Consultant  knows  how  to  put  our  System 
to  work  for  you.  /55\    ■  ■    -■- 

Get  him  on  your  side.  \Q)  f\\SlT 
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One  of  our  guys  talks  your  language. 

He's  a  C&O/B&O  Market  Manager.  It's  his  business  to  know  both  our 
business  and  yours.  This  means  he  can  help  plan  your  distribution 
program  with  keen  insight  to  your  special  needs.  Very  often 
the  result  is  lower  transportation  costs,  better,  faster  service 
and  a  happier  customer.  You. 

Our  guy  who  talks  your  language  is  ready  to  talk  some  shop.  Call  our 
local  salesman.  Or,  for  our  Distribution  Services  Brochure,  write: 
C.  R.  Zarfoss,  Vice  President,  Merchandise  Freight  Croup, 
One  Charles  Center,  Baltimore,  Md.  21201. 


THE  C&O/B&O  RAILROADS    Clevela 


nd  44101     •     Baltimore  21201 


They  run  it. 


Forbes:  capitalist  tool 


WHEELS 

The  1969  Simmons  Study  shows  that 
61.5%  of  FORBES'  readers  own  two  or 
more  cars. 

Among  all  57  publications  measured 
in  this  study,  FORBES  has  the  top 
concentration  of  these  multi-car 
households. 

FORBES  readers  don't  just  own 
American  business. 


Trends 

&  Tangents 

first-half  1969  sales  of  monolithic 
integrated  circuits  were  up  29%, 
average  unit  prices  of  digital  ICs 
dropped  from  last  year's  $2.46  to 
$1.76.  Big  companies  such  as  Fair- 
child  Camera  &  Instrument  and 
Texas  Instruments,  as  well  as  snia-1- 
er  ones  like  Sprague  Electric,  are 
feeling  the  price  pressure. 

Keeping    Things   Together 

Bolts,  rivets  and  other  similar  in- 
dustrial fasteners  may  be  small,  but 
the  100  billion  of  them  that  were 
shipped  by  U.S.  producers  last  year 
added  up  to  a  $2-billion  business, 
according  to  the  Industrial  Fastener 
Institute.  Says  IFI  President  Frank 
Masterson,  "We  service  every  in- 
dustry— automotive,  construction, 
aerospace,  and  so  on — so  we're  as 
happy  as  the  happiest  guy  and  as 
sad  as  the  saddest."  In  fact,  the 
volume  of  fastener  shipments  is  a 
pretty  good  barometer  for  forecast- 
ing industry  trends.  Right  now  they 
indicate  good  business  ahead  in 
most  industries,  with  home  build- 
ing  the   worst    soft  spot. 

Brave— or  Just   Slow? 

"Before  I'm  through  here,  were 
going  to  be  a  national  drink,"  barks 
Woodrow  Wilson  Clements,  presi- 
dent of  the  pint-sized  (1968  sales: 
S42  million )  Dallas  soft-drink  out- 
fit Dr.  Pepper.  The  funny  thing  is, 
Dr.  Pepper  could  have  gone  na- 
tional years  ago  at  a  much  lower 
cost,  but  it  chose  to  bank  steadily 
growing  earnings  (up  173%  in  the 
last  five  years,  to  $4.1  million) 
from  its  solid  position  in  the  South 
rather  than  try  to  blanket  the  con- 
tinent. Now  Clements  will  have  to 
do  battle  on  a  broad  front  with 
PepsiCo  (1968  sales:  $848  million) 
and  Coca-Cola  ($1.2  billion),  also 
contend  with  evergrowing  private 
labels. 

Something's   Cooking 

In  an  effort  to  enable  retailers  to 
compete  more  successfully  with 
chicken  carryout  houses  like  Ken- 
tucky Fried  Chicken,  Yarian,  Inc. 
will  install  the  world's  biggest 
microwave  chicken  cooker  next 
year  in  its  Victor  F.  Weaver  plant 
in  Pennsylvania.  The  $300,000 
conveyorized  system  will  cook 
3,000  pounds  of  chicken  per  hour. 
The  hope  is  that  the  housewife  will 
find  this  pre-cooked,  frozen  chicken 
even  more  convenient  than  a  carry- 
out  service.  ■ 


18 


fORP.ls    NOVEMBER  1,  1W9 


The  Magnavox  theory  of  relativity  is  more 
J.  R  Morgan  than  Albert  Einstein. 


Einstein  unlocked  a  few  mysteries  of  the  universe. 

Magnavox  has  unraveled  a  few  mysteries  of  good  business 
And  that's  where  the  similarity  ends. 

About  the  only  thing  we  borrowed  from  Einstein  is:  things 
should  be  related. 

The  more  closely  related  businesses  are, 
the  more  readily  management  skills  and 
techniques  can  be  shared.  Then  growth 
becomes  a  surer  and  safer  venture.  Some 
examples: 

Our  experience  in  making  fine  cabinetry 
for  stereo  and  TV  introduced  us  to  the  home 
furnishings  business.  Now  subsidiaries,  like 
Baker,  make  some  of  the  world's  finest  furniture 

Producing  instruments  that  play  for 


1958      59       60       61       62        63       64        65        66       67 


people  (like  phonographs)  made  us  a  natural  for  producing 
instruments  that  people  play.  So  we  now  own  Selmer,  the  lead- 
ing band  instrument  company  in  the  nation. 

And  making  communication  systems  for  the  U.S.  Navy 
helped  put  us  into  facsimile  equipment  and  electronics  for 
industry. 

But  any  theory  is  only  as  good  as  its  bal- 
so  ance  sheet. 

Our  return  on  stockholders'  equity  puts  us 
40  in  the  top  ten  of  all  major  United  States 
30  corporations. 

And  over  the  last  ten  years  our  net  profit  is 
20  up  1,635  percent. 

>°  As  we  said,  the  Magnavox  theory  of 

relativity  is  more  J.  P.  Morgan  than  Albert  Einstein. 


Magna 

^^     270  Park  Ave.  I 


New  York.  New  York  1001 7 
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A  lot  of  Big  Names  are 
making  a  lot  of  big  money  these 
days  endorsing  products  they 
know  nothing  about. 

So  if  you  ve  seen  Andy 
Granatelli  in  Avis  ads  and 
commercials,  you  may  have 
concluded  that  Avis  has  gone 
out  and  bought  itself  just 
another  Big  Name. 

Then  read  on. 

,  We  got  Andy  Granatelli  — 
one  of  the  world's  foremost 
automotive  experts  —  because 
we  wanted  someone  who  really 
knows,  to  help  us  write  a 
checkout  manual  for  our 
maintenance  men.  Someone 


whose  words  would  be  respected 
by  a  mechanic. 

Granatelli  has  been  in, 
under,  and  hovering  around  cars 
for  years.  He  has  raced  them, 
repaired  them,  created  them, 


vorking  for  Avis  differs 
fcarsellingsoap. 


nd  built  a  business  (STP)  around 
hem.  All  with  great  success. 

His  latest  success  is  a  success 
or  us  as  well:  the  Avis  Checkout 
Manual.  Andy  stands  behind 
t,  and  our  people  do  too. 


Our  people  are  proud  to 
know  they  have  checked  out  a 
new  Plymouth  or  any  of  the 
other  fine  Avis  cars,  just  the  way 
Andy  Granatelli  himself  would 
have  checked  them  out. 

Because  of  our  manual,  and 
the  Avis  people  who  use  it,  we 
will  rent  you  one  of  the  most  de- 
pendable cars  you  can  rent  today. 

You  can  be  sure  of  that. 

Not  because  Andy 
Granatelli's  name  is  behind  it. 

But  because  Andy 
Granatelli  is,  just  as  much  as 
we  are. 

If  you  think  Avis  tries  harder, 
you  ain't  seen  nothing  yet. 

©AVIS  RENT  A  CAR  SYSTEM,  INC.  A  WORLDWIDE  SERVICE  OF  ITT 


Rockwell  Report 

by  A.  C.  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


Ever  since  the  Forties,  when  we  started  "boy-proofing"  the  increasing 
number  of  Rockwell  power  tools  used  in  vocational  education,  our 
designers  and  engineers  have  been  extremely  safety-conscious. 

That's  why,  when  we  redesigned  our  consumer  hand-held  tool  line, 
they  incorporated  double-insulated  electrical  construction  plus  the  im- 
pact-proof, nonconductive  plastic  housing  that  now  characterizes  these 
shockproof  Green  Line  tools.  The  complete  line,  numbering  22  tools 
for  home  workshop  and  garden  use,  attracted  a  lot  of  attention  at  the 
recent  Hardware  Show  in  New  York  City,  where  the  emphasis  was  on 
"consumerism." 

These  consumer  tools  have  attracted  other  attention,  too:  in  recent 
testimony  before  the  National  Committee  on  Product  Safety,  our  Power 
Tool  Division  was  commended  for  its  clear  industry  leadership  in  power 
tool  safety. 


Gold  is  not  standard.  We're  not  plan-  p. 
ning  to  gold-plate  any  more  of  our 
Rockwell  SR  water  meters  —  but  we 
couldn't  resist  on  our  3  millionth.  We 
delivered  it  to  a  utility  that  bought  not 
only  the  meter  design,  but  the  money- 
saving  "insurance  policy"  we're  giving 
on  our  SR  meters.  If  they  require  serv- 
ice any  time  in  the  next  15  years,  we'll 
do  it  at  a  set  low  price.  Rockwell's  the 
first  water  meter  builder  to  insure  the 
cost  of  meter  repair.  But  you  learn  a 
lot  in  3,000,000  meters. 

Hot  find  at  70°  below.  Alaska's  North 
Slope  is  hailed  as  the  world's  largest 
oil  find.  And  America's  oilmen,  known 
for  their  ingenuity,  are  solving  the 
problems  of  drilling  wells  and  produc- 
ing oil  in  Alaska's  rugged  climate. 
Rockwell  McEvoy  valves  and  "Christ- 
mas trees"  are  helping.  This  wellhead 
equipment  is  specially  designed  to 
meet  the  specs:  one  requirement  is 
that  it  operate  at  70°  below  zero! 

Power  tools  for  home  and  industry, 
valves  and  meters:  They're  just  part  of 
Rockwell's  activities.  We've  got  28 
basic  product  lines  now  —  and  the 
list  grows  continually.  Our  Financial 
Fact  Book  details  this  growth:  for  your 
copy,  write  Rockwell  Manufacturing 
Company,  417L  N.  Lexington  Ave., 
Pittsburgh,  Pa.  15208. 


Rockwell 

MANUFACTURING  COMPANY 


READERS  SAY 
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Attention,   Mr.  President 

Sir:  The  cover  story  concerning' 
the  railroad  situation  is  a  masterpiece 
(Forbes,  Oct.  15).  I  hope  it  winds  up 
on  the  top  of  the  pile  on  President 
Nixon's  desk. 

— Louis  W.  Menk 

President, 

Northern  Pacific  Railway  Co. 

St.  Paul,  Minn. 

Did  the    Parachute   Open? 

Sir:  Forbes'  Sept.  15  article,  "Con- 
vertible Bonds:  The  Parachute  that 
Failed  to  Open."  reaches  an  improper 
conclusion.  Whether  or  not  a  convertible 
bond    has    a    good    parachute    depends 

(Continued  on  page  103) 


Clarification 

A  recent  Forbes  article  ( "Ardiur  Car- 
ter's 'Concept,'"  Sept.  15)  dealt,  among 
other  things,  with  a  transaction  by  which 
the  Carter  Group  acquired  21%  of  the 
stock  and  two  of  seven  seats  on  the  board 
of  Utilities  &  Industries  Corp.  There  were 
several  statements  which  require  clari- 
fication in  fairness  to  Mr.  Richard  Rosen- 
thal, the  selling  stockholder  of  U&I. 

1 )  We  said  that  "Under  the  deal  .  .  . 
He  [Rosenthal]  also  became  entitled  to 
deferred  compensation  which  will  prob- 
ably average  out  to  $240,000  a  year." 
Possibly  some  readers  will  interpret  this 
to  mean  diat  Rosendial's  compensation 
was  a  reward  for  selling  his  stock.  This  is 
not  the  case.  Rosenthal  is  entitled  to  this 
money  for  seven  years  under  an  employ- 
ment contract  dated  1956. 

2)  Forbes  also  said  tiiat  "Richard  L. 
Rosenthal  is  coming  out  of  the  deal 
nearly  twice  as  well  off  as  his  small  stock- 
holders." The  fact  is,  however,  that 
Rosenthal  obtained  from  the  Carter 
Group  a  specific  undertaking  that  "within 
the  next  12  months,  via  merger  consoli- 
dation or  otherwise,  it  will  make  a  pro- 
posal to  die  other  shareholders  of  U&I. 
based  on  valuation  principles  recognized 
[by  die  Carter  Group]  in  the  purchase 
from  Rosenthal."  A  proposal  for  a  volun- 
tary exchange  of  stock  was  subsequently 
formulated  by  die  Carter  Group  but  the 
prospectus  has  not  yet  cleared  the 
Securities  &  Exchange  Commission.  Even 
if  the  prospectus  clears,  the  remaining 
U&I  stockholders  do  not  have  to  accept 
the  offer  and  if  diey  do  not.  the  under- 
taking which  Rosenthal  secured  from  the 
Carter  Group  as  well  as  die  asset  backing 
remain  intact. 

3)  We  also  should  have  noted  that  the 
price  Rosentiial  received  is  subject  to 
possible  downward  adjustment,  as  well 
as  the  possible  upward  adjustment  which 
we  mentioned. 

We  regret  any  misunderstandings  diat 
may  have  arisen  from  our  inappropriate 
phrasing  in  these  complex  matters. — Ed. 
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You  Can  Be  Part  of 
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Iff  You  Buy  a  RAMADA  INN  License  NOW! 

THE  1970's  WILL  BE  THE  HOSPITALITY  INDUSTRY'S  MOST  DYNAMIC  DECADE! 
DURING  THE  SOARING  70's  MORE  FAMILIES,  WITH  MORE  MONEY  AND  MORE 
TIME  FOR  TRAVEL  WILL  REQUIRE  TENS  OF  THOUSANDS  OF  NEW  MOTOR-HOTEL 
ROOMS!  MILES  OF  NEW  SUPER  HIGHWAYS  WILL  PAVE  THE  WAY  FOR  MORE 
TRAVEL,  IN  MORE  DIRECTIONS,  IN  LESS  TIME!  INCREASED  AIR  TRAVEL  WILL 
MEAN  MORE  OVERNIGHT  STAYS.  THOUSANDS  UPON  THOUSANDS  OF  PRE-WAR 
MOTEL  ROOMS  WILL  BECOME  OBSOLETE.  IN  SHORT,  THE  NEXT  DECADE  WILL  BE 
AN  EXPLOSIVE  PROFIT  PERIOD  FOR  RAMADA.  AND  FOR  YOU!  IF  YOU  GET  YOUR 
RAMADA  INN  UNDER  CONSTRUCTION  NOW! 

HERE,  BASICALLY  IS  WHY  A  RAMADA  LICENSE  IS  ONE  OF  THE  SOUNDEST 
MOST  PROFITABLE  INVESTMENTS  YOU  CAN  MAKE: 


RAMADA  INN-STANT  Reservations  System 
. . .  offers  the  world's  fastest  computer  reservation 
network.  Initial  expectations  for  volume  of  reserva- 
tions have  already  been  exceeded  since  installation 
June  1. 

SURERATE  Program  .  .  .  assures  business 
traveler  occupancy  by  guaranteeing  rates  for  over 
1983  major  corporations. 

CREDIT  CARD  AFFILIATION  . . .  provides  a 
market  of  85  million  credit  cards  honored  by  Ramada 
. . .  American  Express,  Diners  Club,  Carte  Blanche, 
Chevron,  Humble,  Sohio,  Sunray  DX,  Atlantic  Richfield, 
Imperial  Oil,  Sunoco,  BankAmericard,  Master  Charge, 
and  Ramada's  own  national  card. 

FINANCING  ...  no  charge  to  licensees  for 
a  comprehensive  loan  brochure  package  designed  to 
help  present  your  project  to  potential  lenders. 

CUSTOM  DESIGN ...  no  charge  to  licensees 


CENTRAL  PURCHASING  POWER  ...  Our 
Adamar  Inn  Supply  Company  means  lower  costs  on 
quality  equipment  and  supplies. 

MANAGEMENT  ASSISTANCE  ...  our  exec- 
utive staff  helps  you  maintain  high  operating  stand- 
ards through  periodic  inspections  with  confidential 
reports . . .  on-the-job  training  and  individual  counsel 
for  specific  management  problems. 

NO  MINIMUM  ROYALTY  FEE. 

NOW  YOU  KNOW  WHY  . . .  THERE  ARE  OVER  302 
RAMADA  INNS  OPEN  AND  UNDER  CONSTRUCTION 
...  A  35%  EXPANSION  WITHIN  THE  LAST  YEAR. 
PUT  YOURSELF  IN  THE  PROFIT  PICTURE  TODAY . . . 
BE  PART  OF  RAMADA'S  SOARING  70's 
DON'T  LET  THE  PROFIT  PARADE  GO  DOWN  THE 
STREET  WITHOUT  YOU! 

For  License  Information,  Write:  P.O.  Box  590 


CONSTRUCTION . . .  Ramada's  construction 
subsidiary  offers  years  of  building  experience  in  the 
specialized  field  of  motor  hotels. 


RAMADA  INNS 
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All  our  bankers  aren't  bankers,  anymore. 


Some  are  professional  factors,  some  experts  in 
leasing,  mergers  and  acquisitions,  financial  coun- 
seling or  real  estate.  We  look  at  it  this  way : 

A  multi-billion  dollar  bank  such  as  ours  simply 
can't  afford  to  sit  back  comfortably  on  its  padded 
leather  armchair  and  mertly  make  conventional 
loans  to  existing  customers. 

Not  when  customers  have  to  look  elsewhere  for 
help  with  more  specialized  financial  transactions. 
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And  not  when,  with  a  little  effort,  we  could 
provide  that  help  ourselves. 

At  First  Pennsylvania  Bank,  we're  not  content 
to  hand  our  customers  half  an  apple. 

That's  why  we've  gone  out  and  hired  estab- 
lished experts  in  financial  areas  closely  related  to 
banking. 

And  that's  why,  when  you  do  business  with  us, 
you  may  end  up  not  doing  business  with  a  banker. 

First  Pennsylvania  Bank     I 

The  First  Pennsylvania  Banking  and  Trust  Company 
15th  and  Chestnut  Sts..  Philadelphia,  Pa.  19101 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


IS  AN  ECONOMIC  SLOWDOWN  COMING? 

Pssst!  It's  here. 


QUIT  THE  PIDDLING  FIDDLING 


Can  you  figure  out  where  the  President  thinks  he — we — 
are  going  in  Vietnam? 

I  can't. 

Moderate  troop  withdrawals  are  followed  by  claptrap 
trap  about  not  "letting  down"  Saigon's  dictatorial  military 
government,  and  too  often  Washington  shows  its  good 
faith  by  apparently  letting  Thieu  call  the  military  and 
diplomatic  tunes. 

First  we  "demand"  that  Hanoi  reciprocate  our  de-escala- 
tion and  token  troop  withdrawals  by  de-escalating  itself. 
Then  as  soon  as  things  quiet  down  there,  a  bunch  of  generals 
and  Capitol  hawks  start  shouting  that  this  quieting 
down  is  an  indication  that  the  Vietcong  have  had  it,  that 
they  are  licked. 

We  can't  threaten  our  way  into  the  kind  of  victory 
settlement  we  have  been  unable  to  win.  To  go  on  "de- 
manding" our  terms  is  bloody,  literally  bloody,  nonsense. 

The  sooner  we  get  more  Americans  out  of  Vietnam,  that 
much  sooner  the  Thieu  government  will  lace  up  to  making 
some  of  the  compromises  necessary  for  peace.  If  the  peo- 
ple of  South  Vietnam  want  a  total  victory,  then  their  army 
ought  by  now  to  be  able  to  win  it.  They  certainly  have  got 


all  of  the  military  supplies — and  then  some — that  they 
could  possibly  need  or  use. 

Mr.  Nixon  is  not  fooling  Hanoi  by  implying  that  if  they 
don't  give  all  at  the  peace  table  that  we  couldn't  get  on  the 
battlefield,  then  we'll  re-escalate. 

There  is  just  no  damn  way  to  end  our  massive  manpower 
involvement  in  Vietnam  without  simply  ending  it.  Tossing 
temporary  draft  call  reduction  bones  to  students  and  rela- 
tively unsizable  troop  withdrawals  as  sops  to  the  rest  of 
the  American  people  won't — and  darn  well  shouldn't — 
provide  the  excuse  for  months  and  months  more  of 
el  latter,  clatter  and  young  American  deaths. 

We  have  Thieued  the  fat  long  enough.  Now,  right  now, 
we  better  bite  the  bullet. 


To  think  that  at  this  moment  we  can  commit  additional 
thousands  of  American  men  on  the  ground  in  Laos 
and  Thailand  defies  credulity.  Senators  Mansfield  and 
Kennedy  couldn't  be  right  in  saying  that  is  what  our  Gov- 
ernment is  presently  doing. 

Could  they? 


POOR  KENNEDY 


I  don't  mean  Teddy. 

I'm  talking  about  David. 

If  he  didn't  already  have  a  bundle  of  his  own,  and 
wasn't  making  a  pretty  good  salary  as  head  of  the  mint, 
he  could  make  a  mintful  more  on  the  circuit,  billed  as  The 
Only  Man  Who  Can  Stand  Up  With  Both  Feet  In  His 
Mouth— And  Talk. 

After  the  Treasury  Secretary  on  previous  occasions  sug- 
gested the  possibility  of  wage  and  price  controls  to  curb 
inflation,  Presidential  Spokesman  Richard  M.  Nixon  let  it 
be  known  there  was  absolutely  no  such  prospect  or  plans 
by  his  Administration. 

Recently  the  Redoubtable  David  said  it  again,  and 
again  the  Presidential  Spokesman  said  baloney.  Secretary 


Kennedy  further  confounded  the  White  House  by  describ- 
ing the  rise  in  unemployment  to  4%  as  "acceptable."  Said 
he,  "There's  no  question  as  you  slow  the  economy,  there 
will  be  some  increases  in  unemployment." 

One  of  these  days  he'll  learn  that  telling  the  truth  is 
sometimes — ofttimes — inappropriate  for  a  Man  in  Power. 


Speaking  of  Kennedys,  didn't  you  think  that  Jackie's 
judoing  of  the  photographer  to  the  sidewalks  of  New  York 
was  fabulous?  Even  the  jolted  picture  snapper  was  im- 
pressed. And  I'm  sure  Ari  got  the  message:  If  he  wants 
to  keep  his  bean  and  balance,  he  better  not  try  to  bust 
up  his  happy  marriage. 
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SOME  BIRTHDAY  OBSERVATIONS 


To  mark  Forbes  Magazine's  52nd  birthday  a  short  while 
ago,  1  sent  to  some  friends  in  the  business  world  a  repro- 
duction of  the  front  page  of  the  New  York  Times  of  the 
date  they  were  born.  Most  of  us  are  more  interested  in 
our  own  birthday  than  the  birth  of  another  guy*s  business, 


and  I  thought  they  plight  better  remember  Forbes'  birth- 
day if  the  remembrance  concerned  their  own. 

The  responses  were,  of  course,  all  most  gracious  and 
frequently  sparkled  with  wit,  wisdom  and  delightful  obser- 
vations. I  cannot  resist  sharing  a  few  of  them  with  vou. 


I  have  often  wondered  what  other 
great  event  happened  on  Jan.  29, 
1922.  Now  I  know — there  was  a 
catastrophe  in  Washington.  And  in 
my  estimation,  there  has  continued 
to  be  one  ever  since. 

Jerry  O'Neil,  President 
The  General  Tire  &  Rubber  Co. 

Vou  are  quite  right  that  I  did  not  take  much  notice 
of  the  events  on  that  particular  day  (June  9.  1909). 
hut  I  was  quite  interested  in  reading  the  page  to  note 
that  one  of  the  items  announced  the  election  of  a  new 
president  of  Dartmouth  College.  Now  just  60  years 
later.  I  am  involved  in  the  selection  of  a  new  president 
for  the  college.  I  suppose  if  one  believes  in  pre- 
destination, my  future  was  inextricably  linked  to 
Dartmouth  right  from  the  start. 

Bob  Oelman,  Chairman 
The  National  Cash  Register  Co. 

Of  particular  interest  to  us  was 
Judge  Land  is'  arbitration  decision 
changing  Chicago's  skilled  build- 
ing workers'  rate  from  SI. 25  to 
SI. 10  (Sept.  8,  1921).  Oh,  how  it 
has  changed! 

Ralph  Weller,  President 
Otis  Elevator  Co. 

It  was  a  calmer  period  when  I  arrived  in  this  world 
(Feb.  8.  1904).  and  I  would  like  to  see  our  problems 
today  as  minimal  as  they  were  then. 

George  Champion, 
The  Chase  Manhattan  Bank 

None  of  the  events  recorded  (May 
19.   1905)    seem  nearly  as   impor- 
tant as  the  event  which  occurred  in 
Wilmington.       Obviously,       again 
oving  how   difficult  it  is  to  make 
forecasts. 
Lammot  Copeland.  Chairman 
In  Pont  de  Nemours  &  Co. 

When  I  look  at  thj  ]  nis  reprint  of  the  "birth- 

k  Times  you  sent  me.  I 
am  all  ipted  to  believe  that  my  coming  into  the 

world  it  event  of  the  day. 

I'envj  |   day  the  stock  market 

coUa|  October  or  on  Pearl  Harbor  Day  or  D 

Day.  Jai  be  the  most  blah  day  of 

that  oi 

Dan  Karsch,  President 
Advertising 

I  would  complete!)  acre?  that  on 
the  da)  I  ighed  in  a  tin  pan 

on  a   pair  r  \ug. 

29.  1918)  I  did  i*t  have  much  in- 
clination to;  but  the  hare 
essentials. 

Orville  Mertz,  President 
Koehring  Co. 
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History-  does  seem  to  repeat  itself.  I  note  on  that  long 
ago  date  (June  21,  1906),  as  now.  there  was  con- 
cern over  the  treatment  of  Jews  in  Russia,  consumer 
agitation  over  meat  inspections,  domestic  gas  rates, 
and  emphasis  on  speedy  transportation  ( 18  hours 
from  New  York  to  Chicago  by  railroad). 

Harllee  Branch  Jr.,  Chairman 
The  Southern  Co. 

I'm  happy  to  catch  up  with  the 
other  important  events  on  the  date 
of  my  arrival  (Apr.  28.  1910)! 
Many,  many  thanks  for  this  promi- 
nent reminder  that  I  probably  feel 
better  than  I  ought  to! 

Fred  Borch,  Chairman 
General  Electric  Co. 

Many  thanks  for  this  reproduction  of  the  front  page 
of  the  A7et<;  York  Times,  which  enables  me  to  refresh 
my  "memory"  of  other  occurrences  on  Dec.  6,  1889! 
My  memory  is  still  pretty  good,  however,  of  the 
events  preceding  and  following  the  birth  of  Forbes 
Magazine  on  Sept.  15,  1917.  My  devotion  to  your 
father  as  a  friend  and  my  regard  for  him  as  an  entre- 
preneur will   remain  the   highlight   of  that  memory. 

Bob  Woodruff 
Coca  Cola  Co. 

While  I  knew  die  event  of  my 
birth  (Oct.  10,  1909)  did  not  make 
the  headlines  of  the  Washburn 
(Illinois)  Leader,  I  am  quite  dis- 
appointed to  see  that  it  didn't  make 
the  front  page  of  the  Times,  either. 
Apparendy,  the  editors  thought  the 
appropriation  granted  for  the  care 
and  feeding  of  the  Post  Office  De- 
partment cats  much  more  news- 
worthy. 
George  Lesch.  Chairman  &  President 
Colgate-Palmolive  Co. 

The  news  of  Apr.  27,  1908  to  some  extent  confirms 
what  I  have  been  saying  right  along — that  times  aren't 
any  worse  today  than  they  were  50  years  ago. 

Bill  Grace.  President 
Fruehauf  Corp. 

I  cannot  say  that  I  was  too  sur- 
prised to  note  that  the  front  page 
of  the  Times  made  no  mention  of 
my  birthday  (Jan.  22.  1910),  but 
they  appear  to  be  making  up  for 
this  in  their  more  recent  editions. 
Hal  Geneen,  Chairman  &  President 
International  Tel.  and  Tel. 

It  was  interesting  to  note  that  on  May  14,  1913  John- 
son was  convicted  as  a  white  slaver,  Mr.  and  Mrs. 
Kennedy  were  expelled  by  the  Greeks,  the  suffra- 
gettes' kidnapping  plans  of  a  Cabinet  officer  were 
foiled,  and  a  student  held  two  Negroes  at  bay  with  a 
pistol.   And   then,   along  came  little  ol    me. 

Bob  Allen,  Chairman 
Fuller  &  Smith  &  Ross  Inc. 
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The  headlines  then  (Dec.  18, 
1921 )  were  much  as  they  are  to- 
day: riots  in  Belfast,  shootings,  col- 
lege unrest,  etc.  Frankly,  I  am  a 
little  disillusioned  to  realize  that 
my  generation  has  not  changed 
thin2s  more. 

Bob  Fluor.  Chairman 
Fluor  Corp..  Ltd. 

You  are  quite  right — I  didn't  take  much  interest  in 
affairs  on  the  latter  occasion,  as  best  I  recall  (July 
29.  1908).  The  problem  is.  I  wondei  if  I  am  taking 
enough  now! 

Edgar  Kaiser,  Chairman 
Kaiser  Aluminum  &  Chemical  Corp. 

I  now  have  to  ask  the  Times  to 
search  their  archives  to  find  out 
what  happened  to  a  missing  sub- 
marine which  evidendy  was  lost 
on  my  birthday  (Dec.  20.  1927). 
Clayton  Rautbord,  President 
Apcco 

It  was  interesting  to  note  the  similarity  of  the  prob- 
lems in  the  world  on  Jan.  28.  1915  to  the  ones  we  see 
listed  on  the  front  page  now. 

Don  Burr.ham,  Chairman 
Westinghotise  Electric  Corp. 

It  was  a  pretty  dull  day    (Apr.    1, 
1905)    as  far  as   I'm   concerned — 
except  for  the  excitement  I  added 
to  it! 

George  Moore,  Chairman 
First  National  City  Bank 

September  1.  1907 — a  quick  glance  indicates  that 
people  weren't  much  different  then  than  now — boats 
blew  up,  there  were  burglaries,  kidnappers  de- 
manded  ransom     and   women   wore   corsets! 

Rex  Blazer,  Chairman 
Ashland  Oil  &  Refining  Co. 

While  I  may  have  been  too  pre- 
occupied to  read  the  Times  on 
May  21.  1898  it  is  thought-pro- 
voking to  wonder  what  passed 
through  my  father's  mind  as  he 
read  the  paper  of  that  day,  as  he 
undoubtedly  hoped  that  his  son 
would  live  in  more  peaceful  times. 
Armand  Hammer.  Chairman 
Occidental  Petroleum  Corp. 

You  may  be  interested  to  know  that  my  birth  (June 
10,  1929)  coincided  with  Lindbergh's  return  from 
Paris  after  his  memorable  transatlantic  solo  flight; 
now,  your  present  is  sent  to  me  in  the  year  the  astro- 
nauts have  landed  on  the  moon.  Since  my  fate  seems 
to  be  linked  with  mankind's  search  for  new  horizons, 
I  can  only  wonder  what  is  in  store  for  me  when  we 
land  on  Mars! 

Pierre  Fougeron,  Executive  Vice  President 
Michelin  Tire  Corp. 


Apparently,  things  have  not 
changed  a  great  deal  (Sept.  1, 
1902).  I  wonder  if  similar  head- 
fines  will  appear  67  years  from 
now? 

Bill  Bynum 
Carrier  Corp. 

It  is  ironic  that  on  this  front  page  (Feb.  28,  1924)  is 
information  regarding  all  the  confusion  which  is  pre- 
sent in  today's  life.  Unfortunately,  I  must  admit  that 
I  really  didn't  pay  too  much  attention  on  that  par- 
ticular day.  I  guess  I  would  have  to  resign  myself  to 
the  fact  that  I  was  a  little  bit  "backward." 

Bemie  Goldberg,  President 
Schenley  Industries 

As  of  that  date   (Dec.   16,   1906). 

don't  think  I  had  as  yet  acquired 

the  habit  of  reading  the  news! 

Jim  Roche,  Chairman 
General  Motors  Corp. 

I  don't  think  that  very  much  has  been  accomplished 
during  the  56  years  (July  18,  1913)  I  have  been  on 
this  planet.  The  New  Haven  was  having  trouble; 
there  were  strikes;  atrocities  overseas.  There  were  a 
couple  of  good  things:  the  Times  cost  a  penny,  and  a 
seat  on  the  Exchange  went  for  $37,000. 

Ed  Bond  Jr..  Chairman 
Young  &  Rubicam,  Inc. 

The  big  change  between  now  and 
then  (Oct.  28,  1907)  that  I  could 
detect  was  the  price  of  the  paper. 
I  believe  a  dollar  might  have  gone 
a    little    further    in    those    days. 

L.  B.  Meaders,  President 
Halliburton  Co. 

Incidentally,  it  was  good  to  find  that  the  world  was 
in  just  as  much  of  a  mess  on  the  day  that  I  was  born 
(Sept.  22,  1918)  as  it  seems  to  be  now,  and,  while 
this  may  not  seem  like  progress,  still  we  are  perhaps 
no  worse  off  from  my  entry  on  the  scene. 

Bob  Heimann,  President 
American  Brands,  Inc. 

I  suspect  if  I'd  been  able  to  read 
the  paper  that  day  (July  2,  1918), 
I'd  have  had  second  thoughts  about 
staying  around. 

Bob  Sarnoff,  President 
RCA  Corp. 

It  doesn't  appear  that  I  was  born  at  a  very  hopeful 
moment  in  history  (June  12,  1915),  but  at  least  peo- 
ple were  then  able  to  get  all  the  bad  news  in  the 
Times  for  one  cent!  With  the  advent  of  the  Now 
Generation,  anyone  who  can  remember  black-and- 
white  TV  is  supposed  to  be  over  the  hill,  so  I  guess 
that  makes  me  hopelessly  antiquated.  But  I  take  com- 
fort in  the  fact  that  mine  is  the  perfect  age  for  1969 
— too  old  to  have  to  do  "the  frug"  and  too  young  to 
wish  1  could. 

David  Rockefeller,  Chairman 
The  Chase  Manhattan  Bank 


CONVERSATION 

Some  say  it's  a  dying  art,  with  everybody  uptight  in 
front  of  the  boobtube. 

I  don't  really  know  if  conversation  is  increasing  or  de- 
creasing, but  we  have  all  had  some  where  the  pauses  were 
the  best  part. 


YOUTH  SCORES  AGAIN 

Compassion  is  back  in  fashion.  Thanks  to  those  young 
who  are  uncynically  concerned  with  what  in  the  world  can 
be  better. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


What  to  do 
when  a  customer 
gives  you  a 
snow  job. 


When  it  happened  to  us,  we  made 
tracks. 

A  track  is  what  a  snowmobile  runs  on. 

It's  something  like  a  huge  rubber  band, 
only  a  thousand  times  tougher. 

It  has  to  be  to  support  800  pounds  of 
man  and  machine,  to  go  90  miles  an 
hour,  to  climb  45-degree  slopes,  and  to 
take  the  slam-bang-crunch  of  snowmobile 
landings. 

Fact  is,  it  takes  muscles  of  steel  to 
carry        like  this.  So  borrowing  an  idea 
from  B.F.Goodrich  conveyor  belt 
designers,  that's  what  we  built  into  our 
rubber  trac 

Steel  Cc  de  the  track  give  it 

toughness.  [  oerfect  shape.  So 

that  it  won't  strel  .  And  a  special 

B.F.Goodrich  rubber  ound  keeps  it 

flexible  in  cold  wear 

Now  our  business  ;led 

beyond  snowmobiles,  and  we're  working 
on  track  designs  for  trenchers  and  rice 
paddy  tractors. 

When  it  comes  to  making  the  most  of 
ingenuity  and  experience,  you'll  find  our 
track  record's  pretty  good. 


B.EGoodrich 


We  made  tracks. 


Forbes 


Too  Good  To  Last? 

It's  hard  to  see  how  the  troubled  natural  gas  industry  could 
have  a  regulator  more  to  its  taste  than  the  new  chairman  of  the 
Federal  Power  Commission.  But  there  could  be  a  serious  backlash. 


Few  regulatory  bodies  inspire  any 
genuine  affection  among  those  they 
regulate,  but  the  Federal  Power  Com- 
mission has  probably  earned  a  special 
dislike  by  the  interstate  utilities  over 
whose  affairs  it  is  charged  with  watch- 
ing. The  natural  gas  pipeliners  who 
assemble  southwestern  gas  to  heat  dis- 
tant northern  cities  are  the  special  ob- 
jects of  FPC  attention,  and  they  have 
long  regarded  it  as  half  bumbling,  half 
hostile. 

The  ineptitude  grew  out  of  a  set  of 
policies  that  simply  did  not  square 
with  the  tacts  ot  economic  lite,  as 
when  commission  procedures  allowed 
th<-  major  pipeline  companies  to  col- 
lect, in  tin'  early  and  middle  Sixties, 
hundreds  of  millions  ot  dollars  in  con- 
tingent rate  increases,  most  of  which 
ultimately  had  to  be  refunded.  The 
hostility  stemmed  from  the  attitude  of 
a  permanent  FPC  stall  that  in  indus- 
try eyes  ranged  from  speciously  neu- 
tral to  overtly  vindictive. 

Your   Friendly   Regulator 

Given  this  background,  it  is  almost 
hard  to  believe  that  the  FPC  is  now 
led  by  a  man  apparently  so  friendly 
toward  the  utility  industry-  in  general 
and  the  natural  gas  companies  in  par- 
ticular. John  N.  Xassikas,  52,  the  new 
Nixon-appointed  chairman  of  the  FPC, 
sometimes  sounds  more  like  a  natural 
gas  executive  expounding  about  how 
the  FPC  should  regulate  his  industry 
than  a  man  burdened  with  the  actual 
responsibility  of  regulation. 

Take  Nassikas'  concept  of  the  pub- 
lic interest:  "It  can  best  be  served  by 
realizing  that  just  and  reasonable  rates 
can  only  be  established  by  a  viable, 
prosperous  industry.  The  free  enter- 
prise system  itself  holds  the  best  hope 
for  resolving  the  crunch  looming 
ahead  between  supply  and  demand, 
for  natural  gas — not  some  expanded 
federal  bureaucracy." 

Or  take  his  view  of  industry  profits. 
Soon  after  he  was  sworn  in  last  sum- 
mer ( as  a  Greek- American,  he  used  an 
old  Czarist  Bible)  he  noted  pointedly 
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Finding  The  Way.  A  Dart- 
mouth sociology  major,  new 
FPC  Chairman  John  N.  Nassi- 
kas attended  Harvard  Business 
School,  buf  found  his  vocation 
of  advocate  at  Harvard  Law. 


that  the  gas  pipelines  had  enjoyed  an 
after-tax  profit  of  11.4%  during  Eisen- 
hower's Administration,  which  had 
sunk  to  4.5'i  under  the  two  succeed- 
ing Democratic  regimes.  Just  recently 
he  added:  "We  will  show  that  there  is 
a  regulator)'  climate  within  this  com- 
mission which  realizes  the  problems 
utilities  confront  in  meeting  growth  of 
their  markets  in  competition  with 
other  energy  forms,  and  in  capital 
markets  with  all  other  industries  for 
the  investor's  dollar. 

This  is  not  just  talk.  Last  month 
Xassikas  led  the  FPC  in  two  moves 
that  should  mean  a  substantial  num- 
ber of  millions  of  dollars  in  increased 
revenues  and  profits  for  both  natural 
gas  producers  and  pipeliners.  First, 
producers  of  natural  gas  were  allowed 
higher  prices  lor  new  gas  discoveries 
that  formerly  would  have  commanded 
older  and  lower  prices.  Then,  in  a  real 
watershed  decision,  the  FPC  allowed 
pipeline  companies  to  charge  the 
same  area  price  as  independent  pro- 
ducers for  their  own  gas  reserves, 
though  the  change  applies  only  to 
newly  discovered  reserves.  Previously, 
pipeliners  were  allowed  to  recover,  for 
their  own  gas,  only  their  costs  of  dis- 
covery and  production  plus  a  parsimo- 
nious profit  percentage,  which  natu- 
rally dampened  any  inclination  they 
might   have   to   search   for   new   gas. 

Xassikas  remarks  candidly  that  he 
"can  understand  why  some  observers 
call  lawyers  two-faced.  Take  me: 
I  started  oil  defending  consumer  in- 
terests [as  assistant  and  then  deputy 
attorney  general  of  New  Hampshire] 
against  utilities  with  vigor  and  suc- 
cess. Then  the  utilities  came  to  me 
and  I  defended  them;  many's  the  pas- 
senger run  I  helped  eliminate.  But  my 
view  is  that  a  good  lawyer  is  a  man 
who  can  defend  either  side  with  equal 
vigor  and  effectiveness." 

What  makes  Nassikas'  bold  moves 
necessary,  or  at  least  defensible,  is  the 
looming  crisis  in  natural  gas  supply. 
Last  year,  for  the  first  time  since  natu- 
ral  gas  became   a   significant   energy 


source,  production  actually  exceeded 
the  addition  to  proven  reserves.  The 
best  estimate  is  that  unless  discoveries 
show  an  immediate  and  substantial  in- 
crease, the  natural  gas  industry  could 
be  in  trouble  within  ten  years — and 
in  some  areas  perhaps  sooner. 

That  was  the  most  serious  failure 
of  the  FPC  under  its  previous  chair- 
man, Lee  C.  White,  who  resigned  last 
July:  In  its  strenuous  efforts  to  keep 
consumer  rates  as  low  as  possible,  it 
seemed  to  ignore  the  real  danger  of 
an  absolute  future  shortage. 

Nassikas  is  betting  that  the  near- 
term  shortage,  within  the  next  five  to 
ten  years,  can  be  alleviated  largely  by 
giving  the  natural  gas  industry  most 
of  what  it  has  always  said  it  wanted. 
In  the  longer  term,  he  counts  on  Net- 
undiscovered  reserves  in  Alaska,  Can- 
ada and  under  the  ocean  bed.  He 
also  sees  great  potential  in  importing 
liquefied  natural  gas,  as  El  Paso  is 
planning  to  bring  in  from  Algeria;  in 
the  gasification  of  coal,  if  costs  can  be 
brought  down;  and  perhaps  from  free- 
ing deep  reserves  by  nuclear  blasts. 

But  the  short  run  is  more  threaten- 
ing; and  the  real  question  is  whether 
and  how  soon  the  new  FPC  policies 
will  produce  the  needed  new  reserves. 
Says  Nassikas:  "I  suspect  that  in  a 
year  or  two  years  we  can  determine 
how  eHective  these  recent  efforts  by 
the  Commission  have  been.  We'll 
have  to  know  soon.  Did  you  realize 
that  typically  it  is  four  to  five  years 
between  the  time  new  gas  has  been 
discovered  and  the  time  it  becomes 
flowing  pipeline  gas? 

"So  we  don't  have  a  wide  margin. 
Besides,  it  is  not  a  foregone  conclu- 
sion that  price  incentives  alone  will 
produce  the  necessary  gas  to  meet 
demand.  And  remember,  certain  dis- 
incentivi  ing  established   that 

will  ti  ploration,  such 

as  the  ch  pletion  allow- 

ances in  thi  ii  adopted, 

could  worl  increase 

discovery  ol 

What  N  i 
ing  is  that  the  real 
complicated   to 
simplistic  price  ino 
of  the  new    ]'}'( 
damage  it  can  do 
fails;  for  any  industry  that  I 
million  U.S.  homes  and 
factories   cannot    fail   its   coin 
without    unloosing   on    itself    the 
massive   government   interventio 
some  future  administration. 

\n\   such  failure  might  not  b 
fault  of  the  FPC  or  of  the  indusl 
but    that    will    not    matter.    When    the 

paddy-wagon  pulls  up   to  die  door, 

not  only  the  gills  and  the  madam  gel 
in.   hut   the  piano  player  too.  ■ 


One  Morning  at  the  Pierre . . . 

Former  Litton  Vice  President  Fred  Sullivan  had  a  talk  years 
ago  with  Litton  Chairman  Tex  Thornton  and  Sea-Land 
Chairman  Ma/com  McLean.  Fortunately,  Walter  Kidde  Chair- 
man Fred  Sullivan  remembered  that  conversation.  .  .  . 


The  wise-money  boys  laughed  when 
Walter  Kidde,  an  aggressive  agglom- 
erate headed  by  Litton  alumnus  Fred 
Sullivan,  merged  last  January  with 
ailing  U.S.  Lines.  Sullivan  had  picked 
a  real  lemon  this  time,  they  said,  and 
one  big  enough  (1968  assets:  $233 
million)  to  spoil  Kidde's  earnings  rise, 
which  had  gone  from  95  cents  a  share 
in  1964  to  $3.11  last  year. 

Poor  Fred,  they  clucked,  had  been 
taken  in  by  that  broker's  buzzword 
"containerization."  Didn't  he  realize 
that  the  heavily  regulated,  aging  U.S. 
merchant  marine  had  been  sick  for 
over  50  years?  That  its  higher  con- 
struction and  operating  costs  had 
thwarted  the  best  efforts  of  men  like 
W.  Averell  Harriman  and  J.  P.  Mor- 
gan (whose  defunct  International 
Mercantile  Marine  was  the  parent  of 
U.S.  Lines)?  That  U.S.  ships  carry 
only  6%  of  U.S.  ocean-borne  business 
vs.  45%  two  decades  ago? 

As  for  U.S.  Lines,  had  he  over- 
looked its  extremely  tardy  conversion 
to  containerships,  which  had  let  com- 
peting Sea-Land  (now  a  division  of 
R.  J.  Reynolds)  steal  its  most  profit- 
able business  for  nearly  a  decade? 
How  could  he  ignore  the  fact  that 
U.S.  Lines'  earnings  had  been  trend- 
ing sharply  downward  for  over  a 
decade?  That  just  one  of  its  ships,  the 
S.S.  United  States,  loses  over  $4  mil- 
lion a  year  after  subsidy?  That  the 
line  has  shown  an  operating  loss  for 
two  of  the  past  four  years?  And  Kidde 
claimed  to  be  interested  only  in  com- 
panies that  were  growing  faster  than 
the  GNP!  Poor  Fred! 

Fred  Sullivan  is  a  quiet,  shy  man 
who  blushes  easily — not  at  all  the 
type  one  would  expect  to  be  heading 
an   agglomerate   that   has   made  over 


60  acquisitions  in  the  past  five  years. 
He.  let  them  laugh  as  Kiddie  stock 
slid  from  84  in  early  1968  to  a  low  of 
34  this  past  summer.  But  he  hoped  he 
would  have  the  last  laugh. 

Turnabout 

Early  last  month  Fred  Sullivan  got 
a  chance  to  chuckle.  Sea-Land,  it  was 
announced,  was  negotiating  to  lease 
U.S.  Lines'  entire  16-ship  container 
fleet  for  the  next  20  years  at  $10,500 
a  day  per  ship  with  a  purchase  option 
in  1990.  U.S.  Lines  would  continue  to 
operate  the  ships  under  the  "wet  lease" 
arrangement,  but  would  pass  on  any 
increases  in  wage  and  fuel  costs  to 
Sea-Land. 

The  deal  must  still  be  approved  by 
the  Maritime  Commission,  and  stiff 
opposition  is  expected  from  such  com- 
peting lines  as  American  Export- 
Isbrandtsen,  Seatrain  and  Moore-Mc- 
Cormack.  If  it  does  go  through,  how- 
ever (and  U.  S.  Lines  President  Dr. 
John  McMullen  expects  approval  by 
the  year's  end),  Kidde  would  get  a 
guaranteed  pretax  income  of  $8  mil- 
lion to  $14  million  and  cash  flow  of 
$22  million  to  $25  million  a  year.  Sul- 
livan also  hints  that  the  S.S.  United 
States  may  be  retired  at  this  year's 
end  when  her  subsidy  runs  out,  and 
the  remaining  14  "break-bulk"  freight- 
ers leased  out  probably  to  the  mili- 
tary, or  put  into  "tramp"  service. 

For  Sea-Land,  which  has  probably 
the  best-run  containership  operation 
afloat,  the  benefits  are  obvious:  U.S. 
Lines'  containerships  are  the  biggest, 
fastest  and  newest  in  operation,  and 
will  be  for  the  next  three  years  until 
a  new  generation  of  containerships 
comes  off  the  ways.  Since  U.S.  Lines 
already    carries    an    estimated    two- 


Busy  Boxes:  U.S.  Lines  replaced  24  "break-bulk"  freighters  with  eight 
containerships,   which    can    carry    more    cargo   with    a   third   or    the    crew. 


Sullivan   of   Kidde 

thirds  of  all  North  Atlantic  container 
cargo,  it  would  get  an  important  lead 
in  that  profitable  business.  These 
ships  have  a  break-even  load  factor  of 
about  39%,  and  since  July  have  been 
operating  between  50%  and  70%  full. 
For  antitrust  reasons,  Sea-Land  could 
hardly  acquire  U.S.  Lines;  and  while 
the  rental  cost  may  be  high,  it  is  lower 
than  the  cost  of  building  a  comparable 
fleet.  Besides,  renting  makes  the  ships 
available  at  least  three  years  sooner. 

What's  in  it  for  Kidde?  "I  guess  it 
gets  back  to  that  famous  risk-and- 
reward  business  where  the  bigger  the 
reward,  the  bigger  the  risk,"  replies 
Sullivan,  explaining  why  he  took  Sea- 
Land  as  a  partner.  "This  is  a  way  of 
probably  cutting  some  of  the  reward 
but  also  tutting  some  of  the  risk.  It 
also  gives  us  an  assured  income  that 
will  provide  other  opportunities  for 
expanding  in  the  leasing  and  charter- 
ing field,  not  necessarily  limited  to 
the  maritime  industry." 

And  what  if  the  deal  doesn't  get 
the  approval  of  the  Maritime  Commis- 
sion? "U.S.  Lines  is  a  very  popular 
property  in  the  industry,"  says  Sulli- 
van. "Lots  of  people  have  talked  about 
possible  combinations.  And  we  might 
elect  to  go  the  sales  route — that  is, 
sell  the  company."  The  feeling  at 
Walter  Kidde  today  is  that  because 
of  the  containerships,  U.S.  Lines 
would  bring  at  least  $50  million  more 
than  the  $100  million  in  cash  and 
stock  that  Kidde  paid  for  it. 

Timing,  as  usual,  is  at  the  heart  of 
the  transaction.  U.S.  Lines  originally 
ordered  these  ships  as  traditional 
break-bulk   cargo   ships.   Only  a  few 


people,  among  them  U.S.  Freight, 
Waterman  Industries  and  friends  of 
Walter  Kidde,  noticed  that  in  late 
1966  these  contracts  were  changed 
to  containership  specifications.  In 
December,  1967,  Walter  Kidde  began 
investing  in  U.S.  Lines.  When  Kidde's 
1968  tender  offer  finally  won  out  over 
U.S.  Freight  and  Waterman,  not  one 
containership  had  yet  been  delivered. 
What  Kidde  also  saw  was  that  if 
U.S.  Lines  would  only  make  use  of  its 
untapped  financial  resources,  it  could 
foot  the  bill  for  this  new  equipment 
(roughly  §105  million  net  of  govern- 
ment subsidy)  without  new  capital. 
And  Fred  Sullivan  was  astute  enough 
to  install  as  president  an  experienced 
naval  architect,  Dr.  John  McMullen, 
who  could  get  the  job  done. 

/  Remember  .  .  . 

To  hear  Fred  Sullivan  describe  it, 
there  was  nothing  special  about  the 
deal:  He  just  listened  to  the  experts: 
"I  guess  I  got  my  first  exposure  to 
containerization  back  in  1964,  one  of 
the  last  days  that  I  worked  for  Lit- 


ton," he  recalls.  "I  was  sitting  in  the 
Hotel  Pierre  with  Tex  Thornton  of 
Litton  and  Malcom  McLean  of  Sea- 
Land.  That  conversation  went  on  all 
morning,  and  mostly  it  was  about 
how  Litton  was  going  to  convert  and 
lease  containerships  to  Sea-Land." 

A  few  years  later,  in  a  conversation 
with  his  old  friend  McMullen,  he 
thought  he  saw  his  opportunity.  Mc- 
Mullen had  invested  heavily  in  every 
shipping  line  that  was  moving  into 
containerization.  Says  Sullivan:  "Mc- 
Mullen and  I  were  in  a  Wall  Street 
office  talking  about  an  entirely  dif- 
ferent investment  possibility  for  Walter 
Kidde,  and  we  came  to  the  conclusion 
that  containerized  distribution  was 
one  of  the  last  frontiers  offering  the 
possibility  of  a  quantum  jump  in 
efficiency.  As  a  kind  of  hitchhiker  to 
that  conversation  the  subject  of  U.  S. 
Lines  came  up." 

And  of  course  Sullivan  has  a  point: 
Good  investment  ideas  may  sometimes 
not  be  too -Shard  to  come  by.  But  the 
deftness  of  the  execution  is  something 
else  again.  ■ 


r 


MCMULLEN'S  HORNPIPE 


Although  Dr.  John  McMullen  is 
independently  wealthy  (for  ex- 
ample, he  owned  102,000  shares  of 
U.S.  Lines),  an  Annapolis  graduate 
(class  of  '40)  with  a  Ph.D  in  me- 
chanical engineering,  and  boasts 
years  of  successful  shipbuilding  ex- 
perience, he  talks  more  like  a  gruff 
old  sea  captain  out  of  Joseph  Con- 
rad. "The  previous  management  [of 
U.S.  Lines]  just  wouldn't  face  re- 
ality," he  growls.  "They  watched 
Sea-Land  converting  to  container- 
ships  for  ten  years.  They  let  Sea- 
Land  take  all  of  their  prime  cargo 
away  with  old  World  War  II  ships. 
And  when  they  did  get  into  con- 
tainerization they  didn't  understand 
the  concept  of  marketing  the  sys- 
tem. They  were  just  traditional 
steamship  operators.  You  had  a 
ship  at  a  pier  and  it  went  to  an- 
other pier  someplace  and  that  was 
it.  And  they  were  extremely  con- 
servative. None  of  their  container- 
ships  was  mortgaged." 

McMullen's  first  job  on  taking 
charge  at  U.S.  Lines  was  to  get 
those  containerships  built  and  paid 
for  as  fast  as  possible.  Says  he: 
"The  only  reason  we  got  authority 
[from  the  Maritime  Commission] 
to  go  ahead  with  conversion  to  con- 
tainerization was  that  we  saw 
where  we  could  get  a  quid  pro 
quo.  We  noticed  that  Farrell  Lines 
was  operating  old  World  War  II 
C-2s  on  its  Australian  run  and  that 


they  had  a  replacement  obligation 
coming  due  in  the  next  three  to 
four  years.  We'fliad  just  built  five 
new  break-bulk  ships  designed 
specifically  for  that  service.  We  then 
approached  Farrell  and  persuaded 
him  to  take  an  option  to  buy  these 
ships. 

"Then  we  went  to  the  Maritime 
Administration  and  said,  'Look,  we 
think  we  have  a  reasonable  busi- 
ness proposition  for  you.  If  we  sell 
these  ships  to  Farrell,  that  will 
fulfill  their  replacement  obligation 
which  comes  due  in  about  three  or 
four  years.  You're  obligated  under 
your  contract  with  them  to  subsidize 
his  replacement  program.  Now  the 
average  cost  of  those  ships  is  going 
to  be  maybe  $25  million.  By  selling 
him  these  ships  we  have  saved  you 
$60  million,  your  portion  of  the 
construction  cost  of  those  ships. 
In  addition  we're  saving  you  the 
subsidy  money  for  an  uneconomical 
service  in  the  intervening  period.' 
So  they  agreed  with  us. 

"Then  we  said:  'OK.  Will  you 
approve  our  application  to  convert 
our  Mariner  ships  to  containeriza- 
tion?' And  they  agreed.  As  a  result, 
our  eight  conversions  and  our  two 
new  Lancers  are  the  only  new 
merchant  ships  contracted  for  in 
the  U.S.  this  year."  Such  nimble 
footwork  hasn't  been  seen  around 
U.S.  Lines'  headquarters  on  lower 
Broadway  for  quite  a  while. 
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Two  Steps  Forward.  . . 

When  does  a  good  year  look  like  a  bad  one? 
When  your  company's  stock  is  out  of  fashion. 


"We're  in  a  cyclical  business,"  says 
Walter  E.  Schirmer,  the  astute  chair- 
man and  president  of  Clark  Equip- 
ment Co.  "We  figure  two  good  years 
and  then  one  bad  year."  The  trouble 
is  that  the  market  is  treating  1969  as 
one  of  the  bad  years,  with  Clark's 
stock  down  from  40  last  winter  to  the 
low  30s,  while  actually  it  is  one  of  the 
good  ones — a  very  good  one  indeed. 
Sales  of  Clark's  major  products 
(forklift  trucks,  automotive  compo- 
nents, tractor  shovels,  etc.)  in  the  first 
nine  months  of  1969  reached  $477 
million  vs.  $388  million  in  the  same 
period  last  year.  Schirmer  thinks  the 
full-year  figure  will  reach  $640  mil- 
lion, up  26%  from  last  year's  $507 
million,  while  per-share  earnings  will 


come  in  at  about  $3.10  vs.  1968's 
$2.45.  Under  the  circumstances,  re- 
turn on  shareholders'  equity  can  hardly 
fail  to  exceed  last  year's  15.9%. 

Why  is  the  stock  down?  "Uncertain- 
ties over  the  future  of  the  interstate 
highway  program,  the  investment  tax 
credit  and  the  surcharge — that's  prob- 
ably it,"  Schirmer  says.  "People  are 
looking  at  the  capital  goods  industry 
as  a  whole  and  not  at  our  record  on 
its  own." 

The  figures  would  seem  to  bear 
Schirmer  out.  Despite  earnings  gains, 
Clark  competitors  like  Caterpillar 
Tractor  and  Hyster  are  also  setting  no 
market  records.  The  same  goes  for 
International  Harvester  (earnings  on 
a   plateau),   Koehring    (earnings  off) 


or  Allis-Chalmers  (recovering  from 
heavy  deficits  in  1968). 

But  if  Schirmer  is  right  about  two 
fat  years  and  one  lean,  then  1970 
should  be  the  downturn  year.  Only 
now  he's  not  so  sure.  After  an  excel- 
lent first  six  months  in  1969,  he  pre- 
dicted some  softening  in  the  second 
half,  then  happily  ate  his  words  as 
order  backlogs  continued  at  the  same 
rate  and  even  rose  somewhat.  "Infla- 
tion-helps the  market  for  labor-saving 
devices,"  he  is  convinced. 

"Construction  machinery  sales  might 
be  off  5%  at  most  next  year,  but  we 
don't  think  the  interstate  highway 
program  will  be  stopped  completely, 
because  it's  a  trust  fund.  And  we're 
banking  on  continued  expansion  of 
supermarkets  and  suburban  develop- 
ments." Automotive  component  sales 
are  good;  so  are  commercial  refrigera- 
tion sales.  As  for  forklift  trucks,  Clark 
remains  No.  One  and  has  a  built-in 
hedge  in  the  form  of  increasing  leas- 


The  Union  Pacific  What? 

At  a  time  when  tight  money  and  poor  earnings 
are  slowing  down  railroad  diversification, 
Union  Pacific  is  moving  full  speed  ahead. 


Edward  H.  Harriman  was  one  of 
the  truly  great  American  businessmen. 
He  turned  the  Union  Pacific  Railway 
from  a  bankrupt  wreck  into  a  price- 
less asset  whose  well-maintained  lines 
to  this  day  provide  one  of  the  great 
transportation  bridges  across  the  U.S. 
He  l)u ill  so  well  physically  and  finan- 
cially thai  his  successors  for  half  a 
century  had  to  be  little  more  than 
coupon-clippers. 

Lately,  however,  UP  management 
has  been  acting  less  like  trustees  and 
more  like  businessmen.  Earlier  this 
year  it  exchanged  its  stock  for  that 
of  the  new  holding  company,  Union 
Pacific  Corp.  Last  month,  for  the  first 
rime  in  years,  UP  made  a  really  major 
move:  For  $240  million,  all  in  cash,  it 
bought  a  major  petroleum  opej 
Champlin  Petroleum  and  Pontiac  Re- 
fining. The  seller  was  Celanese  Corp. 
Celanese  needed  the  money;  l\ 
heavy  debt  load  and  has  suffered 
several  setbacks  in  recent  years. 
Union  Pacific  lias  the  cash  and  the 
credit:  For  example,  at  the  end  ol 
last  year  UP  had  $130  million  in  cash 
reserves.  As  for  credit,  aside 
some  equipment  trust  certificates,  IP 
is  almost  debt  lice.  It  could  borrow 
more  than  $350  million  and  still  not 
exceed  the  railroad  industry's  average 
debt  ratio. 

It  was  a  move  worthy  of  Empire 


32 


Builder  Harriman,  who  had  the  repu- 
tation for  squirreling  away  cash  dur- 
ing good  times  and  using  it  to  buy 
property  when  money  was  tight.  But 
there  was  more  than  bargain-hunting 
involved.  "I've  got  a  simple  goal  for 
our  natural  resources  division,"  says 
Frank  E.  Barnett,  56,  chairman  of 
the  $2.1-billion-assets  holding  com- 
pany. "I  want  it  to  equal  our  rail  in- 
come." That's  a  pretty  tall  order:  UP 
netted  $80  million  on  its  rail  opera- 
tion last  year,  only  $14  million  from 
natural  resources — oil  and  gas  mainly. 
But  the  Champlin-Pontiac  move, 
which,  according  to  some  outside  esti- 
mates, could  add  $15  million  or  more 
to  UP's  net,  is  a  big  step  in  that  direction. 

Barnett  has  been  talking  like  that 
ever  since  he  took  over  2%  years  ago 
as  chief  executive  of  the  U.S.'  richest 
and  most  widely  diversified  railroad 
company.  With  mineral  rights  on 
more  than  7  million  acres  of  land  in 
l he  West,  UP  unquestionably  has  the 
potential  to  do  so. 

In  the  past  month  or  two,  Barnett 
has  made  a  series  ot  major  moves  that 
over  the  next  lew  years  should  get 
i  Pacific's  natural  resource  in- 
come mo\  ing  upwards. 

Besides  the  Champlin-Pontiac  pur- 
chase, he  sold  to  Pan  American  Petro- 
leum, exploration  subsidiary  of  Stan- 
dard Oil  of  Indiana,  the  oil  and  gas 


Barnett  of  Union  Pacific 
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Without  Cat-Like  Tread.  Clark  Equipment  first  established  a  beachhead 
in  the  earth-moving  equipment  field  dominated  by  Caterpillar  by 
introducing     vehicles     with     rubber     tires     instead     of     crawler     treads. 


ing  activity.  The  one  sagging  line, 
Cortez  mobile  homes,  was  discontin- 
ued, and  Brown  Trailer,  a  long-time 
loser  in  the  trailer  and  container 
market,  has  gotten  straightened  out 
to  the  point  that  plant  capacity  is  be- 
ing expanded. 

"Our  original  estimate  that  we'd 
reach  $700  million  in  sales  by  1971 
has  been  moved  up,"  Schirmer  says. 
"We  think  we'll  get  there  by  1970." 
If  it  does,  Clark  will  have  doubled 
its  sales  and  (Schirmer  hopes)  almost 
doubled  its  earnings  for  three  six- 
year  periods  in  a  row. 

His  next  sales  target  is  $1  billion  by 
1973,  mainly  through  internal  growth, 
though  with  some  acquisitions  along 
the  way.  (He  acquired  two  small 
companies  this  year  with  combined 
sales  of  $28  million.)  Given  Clark's 
past  consistency  of  performance,  those 
downturn  years  don't  look  like  slumps; 
they  look  more  like  ratchets  on  a 
good  growth  curve.  ■ 


exploration  rights  to  7  million  acres 
ol  land  in  three  western  states,  re- 
taining  25%  of  the  development  rights 
phis  royalties  on  all  production.  Pan 

American  agreed  to  spend  at  least 
S 15  million  on  exploration  and  pay 
l"P  a  $9-million  cash  fee  over  the 
next  three  years. 

And  finally,  UP  picked  up  a  stake 
in  Alaska's  North  Slope  oil  reserves 
via  a  157  participation  in  six  tracts 
acquired  by  Hamilton  Brothers 
I  FOBBES,  Oct.  I  I  The  cost:  $9  mil- 
lion, also  in  cash. 

The  North  Slope  and  Pan  Ameri- 
can deals  obviously  open  up  new  op- 
portunities for  UP's  already  extensive 
natural  resource  operations,  but  the 
Champlin-Pontiac  acquisitions  repre- 
sent the  culmination  ol  a  long  effort 
to  integrate,  and  so  upgrade  the  re- 
turn on  UP's  32,000-barrel-a-day 
crude  production.  To  keep  its  91,000- 
barrel-a-day  refineries  running  full 
tilt,  Champlin  and  Pontiac  have  had 
to  buy  crude  from  outside  sources, 
and  UP's  production  will  fill  the  gap 
nicely.  Adds  Barnett:  "The  production 
and  marketing  areas  ol  Champlin  and 
Pontiac  in  12  mid-continent  states 
were  a  natural  fit  with  our  own." 

Payoff  Prospect 

These  latest  expansions  of  UP's  al- 
ready extensive  oil  and  gas  opera- 
tions may  be  the  largest  and  most  im- 
portant moves  Barnett  has  made  in 
developing  UP's  natural  resource  po- 
tential, but  they  are  far  from  the  only 
ones.  UP  is  also  looking  for  oil  and 
gas  with  France's  Aquitaine  and 
Murphy   Oil  in   the   Gulf  of  Alaska, 


with  Husky  Oil  in  Alberta  and  Saskat- 
chewan, with  Shell  in  Colorado.  It 
has  tripled  the  output  of  its  big  trona 
mine  in  Wyoming,  in  partnership  with 
Stauffer  Chemical,  and  joined  Cleve- 
land Cliffs  in  developing  a  small  but 
highly  promising  copper  mine  in 
Colorado,  scheduled  for  production 
this  year.  It  is  looking  for  uranium 
with  Newmont  Mining  in  Wyoming; 
it  is  talking  with  various  oil  and 
utility  companies  about  producing 
power  or  gasoline  from  UP's  vast  re- 
serves of  Wyoming  coal;  and  it  is  still 
trying  to  solve  the  metallurgical  prob- 
lems involved  in  developing  its  enor- 
mous iron,  titanium  and  vanadium 
deposits  at  Iron  Mountain,  Wyo. 

"There's  no  way  of  knowing  when 
all  this  will  pay  off,"  Barnett  says, 
"but  it's  much  more  short-term  than 
ten  years.  I  expect  increased  profits 
to  come  with  the  Champlin  and  Pon- 
tiac acquisition  next  January  and  the 
Pan  American  deal  is  such  a  con- 
cent r..  ted  effort  that  I  expect  results 
inside  of  three  years.  But,  according 
to  the  experts,  it  will  be  1972  before 
production  starts  on  the  North  Slope." 

Less  immediately  promising,  but 
possibly  even  more  so  over  the  really 
long  puil.  are  UP's  land  operations, 
which  yielded  around  S6  million  last 
year.  For  UP,  land  is  no  sideline.  In 
the  past  four  years,  it  has  laid  out  no 
less  than  $70  million  on  land  acquisi- 
tion, and,  in  partnership  with  others, 
is  investing  over  $50  million  in  an 
850-acre  Los  Angeles-area  residential 
development,  $11.5  million  in  a  hotel 
in  Las  Vegas.  Barnett  intends  to  keep 
moving  on   such  a   scale.   "Our  land 


division  has  tremendous  potential,"  he 
says,  "if  we  assume  the  gross  national 
product  will  increase  from  its  present 
$850  billion  to  $1,410  billion  in  the 
next  ten  years.  We  know  a  dispropor- 
tionate amount  of  this  increase  will  be 
in  the  West,  and  that  makes  the  po- 
tential in  acquisition  and  development 
of  our  land  very  exciting  indeed." 

What  is  remarkable,  of  course,  is 
that  UP  has  been  able  to  launch  pro- 
grams of  such  magnitude  without  any 
perceptible  strain  on  its  financial  re- 
sources. After  all,  how  many  U.S. 
corporations  of  any  kind  have  the 
ability  to  come  up  with  $240  million 
in  cash  when  an  opportunity  arises? 
Hut,  in  acquiring  Champlin  and  Pon- 
tiac, UP  will  do  so  from  its  own  cash 
resources,  though  concurrently  it  ex- 
pects to  increase  its  equipment  debt. 

Given  the  problems  that  beset  the 
railroad  industry  (Forbes,  Oct.  15), 
caution,  not  expansion,  might  seem 
the  wiser  course.  But  that  wasn't  the 
way  the  UP  was  made  great. 

"We're  going  to  continue  to  expand 
our  nontransportation  activities,"  Bar- 
nett says,  "and  this  expansion  should 
be  discussed  against  the  background  of 
our  continuing  commitment  to  the 
transportation  industry,  especially  rail- 
roads. In  terms  of  dollars  and  cents, 
we  may  have  agreed  to  pay  $240  mil- 
lion for  two  oil  companies,  but  at  the 
same  time  we  had  on  order  $243  mil- 
lion worth  of  rail  equipment  alone. 
Besides  this,  we  have  a  $438-million 
commitment  to  acquire  the  Rock 
Island,  $120  million  of  which  we  will 
get  back  when  we  sell  the  southern 
portion  of  it  to  Southern  Pacific."  ■ 
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The  Grocery  Business 


Maybe  the  stockholders 
should  be 
picketing  instead 


They  have  more  customers  than  any  other  business,  take  in 
more  money  and  occupy  the  very  best  of  retail  locations.  Yet 
the  supermarket  industry  overall  nets  a  penny  on  the  dollar. 
What's  wrong?  And  what  is  the  industry  doing  about  it? 


For  those  who  think  the  supermarket 
industry  is  profiteering,  the  chart  on 
page  44  should  contain  some  sur- 
prises. Last  year  U.S.  grocery  stores 
moved  244  million  tons  of  food 
through  the  checkout  counters  of 
some  226,000  stores  and  took  in  about 
$70  billion  in  revenues.  On  all  this 
volume  the  industry  netted  a  mere 
$700  million,  which  comes  to  about 
a  cent  on  ev<  ry  dollar's  worth  of  food. 
To    be    sure,    food    retailing  a 

relatively  Ions -capital  industry,  which 
turns  inventories  ovei  fast  and  doesn't 
require  much  in  th<  expensive 

equipment.  For  all  this  r,  the 

industrj  netted  onl; 
worth  last  year,  dov  n  f rom   in  t\ 
of  14%  in  the  late  Fift  ies   a<  con 
figures  compiled  bj      ew  York's 
National    City    Hank.    What    is    nunc, 
until  last  year  profitability  had  been 
sliding.  The  nation's  major  food  chains 
— which   account   for  nearly   half  oi 


industry  sales — have  had  to  take  in 
32%  more  dollars  just  to  stay  level  in 
earnings.  Of  the  14  top  food  chains 
half  either  have  shown  modest  earn- 
ings growth  over  the  past  five  years 
or  have  reported  lower  earnings. 

Put  in  still  another  perspective,  one 
retailer,  giant  Sears,  Roebuck,  with 
revenues  last  year  of  $8  billion,  netted 
$418  million  after  taxes,  5  cents  on 
the  sales  dollar.  Thus  Sears  alone 
netted  more  than  the  $335  million 
earned  by  just  the  food  chains. 

Instead  of  apologizing  to  consumers 
for  prices,  perhaps  many  of  the  su- 
permarket companies  should  have 
apologized  to  stockholders.  Their 
slocks  had  been  stock-market  slug- 
gards for  the  past  five  years.  Food 
which  sold  above  40  in  the  early 
Sixties,  and  Great  Atlantic  &  Pacific, 
which  sold  over  60,  both  currently 
sell  at  about  half  those  prices. 

rhere   are   several   notable   excep- 


tions: Lucky  Stores  last  year  netted 
over  37%  on  stockholders'  equity; 
Winn-Dixie,  21%;  Super  Valu,  16%; 
Jewel,  Stop  &  Shop,  and  Kroger,  14% 
— and  several  moderate-size  chains 
like  Pueblo  and  Cook  Coffee  are  also 
prosperous.  These  are  as  profitable  as 
most  companies  in  any  industry  in  re- 
turn on  investment.  But  these  excep- 
tions only  underline  the  sluggish  rec- 
ord of  the  industy  as  a  whole. 

Unfortunately,  for  far  too  long 
many  managements  failed  to  respond 
to  the  changes  in  shopping  patterns 
and  demands  that  arose  in  the  1960s. 
Instead  they  tried  to  meet  customer 
needs  with  the  same  techniques  that 
had  been  successful  for  them  in  the 
1950s. 

All  this  happened  during  an  un- 
precedented economic  boom  and 
while  the  population — and  nearly 
every  American  is  a  grocery  store 
customer — was  increasing  by  more 
than  2  million  people  a  year. 

The  independent  local  supermarket 
chains,  the  voluntary  chains  and  the 
wholesalers  were  bringing  intense 
pressure  to  bear  on  the  big  powerful 
chains.  These  outfits  were  able  to  ob- 
tain all  the  economies  of  scale  and  of 
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volume  purchasing  power  through 
central  buying  offices  and  warehousing 
that  had  always  been  one  of  the  great 
strengths  of  the  chains.  At  the  same 
time,  their  managers  could  set  pric- 
ing policy  and  sales  goals  in  their 
local  area,  thus  effectively  meeting 
chain  store  prices  and  sometimes 
beating  them.  A  number  of  whole- 
salers grew  into  major  organizations, 
like  Wakefem,  Super  Valu  and  the 
Fleming  Co.,  all  with  wholesale  sales 
of.  well  over  $500  million.  These  op- 
erations and  others  like  them  grew 
much  faster  during  the  past  decade, 
as  did  the  food  chains. 

Chicago's  Jewel  Companies'  presi- 
dent, 42-year-old  Donald  S.  Perkins, 
feels  that  some  big  chains,  instead  of 
meeting  the  competition,  only  fell  back 
on  gimmicks.  He  says  one  reason  the 
independents  were  beating  the  chains 
during  the  Sixties  was  that  the  inde- 
pendents concentrated  on  being  price 
competitive  while  the  chains  fought 
back  with  frills  like  stamps,  games 
and  services.  Says  he:  "The  chains 
had  grown  psychologically  dependent 
on  promotions  like  stamps  and  they 
used  it  too  long  as  a  crutch." 

In  a  way,  the  chains  were  spoiled 


during  the  1950s  when  new  stores 
in  shopping  centers  and  in  the  sub- 
urbs usually  went  into  the  black  with- 
in a  year  after  opening  and  were 
showing  investment  returns  of  30% 
pretax  by  the  third  year.  In  the  1960s 
the  business  was  getting  saturated — 
new  stores  competed  increasingly  with 
old  ones  and  the  payoff  was  both 
slower  and  lower. 

As  William  Applebaum,  food  con- 
sultant and  professor  emeritus  at 
Harvard's  Graduate  School  of  Busi- 
ness, explains  it,  the  industry  served 
the  nearly  55  million  additional  peo- 
ple (born  between  1946  and  1966, 
many  of  whom  had  moved  to  the  sub- 
urbs ) ,  with  big  new  stores,  an  average 
of  2,000  new  stores  annually.  This  left 
none  of  the  growth  for  established 
stores.  Since  the  mid-Fifties,  the  aver- 
age new  supermarket  has  had  a  con- 
tinuously narrowing  trading  popula- 
tion on  which  to  draw. 

Finally,  the  smaller  chains  grew 
through  mergers  at  the  expense  of  the 
larger  ones.  In  the  Sixties,  the  FTC 
clamped  down  hard  on  big-company 
food  retailing  acquisitions. 

From  being  a  growth  industry  with 
price/earnings  ratios  of  20  and  better, 


grocery  chains  deteriorated  into  an 
industry  with  substandard  P/Es  of  10 
to  15.  Beneath  this  stagnant  surface, 
however,  a  great  deal  of  change  has 
been  taking  place.  Today  there  arc- 
many  signs  that  the  industry — or  at 
least  the  better  managements  in  it — 
is  waking  up  to  the  unique  opportu- 
nity available  to  a  business  that  has 
50  million  customers,  more  than  any 
other  single  industry,  and  that  takes  in 
more  money  than  any  other. 

For  one  thing,  the  industry  has 
begun  slowing  its  new-store  expansion. 
After  years  of  adding  better  than  10% 
and  more  in  stores  each  year,  the 
supermarketers  are  currently  adding 
stores  at  a  rate  of  only  7%.  Increas- 
ingly, they  are  putting  their  expansion 
money  into  remodeling  existing  stores, 
according  to  the  Supermarket  In- 
stitute's 1968  annual  report. 

The  supermarkets  are  increasingly 
using  their  money,  their  big  volume 
of  traffic  and  their  prime  locations  to 
sell  more  types  of  merchandise.  The 
food  industry  has  found  itself  cap- 
turing a  smaller  and  smaller  share  of 
consumers'  disposable  dollars.  In  little 
more  than  20  years,  as  a  result  of 
soaring  incomes  and  the  fact  that 
people  can  eat  just  so  much,  food's 
share  has  fallen  from  26%  to  16.8%  of 
disposable   consumer   expenditures. 

Discounting  In,   Stamps  Out 

The  most  obvious  step,  which  most 
chains  have  already  taken,  is  to  sell 
more  nonfood  and  convenience  food 
items.  These  take  up  modest  amounts 
of  space  while  at  the  same  time  bring- 
ing in  more  dollars  of  sales  and  profits 
per  square  foot.  A  bottle  of  mouth 
wash  takes  up  less  room  on  the  shelf 
than  sugar  or  a  box  of  soap.  Yet 
the  mouthwash  brings  in  more  dollars 
and  higher  margins.  As  a  result,  to- 
day's typical  supermarket  carries  some 
8,000  items  vs.  6,800  five  years  ago, 
up  12%.  Better  yet,  the  average  new- 
supermarket  transaction  has  soared 
from  $4.50  to  $6.24  in  five  years— 
with  price  increases  accounting  for 
only  one-third  of  the  gain. 

In  merchandising  groceries,  the 
chains  are  getting  back  to  essentials. 
Discounting  is  in.  Stamps  are  out. 
Price  promotion  currently  seems  to 
build  traffic  better  than  stamps  and 
games  in  the  supermarket  volum 
production  sweepstakes.  Grocen 
trade  sources  figure  that  some  35'. 
of  the  supermarkets  have  converted  to 
so-called  "discount  merchandising," 
or  some  modified  form  of  it,  to  date. 
vs.  less  than  10%  little  more  than 
three-and-a-half  years  ago. 

Conversely,     the    use    of    trading 
stamps  has  declined  from  a  peak  ol 
of  the  stores  in  1963  to  just  over 
today.    Furthermore,    studies    by 
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Liquor,      records,      flowers,      books, 
pantyhose,  film  and  just  about 
anything  else  you  can  think 
of  finds   its  way   in- 
creasingly    into     to- 
day's    bigger      and 
bigger  supermarkets. 
Last  year  such  sales 
totaled  $4.3  billion, 
Sk       60%  of  it  com- 
ing  from 
health  & 
C%$^b  beauty 

aids. 


A.C.  Neilsen  and  others  indicate  the 
use  oi  may   fall  substantially 

further  by  the  mid-Seventies. 
Loss  Leaders 

"Discounting"  is  a  great  promo- 
tional word  for  a  period  of  intense 
inflation.     It    is    jusl  atch 

phrase.  What  does  it  mean?  The  gen- 
erally accepted  explanation,  alt 
by  no  means  a  universal  one,  is 
thing  like  this. 

It  is  a  surprising  thing  i 
fluent  society:  The  housewife  who 
will  spend  $100  for  a  dies.-  and  urge 
her  husband  to  take  her  out 
$25  dinner  counts  her  pennies  as 
closely  as  ever  when  she  shops  foi 
groceries  (see  box,  p.  49).  So,  the 
supermarkets  have  discovered  "dis- 
counting." What  this  involves  is  run- 
ning an    unusually    large    number   ol 


loss  leaders  on  well-known  items  to 
get  the  shopper  into  the  store;  once  in 
the  store,  it  will  get  the  rest  of  her 
business,  and  it  hopes,  sell  her  a  few 
impulse  items  as  well.  Discount  opera- 
tors in  the  early  Sixties,  like  Kor- 
vette,  Interstate,  Allan's  and  Kresge, 
leased  their  food  operations  to  estab- 
lished supermarketers  and  insisted 
they  discount  their  prices  as  well. 
The  low  pricing  brought  in  much 
larger  volume,  in  many  cases  enough 
to  more  than  make  up  for  the  partial 
price-paring. 

A  few  chains  experimented,  under 
masked  name  signs  like  Alpha  Beta 
I  tone),  Pantry  Pride  (Food  Fair), 
and  Big  Boy  (First  National  Stores), 
with  their  own  free-standing  discount- 
ing stores.  By  and  large  these  turned 
out  to  be  successful. 

Inflation-consciousness  has  helped 
this    trend.    The    chains    had    largely 


been  competing  with  stamps  and  no 
getting  anywhere.  By  mid- 1966  house 
wives  were  getting  angry  at  risinj 
food  costs  and  beginning  to  boycott 
Discounting  increasingly  looked  like  i 
way  out  to  more  and  more  chains 
Often  the  third  or  fourth  compan; 
in  a  saturated  market  moved  to  dis 
counting  out  of  desperation  and  man 
aged  to  benefit  at  the  expense  o 
giants  like  A&P,  Safeway,  Kroger  an< 
National  Tea. 

First,  according  to  David  A.  Light 
hall,  editor  of  Chain  Store  Age,  "th 
discounter  drops  frills  like  stamps  an< 
games.  Then  he  drops  shelf  price 
throughout  the  grocery  department  b; 
4%  to  5%."  He  may  also  cut  the  hum 
ber  of  items  he  carries  to  perhap 
6,500  from  the  normal  8,000.  Often 
too,  he  shortens  trading  hours  to  kee] 
down  labor  costs.  Generally,  the  lowe 
prices  prove  a  potent  appeal.  Say 
Lighthall:  "This  enables  a  store  t 
greatly  expand  its  trading  area  fron 
1.5  miles  to  as  much  as  four  to  fivt 
miles  out.  The  store  puts  on  a  blit: 
advertising  campaign  promoting  th 
low  prices  for  months  on  end. 

"Profits  decline,"  Lighthall  con 
tinues,  "because  instead  of  a  tradi 
tional  20%  to  21%  gross  margin  th 
discounter  gets  only  15%  to  17%.  Thi 
lasts  for  some  seven  to  nine  month 
until  volume  expands  significant! 
above  older  levels.  You  then  multipl 
your  sales  per  labor  hour  by  as  muc 
as  three  to  four  times,  which  enable 
you  to  increase  net  income  even  i 
the  lowered  margins." 

So  far  it  has  usually   worked,  a 
though  it  is  getting  harder  as  moi 
and  more  stores  convert  to  discoun 
ing.    Naturally,   it  was   the   mediun 
size  chains  that  moved  first.  Some  i 
the  early  chain  converts  were  Lucl 
Stores,   Jewel,    Marsh,    Stop   &   She 
and    Detroit's    Allied    Supermarket 
Then    larger    chains    like   Food    Fa* 
(whose  Chairman  Louis  Stein  clair 
well  over  60%  conversion  to  discour 
ing),   Acme,   Kroger   and,   last   yet 
Safeway  started  discounting.  Bringh 
up  the  rear,  as  usual,  was  A&P.  Tl 
year,      however,      the      109-year-o 
grandma,  under  a  new  decentraliz 
management  team,  is  converting  cc 
ventional  stores  and  building  new 
Mart   discount  stores.   The  latter  i 
similar    to    Kresge   type   K   Marts, 
is  rumored  that  A&P  hopes  to  ha 
1,000  discount  groceries  by  late  19' 

There  are,  of  course,  holdouts, 
eluding  Grand  Union,  southern-baf 
Winn-Dixie  and  a  few  others  that, 
cept  under  specific  marketing  circu  \  i 
stances,  refuse  to  join  the  parade.  Bi !  i 
companies  still  use  stamps  in  nea  ' 
three-fourths  of  then  stores.  For    ' 
present,  at  least,  they  feel  they  <  \ 
(Continued  on  page  41) 
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COPPER.  ALUMINUM   £=± 
AND  ALLOY  PRODUCTS   1-7 


Minneapolis  and  St.  Paul... 
a  Phelps  Dodge  double  feature. 


The  Twin  Cities  ...  a  symphony  of  lakes,  river 
bluffs,  park-like  suburbs  and  glittering  downtowns 
.  .  .  the  commercial  and  cultural  hub  of  the  upper 
Midwest.  Both  are  Phelps  Dodge  cities.  You'll  find 
our  handiwork  everywhere. 

Ride  on  1-94  and  1-494,  the  expressways  cir- 
cling the  cities,  and  Phelps  Dodge  combined  duct 
lighting  cable  follows  alongside.  You'll  find  our 
building  wire,  copper  plumbing  tubing,  aluminum 
conduits,  buried  power  and  telephone  cables  used 
in  the  surrounding  suburbs.  Manufacturers  of  elec- 
trical motors,  generators,  relays,  radio  coils,  and 


other  electrical  and  electronic  components  are  big 
users  of  PD  magnet  wire.  Electrical  power,  the 
muscles  of  modern  man,  travels  everywhere  on 
Phelps  Dodge  high  and  low  voltage  power  cables 
...  on  our  15-kv  express  feeders  and  600- volt  sec- 
ondary distribution  lines.  Our  copper,  aluminum 
and  alloy  rods,  bars  and  shapes  are  favorites  of 
Twin  Cities  equipment  manufacturers. 

We  specialize  in  copper,  aluminum  and  alloy 
products  .  .  .  especially  those  conducting  electricity, 
liquids,  gases,  and  heat  .  .  .  the  essential  conduc- 
tors of  modern  life. 
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If  s  a  pleasure 
to  do  business 
with. 


Pleasure?  From  a  fleet  car??  Such  thinking 
verges  on  heresy.  The  orthodox  position  on  fleet  cars  has 
always  had  a  more  practical  ring  to  it. .  .SAVE  MONEY! 
Which  is  why  the  orthodox  fleet  car  has  always  represented 
the  thumping  victory  of  common  sense  over  aesthetics, 
luxury,  fun,  etc.,  etc. 

Enter,  the  unorthodox  fleet  car:  Pontiac's 
1970  LeMans  Sport.  It  looks  nothing  like  a  fleet  car. 
And  to  anyone  who  works  behind  the  wheel,  that's 
worth  an  executive's  vacation. 

Beyond  that,  LeMans  Sport  is  fun  to  drive. 
It's  a  Pontiac,  isn't  it?  Wide-Track  stance,  sure-footed 
handling,  cockpit-like  interior. 

Which  is  fun,  and  all  that.  But  LeMans  Sport 
still  manages  to  be  a  supremely  practical  car.         /5-^^s&. 
It  has  low  initial  cost,  remarkably  low  operational  ^ 
cost,  and  Pontiac's  traditionally  high  resale. 

The  1970  LeMans  Sport.  Like  we 
said ...  a  pleasure  to  do  business  with. 
This  is  the  way  fleet  cars  are 
going  to  be. 


Pontiac's  new  LeMans  Sport 


We  take  the  fun  of  driving  seriously. 


Ponttac  Motor  Division 
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"Plough  deep  while  sluggards  sleep" 


Bon|nmln  Frnnklln 

Maxim  prolixod  to  Poor  Richard's  Almanac  (1757) 


The  Ben  Fianklin  is  .'.  deep-diving 
submar  i no- laboratory.  Owned  by 
Grumman  Aerospace  Corpoiation. 
it  is  the  largest  privately-owned 
underwatei  research  vehicle  in  the 
world.  One  of  its  projects,  among 
.  that  were  begun  last  July,  is 
to  gathoi  now  data  on  corrosion 
and  marine  foulir 

Cot  costs  companies 

and  individuals  over  $10.  billion  every 
year,  foi  repla  ol  things  rang- 

ing from  bi  ie  nes  to  gut- 


tois  and  downspouts.  t\en  a  slight 
reduction  in  that  cost  would  go  a 
long  way  towaid  making  life  easier 
for  everyone. 

This  is  where  Koppers  dives  in. 
One  of  our  businesses  is  to  protect 
metal  from  corrosion,  and  we  make 
the  most  complete  line  of  protective 
coatings  available.  We  supply  coal 
tar,  epoxy,  epoxy  ester,  emulsion, 
phenolic,  alkyd,  vinyl,  chlorinated 
rubber  and  zinc  rich  coatings.  And 
when  protective  coatings  can't  cope 


with  a  specific  corrosion  problem, 
we  have  some  other  answers.  We 
supply  super  woods  that  stand  up 
better  than  metal  in  some  applica- 
tions. We  also  make  fiber  glass  re- 
inforced plastics  that  are  strong, 
lightweight,  and  highly  resistant  to 
corrosive  attack. 

Wondering  how  the  Ben  Franklin 
is  protected?  It  wears  a  vinyl  protec- 
tive coating  from  Koppers.  For  infor- 
mation, write  Koppers  Company,  Inc., 
Pittsburgh.  Pa.  15219. 


Chtmicils  md  Coatings      A  ;iitectural  and  Construction  Materials      Plastics     Engineered  Products      Environmental  Systems      Engineering  and  Construction 


(Continued  from  page  36) 
give  a  combination  of  "soft  discount- 
ing" and  stamps.  Says  GU's  President 
Charles  G.  Rodman,  "I  don't  think 
those  so-called  discount  stores  can  fool 
customers  for  long.  They  spend  more 
money  on  promotion  than  we  do  with 
stumps.  Sooner  or  later  they  begin 
inching  prices  back  up." 

What  could  happen  in  a  few  years 
is  that  with  an  expected  50%  or  more  of 
supermarkets  discounting,  major  seg- 
ments of  the  industry  will  again  find 
themselves  fighting  for  a  volume 
that  just  won't  be  there.  That's  just 
what  happened  in  the  mid-Sixties 
with  trading  stamps.  At  the  peak  of 
the  craze  about  78%  of  the  industry 
was  giving  out  stamps  and  double 
stamps,  costing  them  and  the  con- 
sumer some  $680  million. 

But  the  effect  of  discounting  may 
be  different.  It  may  not  hurt  every- 
one alike — as  stamps  ultimately  did. 
If  discounting  intensifies,  it  could  ac- 
celerate the  demise  of  the  non- 
affiliated independents  and  smaller 
superettes.  In  discounting,  size  is  a 
much  more  crucial  factor  because 
profits  accrue  only  through  big  ad- 
ditions to  volume.  "To  play  the  dis- 
count game,"  says  Ha.-vard  Professor 
William  Applebaum,  "you  have  to 
have  bigger  and  bigger  stores."  One 
chain,  Stop  &  Shop,  is  now  building 
cl  discount  stores  that  are  ex- 
pected to  gross  $10  million  each  an- 
nually. Average  chain  store  volume 
today:  $1.7  million.  As  the  trend 
toward  giant  stores  continues — Ap- 
plebaum calls  them  "fourth-genera- 
tion supers" — they  will  more  and  more 
resemble  department  stores  with  su- 
permarkets inside  them.  And  as 
Jewel's  Donald  Perkins  puts  it:  "We're 
moving  back  toward  the  general  store 
concept  in  retailing.  Food  and  mer- 
chandise   are   back    under  one    roof." 

There  is  only  so  much  space.  Thus 
much  of  the  diversification  has  been 
outside  the  supermarket.  Among  the 
leaders  are  companies  like  the  West 
Coast's  Lucky  Stores  with  some  18% 
of  its  $1  billion  in  sales  coming  from 
nonfood  items,  according  to  Chairman 
Gerald  A.  Awes.  Awes  has  taken 
Lucky  as  far  afield  into  general  mer- 
chandising as  any  in  the  food  industry. 
Lucky  now  sells  everything  from  re- 
frigerators to  jewelry  and  sporting 
goods.  Lucky  bought  into  the  GEM- 
CO  membership  discount  department 
stores  in  the  early  1960s  when  it 
had  only  one  store.  Now  it  has  18  of 
them,  and  also  owns  34  May  Drug 
Stores,  about  54  Arden's  ready-to- 
wear  ladies'  apparel  stores  and  Brody's 
children's  wear  stores. 

While  Lucky  is  somewhat  atypical, 
it  illustrates  the  direction  a  growing 
number   of   chains    have   taken.    The 


GROCERS:  BIG  VOLUME-SMALL  RETURN 

SALES-$  BILLIONS 

The  grocery  business  is  the  biggest  in  the  U.S.A.  in  terms  of  sales  volume. 


NET  PROFITS-$  BILLIONS 

but  when  it  comes  to  net  profits  the  grocery  business  is  a  pygmy 


%  RETURN  ON  NET  WORTH 

.  .  .  profits  are  low  in  relation  to  volume;  return  on  net  worth  last  year  was 
below  the  average  of  all  industries  .  .  . 


MARKET  VALUES-S  BILLIONS 

...market  values  accorded  grocery  chains  are 
compared  to  most  industries. 


5  COMPANIES  3  COMPANIES  5  COMPANIES  25  COMPANIES 

$34  BILLION  SALES       $44  BILLION  SALES      $17  BILLION  SALES      $28  BILLION  SALES 
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r/iin  profif  margins,  averaging  1.02%  on  the  sales  dollar,  have  depressed 
supermarket  stocks  to  the  point  where  most  of  them  sell  at  below-average 
price/ earnings  ratios  and  at  relatively  high  yields.  Below  is  financial  data 
on  14  leading  chains. 


Company 

Debt  To 
Capital 
Ratio 

Indicated 
Dividend 

Latest  12 

Months 

Earnings 

Per  Share 

Price  Range 
196569 

Yield 

Price/ 

Earnings 

Ratio 

Recent 

Price 

Great  A&P 

o% 

$1.30 

$1.96 

45-25 

4.6% 

14 

28% 

Safeway 

7.3 

1.10 

2.12 

4221 

4.1 

13 

27% 

Kroger 

9.9 

1.30 

2.89 

4320 

3.3 

13 

38% 

Food   Fair 

39.0 

0.90 

1.63 

28-14 

3.9 

14 

23>/4 

Acme  Markets 

8.6 

2.00 

3.36 

62-31 

4.8 

12 

41'/2 

Jewel   Companies 

37.5 

1.50 

3.22 

5625 

2.8 

16 

53 

Winn-Dixie  Stores 

2.4 

1.62 

2.11 

44  28 

4.6 

17 

35 

National  Tea 

32.0 

0.80 

1.06 

19  13 

6.0 

13 

I3y4 

Lucky  Stores 

60.5 

0.80 

1.69 

5615 

2.5 

19 

31% 

Grand   Union 

5.2 

0.80 

2.15 

32-15 

2.8 

13 

28% 

Allied  Supermarkets 

69.4 

0.60 

0.44 

24  11 

3.8 

36 

15% 

Super  Valu  Stores 

23.1 

1.10 

2.25 

50-25 

4.0 

12 

27% 

Stop  &  Shop 

56.4 

0.90 

2.27 

38-15 

3.1 

13 

28% 

First  National  Stores 

4.1 

0.75 

1.18 

51-22 

2.1 

31 

36% 

One  way  out  of  low  margins  are  innovations  like  the  automatic  grocery 
store    next   to   a   supermarket   where    you    can    get    basic    foods    anytime. 


DAIRY  -MEEDS  -  OLEO 

-r 


IK     -    P  I  K     ; 

E*S*  KIH  MMTS  M1A»  WMT-II*  ""■•"' 


I — ! 


«*a 


n 


...  -la.  I 


Chicago-headquartered  Jewel  Com- 
panies had  nearly  24%  of  its  $1.3-bil- 
lion  revenues  last  year  coming  from 
general  merchandise  sales,  according 
to  President  Donald  Perkins.  Says 
Perkins*  "We  are  not  a  food  chain 
hut  a  diversified  retailer."  And  di- 
versified they  are,  having  such  varied 
operation's  as  Osco  Drug,  acquired 
in  1961;  Turn-Style  Family  Centers, 
which  [ewel  developed  in  the  early 
Sixties;  franchising,  through  its  White 
Hen  Pantry  operations;  and  now  dry 
cleaning  and    take-out   food. 

Another  that  has  diversified  into 
drugs  and  general  merchandising  is 
Boston's  Stop  &  Shop,  through  its 
Bradlees  discount  operations,  which 
provide  an  estimated  $150  million 
in  annual  sales  volume  out  of  total 
Stop  &  Shop  volume  of  nearly 
$700  million.  Kroger  Co.  has  quietly 
built  up  its  own  drug  and  general 
merchandise  operations  from  within. 
In  eight  years  Kroger  has  built  more 
than  350  drugstores  (Sav-On  Drugs 
and  SupeRx)  with  sales  in  excess  of 
$220  million.  All  told,  some  15%  of 
Kroger's  $3-billion-plus  volume  comes 
from  non foods. 

Of  course,  a  good  deal  of  this  di- 
versification is  not  very  new.  In  the 
late  Fifties  $I-billion  (revenues)  Grand 
I'n ion  moved  into  Grand  Way  Dis- 
count operations  and  in  1961  Food 
Fair  bought  a  soft-goods  merchand- 
iser, J.M.  Fields,  experimenting  with 
satellite  genera]  merchandising  units. 
These  operations  were  in  the  red  as 
often  as  not;  and  even  when  profit- 
able, the  investment  returns  on  them 
wire  well  below  that  of  the  grocer) 
operations.  This  discouraged  some  di- 
versification, but  Rome  wasn't  built  in 
a  day. 

Says  Food  Fair  Chairman  Louis 
Stein:  "I  feel  we  have  gotten  our 
problems  behind  US  now,  and  we  now 
have  an  experienced  management 
team  to  enable  J.M.  Fields  to  grow 
rapidly  and  more  profitably."  Stein  is 
allocating  several  million  dollars  over 
the  next  five  years  for  a  major  expan- 
sion of  field's  units  that  will  double 
volume  to  around  $400  million. 

Grand  Union,  an  Fast  Coast  re- 
gional, late  last  year  shilted  its  basic 
approach  to  its  Grand  Way  discount 
operation  tor  the  third  time  in  nine 
years,  Last  year  President  Hodman 
shifted  its  emphasis  to  high-volume 
soft  goods  that  can  be  sold  at  lower 
cost.  It  will  be  largelj  self-service 
with  few  trills.  Prior  to  that  Grand 
Waj  had  moved  away  from  hard 
goods  and  moved  into  higher-fashion 
merchandise     with     big     variety.     Hut 

Grand  Waj  just  couldn't  get  fast 
enough  turnover  to  cope  with  the 
high  overhead  costs.  Nor  could  it 
create     a     successful     fashion     image. 
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1908 

Michelin  invented  the  dual 
truck  tire  for  heavier  loads. 
Today,  the  Michelin  X  Radial 
ZZ  type  \z  specially  designed 
for  trucks  and  buses! 

Radial  one-ply,  steel-cord  carcass.  Important  fuel  economy  (savings 
up  to  14%)  *  High  level  of  safety  (up  to  80%  fewer  punctures)  *. 
Positive  grip  and  full  traction  in  all  weather.  Shock-absorbing  abili- 
ties (for  driver,  goods  and  vehicle) .  Long  tread  life — tubed  or  tubeless. 

'Compared  to  standard  conventionals. 


69-2134. USA 


MICHMLII 

Ask  your  Michelin  Tire  Dealer 

(you'll  find  him  in 

the  yellow  pages)  or  write  to: 

MICHELIN  TIRE  CORPORATION 

2500  Marcus  Avenue 

Lake  Success,  New  York  11040 
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Convenience  stores,  selling  only  sfaple  groceries  and 
staying  open  long  hours  seven  days  a  week,  are  the 
hottest  thing  in  food  retailing  today.  Now  doing  $7.6- 


bill'.on  sales  a  year,  these  new-style  "mom  &  pop"  stores 
plan  to  hit  $5  billion  by  the  late  70's.  Independents  and 
chains  franchise  them  to  families  with  modest  capital. 


What  GU  got  instead  was  red  ink 
for  a  while.  Fortunately,  GU's  food 
operations  have  prospered. 

Profits  in  the  Future 

Says  Professor  Applebaum:  "It 
could  be  quite  a  while  before  the 
chains  get  comparable  returns  on  in- 
vestment, and  some  may  never  get  it. 
But  I  tell  you,  those  who  have  gen- 
eral merchandise  operations  and  who 
have  brought  in  the  right  people  to 
run  them  are  already  better  off  than 
those  who  haven't.  There's  no  doubt 
that  mass  merchandising  is  where 
food  retailing  is  heading  right  now." 

Applebaum  points  out  that  not 
only  are  food  companies  being  forced 
into  general  merchandise,  but  that  it 
is  working  the  other  way  too.  Last 
year    Federated    Department    Stores 


bought  Ralphs  Supermarkets  on  the 
West  Coast.  Gambles  Inc.,  a  mid- 
western  retailing  conglomerate,  bought 
Red  Owl  Stores,  a  $400-million  food 
and  drug  chain  in  late  1967. 

One  reason  the  big  chains  can 
spread  out  into  other  forms  of  mer- 
chandising is  that  they  have  capital 
to  spare.  Clarence  Adamy,  president 
of  the  National  Association  of  Food 
Chains,  says:  "Because  expansion  op- 
portunities have  been  limited,  the  in- 
dustry has  been  building  up  a  sub- 
stantial cash  flow."  A  number  of 
chains  in  recent  years  were  hard  put 
to  invest  their  cash  flow  in  new  super- 
markets. They  began  looking  for  al- 
ternative— and  more  profitable — ways 
to  put  it  to  work.  In  addition  to  that, 
the  food  chain  industry  has  close  to  $2 
billion   in  net   working  capital.    Says 


Adamy:  "You  have  to  look  at  that 
working  capital  as  a  kind  of  perman- 
ent float  because  no  other  industry 
turns  over  its  money  as  fast  as  we 
can."  The  food  business  is  one  of  the 
few  major  businesses  left  in  the  U.S. 
where  its  customers  pay  cash  on  the 
barrel,  and  its  suppliers  grant  the 
grocers  credit.  Until  a  few  years  ago 
many  large  companies  in  the  industry 
had  used  that  credit  only  sparingly 
but  that  is  rapidly  changing  now. 

Even  huge,  conservative  A&P  has 
begun  to  see  the  light.  Its  cash  flow 
last  year,  even  with  earnings  de- 
pressed, was  $95  million  and  its  work- 
ing capital  was  in  excess  of  $300  mil- 
lion, with  one-third  of  it  cash.  And 
A&iP  has  no  long-term  debt.  "Now," 
says  A&P's  chief  executive  officer,  58- 
year-old  Melvin  W.  Alldredge,  "that's 
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Statistical  Profile -14  Grocery  Chains 


r 

. Sales . 

1963               1968 
(millions) 

Growth- 
Change 
5-Year 
Growth 

, Earnings x 

Per  Share 
1963            1968 

Change 
5-Year 
Growth 

Net 
Profit 
Margin 
1963 

Profitability 

Net 

Profit             Return 
Margin               on 
5-Year            Equity 
Average            1968 

Return 

on 
Equity 
5-Year 
Average 

$5,189 
2,650 
2,102 
1,105 

$5,436 
3,686 
3,161 

1,555 

4.80/0 
39.1 
50.4 
40.7 

$2.18 
1.75 
1.73 
1.02 

$1.82 
2.16 
2.64 
1.57 

—  16.5% 
23.4 
52.6 
53.9 

0.83% 
1.49 
1.08 
0.73 

0.97% 
1.64 
1.10 
0.81 

7-2% 
13.7 
14.3 

9.9 

8.8% 
15.2 
13.1 

9.8 

1,119 
750 
872 

1,057 

1,471 
1,333 
1,250 
1,193 

31.5 
77.7 
43.4 
12.9 

4.36 
1.80 
1.62 
0.98 

3.55 
3.01 
2.11 
0.97 

—  18.6 
67.2 
30.3 

—  1.0 

0.73 
1.50 
2.12 
0.64 

0.81 
1.56 
2.30 
0.85 

6.6 
14.4 
21.9 

6.3 

6.4 

13.8 

22.7 

8.4 

257 
667 
397 
412 

1,028 

1,017 

755 

740 

300.0 
52.5 
90.2 
79.6 

0.65 
1.12 
1.25 
1.55 

2.65 
2.02 
0.84 
2.25 

307.7 

80.4 

—  32.8 

45.2 

1.40 
1.31 
0.43 
0.64 

1.64 
1.30 
0.91 
0.69 

35.4 

11.5 

6.8 

16.2 

29.5 
11.6 
10.6 
19.6 

391 
723 

655 
692 

67.5 
—    4.3 

1.61 
4.33 

2.22 
0.62 

37.9 
—  85.7 

1.03 
0.14 

1.07 

t 

13.8 
1.2 

12.7 
1.6 

V. 


Company 

Great  A&P 
Safeway 
Kroger 
Food  Fair 

Acme  Markets 
Jewel  Companies 
Winn-Dixie  Stores0 
National  Tea 

Lucky  Stores 
Grand  Union 
Allied  Supermarkets 
Super  Valu  Stores 

Stop  &  Shop 

First  National  Stores 

'Comparisons  are  (or  1964  and  1969     t Deficit  profit  margin  in  1966  and   1967 
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i  Proof  Blended  Scotch  Whisky  ■  The  Paddington  Corporation,  N.Y. 


Christmas  past  is  also  Christmas  present. 


From  the  house  of 
Justerini  &  Brooks 
Founded  1149 


J&B  Rare  Scotch  |* 

It  only  costs  a  few  cents  more. 


Anaconda's  Yellow  Cak 


i 


^B 

^^ 

I                                                   i 

-  -»*-~j*jL;Miifl|                 5 

_ 

,'ij 

Squadron  never  rests. 


Yellow  cake  is  uranium  oxide— the  vital  end  product 
the  refining  of  uranium  ore.  American  industry  needs 
n  ever-increasing  quantities — and  Anaconda's  search 
additional  ore  deposits  is  continuous  and  persistent. 

Part  of  this  search  program  is  conducted  in  the  air- 
helicopters  and  fixed-wing  aircraft  equipped  with 
ra-sensitive  electronic  gear.  The  operation  is  directed 
Anaconda  geologists,  who  chart  the  complex  flight 
tterns  and  evaluate  the  data  brought  back. 

Anaconda  has  one  of  the  largest  uranium  reserves 
the  Western  Hemisphere,  but  as  uranium  becomes 
reasingly  important  as  a  clean  fuel  for  electric  power 
mts,  the  demand  is  overtaking  the  supply.  To  help 
tet  this  pressing  demand— Anaconda's  "operation 
low-cake"  includes  more  than  searching  for  ore  de- 
sits.  We  also  have  under  consideration  programs  in- 


volving the  enrichment  of  uranium  and  the  fabrication 
of  nuclear  fuels. 

By  1975,  nuclear  power  will  provide  the  nation  with 
62,000  megawatts  of  electrical  capacity,  13.7%  of  total 
capacity.  That  means  a  lot  of  clean  power — and  a  lot 
more  yellow  cake. 

Judging  by  our  past  success  in  finding  ore,  Anaconda 
is  confident  that  our  geologists  will  find  more  ore  re- 
serves— to  keep  America  on  its  "peacetime"  nuclear  toes. 

The  Anaconda  Company,  25  Broadway,  New  York, 
New  York  10004.  mm 

Anaconda:  one  of  the  great  natural 
resources  of  the  Americas. 


"Give  me  one  good  reason 
why  I  should  be  interested  in  a 
Top  Value  Incentive  Plan." 


Top  Value  is  a  complete  incentive  program  source  with 
six  important  advantages  for  you  : 


•  The  biggest  selection  of  famous  brand  mer- 
chandise, one-third  more  items  than  our 
nearest  competitor 

•  All  merchandise  is  shipped  pre-paid  ...  no 
bill  back  for  shipping  charges 

•  A  two-way  guarantee  .  .  .  the  item  must  be 
defect-free  and  the  recipient  must  be  com- 
pletely satisfied 


A  big,  all-in-one,  luxury  catalog  or  sepa- 
rately-bound gift  selection  catalogs  grouped 
by  merchandise  value 
Eight  distribution  centers  interlocked  by 
computer  to  assure  fast  delivery 
One  of  the  best  creative  travel  planning 
services  in  the  business 


Interested?  Contact  Top  Value.  One  of  more  than  400  incentive  special- 
ists will  be  happy  to  tell  you  how  Top  Value  can  create  and  administrate 
your  incentive  program  . . .  based  on  stamps  or  a  point  system  . . .  offering 
travel  or  merchandise.  Or  write  us  for  our  informative  booklet,  "How  To 
Plan  An  Incentive  Program." 


INCENTIVE  DIVISION,  Top  Value  Enterprises,  Inc.,  3085  Woodman  Drive,  Dayton,  Ohio  45420 


1 


changing.  I  expect  in  the  next  few 
years  we  can  cut  something  like  $40 
mil'ion  out  of  our  inventory,  or  10?, 
wiJi  more  sophisticated  EDP  tech- 
niques alone." 

Others,  less  conservative  than  A&P, 
still  have  substantial  amounts  of  un- 
derutilized resources.  Safeway  has  a 
cash  flow  of  close  to  S100  million 
and  $155  million  in  net  working  capi- 
tal. Winn-Dixie  has  839  million  and 
S85  million,  respectively,  Grand 
Union,  $23  million  and  862  million 
and  Acme.  $26  million  and  866 
million.  These  companies  have  little 
or  no  long-term  debt.  Even  ailing  First 
National  Stores  is  in  fairly  good  shape 
financially. 

Leverage 

Whatever  one  says  about  the  in- 
dustry, there  is  no  getting  away 
from  the  fact  that  it  has  tremendous 
potential  in  its  huge  volume.  The 
leverage  is  just  enormous.  Take  A&P. 
As  against  85.4  billion  in  volume, 
it  has  only  a  24.8-million-shaie  capi- 
talization. Its  sales  thus  came  to  almost 
$220  .i  share.  If  that  volume  is  in- 
creased 10?  over  the  next  two  years 
and  it  raises  its  profit  margin  from 
0.8?  to  11 — the  industry  average  to- 
day— then  A&P's  net  per  share  would 
increase  by  36?.  Recent  moves  indi- 
cate profits  are  once  again  uppermost 
in  A&P's  mind. 

Even  more  leverage  is  possible  for 
the  grocer>  chains,  especially  A&P. 
A&P   has   almost   no   debt   as   against 


"Evehytime  prices  go  up  by  1%, 
about  8600  million  is  added  to  the 
annual  food  expenditures  of  Amer- 
ican housewives,"  wrote  Senator 
Gale  McGee  of  Wyoming  to  Presi- 
dent Johnson  more  than  three  years 
ago  in  a  letter  commenting  on  The 
Report  of  the  National  Commission 
on  Food  Marketing,  which  he 
helped  write. 

Since  mid-1966  food  prices  have 
gone  up  12?,  costing  the  Amer- 
ican consumer  an  additional  $7.5 
billion  in  just  over  three  years.  Ry 
far  the  biggest  increases  have  cen- 
tered in  meat,  poultry  and  fish,  and 
that  really  hurts  because  these 
staples  account  for  over  30?  of 
the  food  budget. 

Who's  to  blame?  Not  us,  says 
the  supermarket  industry,  and  it 
makes  a  persuasive  case.  Food  Fair 
Chairman  Louis  Stein  puts  it  suc- 
cinctly: "Look,  we're  only  conduits 
in  a  service  industry.  The  margins 
left  over  for  the  work  we  perform 
are  so  little  that  no  one  can  say 
we  are  gouging. 


WE'RE  NOT  THE  BAD  GUVS 


Louis 
Stein 


"After  all,  I'm  not  a  charitable 
organization.  I  have  to  make  some 
return  for  the  shareholders  who  put 
up  the  money  to  buy  land,  to  lease 
a  building  or  to  put  in  expensive 
equipment  for  the  customers'  con- 
venience." 

At  1 1 .5%  or  so,  the  average  super- 
marketer's  return  on  investment 
hardly  justifies  charges  of  profiteer- 


some  $640  million  in  equity  capital. 
Ry  substituting  debt-capital,  whose 
interest  is  tax-deductible,  for  equity 
capital,  whose  dividends  are  not  de- 
ductible, it  could  increase  earnings 
sharply.  Or  by  finding  ways  to  borrow 
money  and  put  it  to  work,  it  could  do 
the  same.  The  simple  fact  is  this:  In 
its  unused  borrowing  power  a  good 
number  of  companies  have  a  sadly 
underused  asset.  Only  a  few  like 
Allied,  Lucky  and  Stop  &  Shop  have 
aggressively  resorted  to  debt — some 
might  say  too  aggressively.  (For  a 
rundown   on    debt   ratios,    see   table, 

p.  42:) 

"Let's  face  it,"  says  the  National  As- 
sociation of  Food  Chains'  Adamy, 
"until  fairly  recently  the  grocery  in- 
dustry hasn't  had  what  you  would 
call  aggressive  modern  management. 
They  were  the  last  to  convert  from 
the  old  entrepreneurial  family-run 
business  to  professional  managers." 

Today  food  retailers  are  one  of  the 
largest  users  of  computers  in  the  U.S. 
and  they  are  using  them  to  push  their 
way  into  real  estate,  franchising,  serv- 
ices and  just  about  anything  that  is 
merchandisable. 

Are  we  predicting  flatly  that  all 
this  is  changing,  that  supermarketing 
will  become  a  growth  industry  again? 
No,  we're  not  saying  exactly  that. 
Rut  we're  saying  that  the  possibilities 
are  there,  and  that  opportunities  have 
a  way  of  finding  people  to  realize 
them.  ■ 


ing.  The  fact  is  that  since  mid- 
1966  price  increases  on  other  retail 
goods  and  services  have  cost  con- 
sumers in  excess  of  $40  billion. 
Eating-out  costs,  by  the  way,  have 
gone  up  about  50?  faster  than  the 
cost  of  eating  at  home. 

Nonetheless,  for  food  retailers 
the  problem  remains,  because  psy- 
chologically food  is  vulnerable  and 
visible.  Stein  put  his  finger  on  the 
problem:  "Consumers  today,  par- 
ticularly young  newlyweds  and 
families,  have  a  rising  but  limited 
income.  When  they  get  married 
they  don't  want  to  give  up  the 
comforts  of  home.  They  want  a 
costly  car  with  the  payments,  color 
TV,  carpeting,  expensive  clothes 
and  they  want  to  travel.  Well,  they 
have  to  become  price-conscious 
and  budget  and  pennypinch.  They 
don't  want  to  skimp  on  cars  or 
clothes.  They  want  to  save  on  the 
loaf  of  bread  and  other  foods." 

Had  any  arguments  with  your 
wife  lately  about  how  much  she  is 
spending  on  food? 
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Comic  Conglomerates 

Who  has  more  trouble  than  Charlie  Brown?  The 
smallish   Chinese-money  cong/omerator  does. 


A  cartoonist  seeking  inspiration  for 
a  comic  strip  about  business  could  do 
worse  than  look  at  some  of  last  year's 
would-be  conglomerators,  whose  eyes 
have  proved  to  be  considerably  larger 
than  their  stomachs. 

Most  of  the  raiding  companies 
listed  below  were  run  by  boy  geniuses 
with  a  brilliant  plan:  They  would 
take  over  bigger  and  solider  compa- 
nies by  issuing  debt  whose  carrying 
charges  would  come  from  the  earn- 
ings of  the  company  acquired.  The 
only  loser  would  be  Uncle  Sam,  who 
would  pick  up  half  the  interest  tab. 
And,  of  course,  the  acquiring  company 
would  have  all  kinds  of  interesting 
opportunities  for  what  is  known  as 
creative  bookkeeping. 

How  could  they  lose?  Well,  as  it 
turned  out,  they  could  indeed.. 

•  Forty-year-old  Eli  Timoner,  chair- 
man of  $62-million-sales  Giffen  In- 
dustries, bought  51%  of  Keller  Indus- 
tries ($90  million  sales).  A  postmerger 
audit  caused  Keller's  fiscal  1969 
earning  to  be  restated  downward  to 
$1.50  vs.  1968's  $2.63.  Timoner  sued 
for  misrepresentation,  asking  either 
that  the  deal  to  pay  Henry  Keller 
$49.8  million  for  his  stock  be  rescinded 
or  that  Keller  pay  $30  million  in  dam- 
ages. Keller's  defense  is  that  Giffen 
officials  were  in  such  a  hurry  that  they 
refused  an  offer  to  inspect  his  books. 


Meanwhile  three  institutional  investors 
claim  Keller  Industries  has  defaulted 
on  $10  million  worth  of  convertible 
notes  they  hold,  which  Keller  lacks 
funds  to  pay  off.  Parent  company 
Giffen  has  a  $33-million  paper  loss 
on  its  $51-million  Keller  investment, 
and  Giften's  new  president  has  re- 
signed to  take  over  the  Keller  mess. 
Giffen 's  stock  is  down  to  $16  from  $58 
before  it  bought  its  Keller  shares. 

•  Martin  Ackerman  of  Perfect  Film 
was  another  president  who  sold  at  the 
right  time.  Last  March  Ackerman  sold 
86,000  of  his  Perfect  shares  at  $81 
each  to  Commonwealth  United.  Now 
they  sell  at  $16,  Commonwealth  is  on 
the  carpet  before  the  Securities  &  Ex- 
change Commission  and  its  president 
has  resigned.  Trading  in  its  shares 
is  currently  suspended,  and  it  for- 
feited $5  million  to  Dart  Industries 
(Forbes,  Oct.  1)  when  it  could  not 
come  up  with  the  capital  to  support 
an  acquisition. 

•  Robert  Vesco  of  tiny  Interna- 
tional Controls,  leaning  heavily  on  the 
Bank  of  America  and  foreign  backers, 
raised  $50  million  to  tender  for  Elec- 
tronic Specialty.  Unfortunately,  ELS 
went  into  the  red,  and  International 
Controls  would  be  too  if  it  had  in- 
cluded ELS  losses  in  its  recent  state- 
ment (Forbes,  Oct.  15).  The  year 
before,  Vesco  had  lost  $1.4  million  in 


BACKLASH 


When  the  going  was  good  conglomerates  were  able  to  trade  their  paper  for 
valuable  assets.  But  some  of  the  smaller  latecomers  got  caught  in  a  trap.  Using 
borrowed  money  or  debt-bearing  paper,  they  bought  into  bigger  companies  they 
wanted  to  acquire.  But  the  acquisitions  were  blocked,  and  so  they  sit  with  low- 
yielding— or  no-yielding— stock  which  fails  to  cover  the  interest  cost  on  money 
borrowed  to  acquire  it.  Result:  Instead  of  being  increased  by  the  moves,  their 
earnings  have  been  decreased. 


Aggressor  Co.  Target  Co. 

Commonwealth  United   . . . 

Perfect   Film    

General  Host  

Armour      

Giffen  Industries  

Keller    Industries    

International  Controls  .... 

Electronic  Specialty  ... 
Liquidonics  Industries  .... 

UMC  Industries  

Resorts  International     ... 

Pan  American  W.A.  . . . 
Sundstrand 

Standard  Kollsman  . . . 
Susquehanna       

Pan  American  Sulphur.  . 

N  A— Not  available      ri  Deficit.     E 
Average  of  two  offers.      "Earnings 


Date  of 
Offering 

Estimated 
Value  of 

Offer 
Per  Share 

, Common  Price — 

2  Months 
Prior  to  Offer       Recent 

N     ^—Earnings 
1968 

$0.98 
2.82 

Per  Share- 
Latest  12 
Montns 

3/69 

J       

81.40 

23% 
57i/2 

16% 

N.A. 
$0.75E 

1/69 

75.00 

393/8 
57i/a 

19% 
473/4 

1.30 
3.15 

0.28 
3.27 

2/69 

60.00 

58 

62% 

163/4 

21 

1.16 
2.63 

1.57*' 

1.50 

9/68 

42.21 

46% 
383/8 

16% 

t 

d0.42 
dl.46 

d0.19 
N.A. 

1/69 

30.00 

66 
14% 

16 
17% 

2.05 
1.16 

N.A. 
1.48 

1   69 

33.33* 

35 
25 

17% 
15 

0.86 
1.45 

0.74 
0.47 

1/69 

30.17 

64% 
26 

28% 
13 

2.90 
d0.15 

2.66 
d0.04 

11/68 

40.00 

431/4 
29% 

13% 
17% 

1.32 
1.15 

1.25 
0.77 

Estimate. 

Suspended  from  trading.      IN 

ow  an  IC 

subsidiary. 

for  nine  months 


an  airline  International  had  kept  only 
a  few  months.  Lack  of  funds  also  has 
forced  International  to  sell  its  most 
promising  operation,  a  50%  interest  in 
Titanium  Technology  to  Carpenter 
Technology.  Vesco  seems  to  have  the 
Midas  touch — in  reverse. 

•  Liquidonics  Industries  ($51-mil- 
lion  sales)  borrowed  $56  million  to  try 
to  take  over  UMC  Coip.  ($134  mil- 
lion). But  it  has  been  unable  to  bring 
off  the  merger.  Now  Liquidonics,  with 
a  huge  debt/equity  ratio,  is  having 
trouble  paying  the  interest  on  its 
debt.  But  if  it  sells  its  UMC  hold- 
ing, it  would  incur  a  $34-million 
loss.  Liquidonics  stock  has  tumbled 
90%  from  1967's  $155  to  $16  recently. 

•  Susquehanna  Corp.,  recently 
charged  by  the  SEC  with  violating 
full-disclosure  rules,  now  has  a  $46- 
million  paper  loss  in  its  42%  holdings 
in  Pan  American  Sulphur.  A  Pan 
American  suit,  seeking  to  force  Sus- 
quehanna to  divest  itself  of  its  hold- 
ings, prevents  Susky  from  completing 
the  takeover.  Result:  Susquehanna 
stock  has  fallen  70%  vs.  only  42%  for 
Pan  Am  Sulphur. 

•  General  Host  is  at  last  selling  its 
Armour  holdings  to  Greyhound — pro- 
vided the  sale  is  not  legally  undercut 
by  a  new  Justice  Department  chal- 
lenge to  General  Host's  control  of 
Armour  before  the  Supreme  Court. 
General  Host  could  not  service  its 
debt,  reinvest  in  its  other  businesses 
and  fend  off  the  raiders  while  it  held 
Armour.  Since  it  first  tendered  for 
Armour,  General  Host's  stock  has 
fallen  from  $39  to  $19  and  the  corn- 
pan)' — excluding  Armour — is  now  in 
the  red.  With  Armour  included,  sales 
would  be  up  over  1,000%  over  1968, 
but  profits  would  be  down. 

•  Resorts  International  bought  Pan 
American  World  Airways  only  to  see 
Pan  Am  go  into  the  red  and  eliminate 
its  dividend.  Thus  Resorts  is  sitting 
on  a  paper  loss  of  $25  million  on  its 
Pan  Am  holdings  while  its  basic  gam- 
bling business  has  been  hurt  by  new 
taxes. 

It  looked  so  easy  for  a  while.  You 
didn't  need  money  to  bin  companies. 
Just  some  fancy  certificates — Chinese 
money,  as  Wall  Street  called  them — a 
financial  press  agent  and  a  good  deal 
of  brass.  Bui  even  the  big,  well-run 
conglomerates  are  having  their  prob- 
lems these  days,  and  the  smaller,  new- 
er ones  have  yet  to  prove  that  the) 
have  any  reason  at  all  to  exist.  To  be 
sure,  some  of  them  may  make  it,  but 
the  odds  are  astronomical  against  on 
that  makes  an  initial  wrong  move.  And 
as  a  former  manager  of  the  Red  Sox 
observed,  there  must  be  something  in 
the  percentages  or  they  wouldn't  work 
out  as  often  as  they  do.  ■ 
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So  advanced  for  its  time, 

it's  already  in  step 

with  the  future. 


Three  months  ago  we  announced  llio  most  exciting,  most  signif- 
icant data  processing  product  ^ince  System  360.  KeyLogic.  It's 
everything  we  said  it  would  be  —  and  then  some. 

KeyLogic  is  the  complete  multiple  station  data  entry  system 
with  the  most  sophisticated  data  entry  software  ever  developed. 
Those  in  the  data  processing  business  community  Who've  seen 
KeyLogic's  potency  — and  potential  —  have  given  the  system  an 
enthusiastic  reception. 

In  the  KeyLogic  concept  —  validation  of  data  as  it  is  keyed  — 
a  computer  is  in  complete  command  throughout  your  application. 
KeyLogic  replaces  the  whole  costly,  time-consuming  recycling 
mem  -go-round  of  keypunch-oriented  systems  with  computeriza- 
tion thai  takes  you  from  keying  to  clean  tape"  processing  at 
nanosecond  speeds,  (Verification  is  dramatically  reduced,  and 
often  is  totally  eliminated. I 

What's  the  difference  between  KeyLogic  and  any  other  data 
enlr\  system  today?  lust  the  difference  between  an  improvement 
of  some  data  entry  procedures,  and  a  total  increase  in  system  effi- 
ciency. Only  KeyLogic  uses  the  familiar  IBM  029  keyboard  for 
computerized  data  entry  —  so  there's  no  expensive  operator  re- 
training to  achieve  greater  efficiency  and  output-per-terminal. 
KeyLogic  is  the  first  data  entry  system  to  use  the  IBM  Selectric* 


supervisor's  console  ,  .  .  first  to  give  you  both  tape  compatibility 
and  labeling,  and  first  with  fully  programmed  automatic  opera- 
tion. And  the  entire  KeyLogic  system  —  hardware  and  software  — ■ 
is  delivered  with  all  available  features  at  an  inclusive  uniform 
price. 

The  nanosecond  data  entry  system  that  belongs  .with  your 
third  generation  main  frame  is  here.  KeyLogic,  New.  Ready.  Avail- 
able now. 


1 
1 
1 
1 
1 

Penta  Computer  Associates,  Inc.,  625  Madison  Avenue, 
New  York,   New  York  10022 

Gentlemen:   Please  send  me  your  brochure. 

1 

Name 

Title 

Company 

Address 

1 

City                                                              State, 

Zip         ■ 

FO-2          1 

•  irred  trademark  ol  /BW  Corp. 
■i  Penta  Computet   Associates.  Inc. 
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The  Great  Tax-Free  Cash-In 

The  insurance  companies  are  getting  imaginative  about  the 
big  unrealized  capital  gains  in  their  investment  portfolios. 


Not  the  least  of  the  charges  leveled 
against  insurance  companies  is  that 
lliey  have  lacked  imagination  in 
managing  their  huge  investments. 

But  the  critics  may  have  to  back  off 
a  little  after  looking  at  what  outfits 
like  INA  Corp.  (assets  $2.3  billion), 
St.  Paul  Companies  ($944  million) 
and  Safeco  Corp.  ($521  million)  are 
doing  these  days.  These  companies 
have  found  a  way  to  realize  some  of 
the  capital  gains  that  all  insurance 
companies  have  on  stocks  they  have 
held  in  their  investment  portfolios  for 
years  (see  table)  without  paying  big 
capital-gains   taxes. 

What  they  do  is  quite  simple:  They 
take  the  appreciated  stock  at  its  cur- 
rent market  value  and  trade  it  for 
their  own  stock  with  the  equivalent 
market  value.  They  get  full  use  of 
their  gain,  but  the  Internal  Revenue 


Service  says  it's  a  tax-free  deal. 

The  insurance  companies  can  then 
retire  the  stock  they  have  bought 
back,  thereby  increasing  per-share 
earnings.  Or  they  can  use  it  later  to 
make  acquisitions — again  on  a  tax- 
free  basis.  (Because  of  the  convolu- 
tions of  the  tax  laws,  the  companies 
cannot  use  portfolio  stock  directly  in 
an  acquisition  without  paying  the 
usual  capital-gains  tax.) 

The  idea  is  far  from  new.  Alle- 
ghany Corp.,  for  instance,  used  it  a 
few  years  ago  in  eliminating  its  New 
York  Centra]  holdings — but  insurance- 
company  portfolios  offer  the  most 
potential.  INA,  for  instance,  bought 
back  544,000  of  its  own  shares  last 
year,  mostly  in  exchange  for  portfolio 
stock  including  1  million  shares  of 
Standard  Oil  of  New  Jersey.  In  effect, 
the    trade    realized    a    $14.6-million 


Potential  Gains? 

How  much  in  possible  tax-free  gains  do  insurance  companies  have 
to  work  with  if  they  use  the  increasingly  popular  exchange-of- 
stock  ploy  (see  story).  The  answer  is:  Plenty.  The  following  list  is 
just  a  sample  of  the  big  gains  five  companies  are  now  sitting  on. 


"^ 


Number 

Company 

of  Shares 

Aetna  Casualty 

Gulf  Oil 

265,625 

IBM 

198,162 

Kodak 

183,036 

Dart  Industries 

171,820 

Texaco 

342,436 

Standard  Oil  (N.J.) 

133,123 

tContinental  Casualty 

Western  Union  International 

102,825 

IBM 

32,461 

Continental  Ins.  Co. 

Gulf  Oil 

717,927 

IBM 

476,634 

Texaco 

893,920 

Kodak 

442,384 

Standard  Oil  (N.J.) 

393,280 

Manufacturers  Hanover 

311,830 

First  National  City 

264,400 

Hartford  Fire 

Gulf  Oil 

268,000 

Kodak 

177,000 

Texaco 

282,400 

IBM 

124,424 

Standard  Oil  (N.J.) 

121,500 

Caterpillar 

97,000 

First  National  City 

83,918 

General  Motors 

83,099 

Northern  Trust,  Cg. 

50,400 

*  Insurance  Company  of  N.A. 

Standard  Oil  (N.J.) 

803,153 

American  Electric  Powei 

288,772 

Commonwealth  Edison 

243,196 

Marcor  $2  pfd. 

175,000 

•Subsidiary  of  Aetna  Life  &  Casualty.      ISubsidiary  of  CNA  Financial 


Recent 

Original 

Market 

Capital 

Cost 

Value 

Gain 

(000) 

(000) 

(000) 

$2,200 

$9,000 

$6,800 

1,000 

70,000 

69,000 

900 

14,100 

13,200 

1,900 

8,600 

6,700 

4,000 

11,100 

7,100 

3,600 

9,300 

5,700 

100 

4,800 

4,700 

500 

11,500 

11,000 

10,500 

24,300 

13,800 

35,000 

168,000 

133,000 

12,700 

29,000 

16,300 

11,600 

34,000 

22,400 

13,900 

27,500 

13,600 

8,200 

19,600 

11,400 

9,400 

17,900 

8,500 

2,600 

9,100 

6,500 

900 

13,600 

12,700 

5,300 

9,200 

3,900 

4,400 

43,900 

39,500 

1,600 

8,500 

6,900 

400 

4,400 

4,000 

1,700 

5,700 

4,000 

2,500 

6,000 

3,500 

1,100 

5,500 

4,400 

4,600 

56,100 

51,500 

1,500 

8,400 

6,900 

2,600 

18,000 

15,400 

1,500 

9,100 

7,600 

nancial. 

"Subsidiary  of  INA  Corp 
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capital  gain,  which  INA  added  to  its 
1968  earnings  without  having  to  pay 
the  usual  25%  capital-gains  tax,  or 
$3.7  million. 

Knowing  a  good  thing  when  it  sees 
it,  INA  this  year  authorized  repur- 
chase of  2.6  million  more  of  its  own 
shares.  Most  of  the  bought-back  stock 
undoubtedly  will  be  used  in  INA's 
acquisition  program. 

St.  Paul  Companies  so  far  this  year 
has  bought  back  300,000  of  its  own 
shares  from  California's  Insurance  Se- 
curities Trust  Fund,  in  exchange  for 
stock  St.  Paul  held  in  International 
Business  Machines,  Minnesota  Mining 
and  Polaroid.  Safeco  in  the  last  two 
years  exchanged  portfolio  stock  with 
capital  gains  of  $11.7  million  for  its 
own  stock  without  paying  any  tax. 
St.  Paul  and  Safeco,  like  INA,  have 
their  eye  on  acquisitions. 

Keep    It    Quiet 

The  insurance  companies  obviously 
are  pleased  with  their  newly  found 
tax  device,  but  they  are  understand- 
ably leery  about  discussing  it  when 
Congress  is  talking  tax-reform. 

To  hang  on  to  their  advantage,  at 
least  under  current  tax  laws  and  reg- 
ulations, the  insurance  companies  must 
do  just  two  things.  First,  they  must 
buy  back  their  own  stock  through  a 
general  offering  to  all  stockholders; 
they  cannot  go  to  a  specific  big  stock- 
holder and  offer  him  portfolio  stock 
for  his   insurance-company   stock. 

Second,  the  insurance  company  can- 
not acquire  its  own  stock  to  use  in  a 
specific  acquisition.  The  stock  must 
first  be  bought  back  and  put  in  the 
corporate  treasury;  only  later  can  it  be 
used  in  an  acquisition.  The  difference 
is  technical,  to  be  sure,  but  vital. 

CNA  Financial  Corp.,  for  example, 
tried  to  use  a  package  of  its  own 
stock  and  portfolio  stock  last  summer 
to  acquire  the  Larwin  Croup,  but  the 
IRS  said   the  deal  would  be  taxable. 

Is  there  a  limit  to  the  amount  of 
its  own  stock  that  is  available  for  a 
company  to  buy?  S.  Davidson  Herron 
Jr.,  INA's  senior  vice  president  for  in- 
vestments, answer:  "There's  no  prob- 
lem. The  institutions  are  always 
trading  your  stock.  It's  easier  for  them 
to  sell  you  a  big  block  than  to  feed  it 
to  the  market  in  pieces." 

What  Herron  docs  not  add  are  two 
possible  extra  advantages  of  the  new 
technique  for  insurance  company  man- 
agements. First,  soaking  up  the  float- 
ing supply  of  its  own  stock  makes 
the  company  much  harder  to  take 
over  without  driving  up  the  stock 
price.  Second,  by  realizing  some  of 
its  built-in  capital  gains,  the  com- 
pany is  that  much  less  tempting  a 
target.  ■ 
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From  First  To  Last 

The  automakers  are  supposed  to  lead  their  parts  and  tire  suppliers  in  profitability. 
But  in  1969  it  looks  as  though  the  automakers  are  going  to  be  last,  not  first. 


Everyone  knows  that  as  long  as  auto 
sales  are  good,  the  automakers  just 
have  to  be  more  profitable  than  their 
suppliers.  It's  simple  logic:  First,  the 
auto  industry  is  a  volume  business 
with  a  high  but  relatively  fixed  over- 
head where,  once  the  break-even  point 
is  reached,  margins  are  excellent. 
Second,  if  an  automaker  determines 
that  a  part  is  unusually  profitable  for 
a  supplier,  the  automaker  can  make 
most  or  all  of  his  own  requirements. 
And  where  this  is  not  practical,  as  it 
is  not  in  tires,  there  are  enough  big 
producers  hungry  for  the  automakers' 
business  to  give  the  auto  companies 
plenty  of  leverage.  So  in  that  instance. 
too,  the  automakers  should  have  the 
profit  edge. 

Suddenly  this  is  no  longer  true. 
For  1969,  the  average  gross  profit 
margin  of  the  Big  Three — Chrysler, 
Ford  and  General  Motors — will  almost 
certainly  drop  below  those  both  of  the 
14  major  parts  suppliers  and  of  the 
Big  Five  tire  companies  (sec  chart, 
p.  58).  The  automakers  fell  behind  in 
1967,  too,  but  that  was  because  of  the 
strike  at  Ford.  Now  they're  behind 
even  without  a  strike,  even  with  sales 
oi  US.  cats  still  running  above  8  mil- 
lion units,  even  with  truck  sales  at 
record  levels. 

The  figures  tell  the  story.  During 
the  sales  upswing  of  1962-65,  the 
Big  Three  averaged  15.2%  in  gross 
profit  margins  vs.  13.285  for  the  parts 


makers  and  11%  for  the  tiremakers. 
But  when  1969  is  over,  it's  likely  that 
the  Big  Three  will  come  out  last, 
with  a  combined  profit  margin  of 
about  12.32  OS.  12.67c  for  the  tire 
companies  and  13.11  for  the  parts 
makers.  Moreover,  in  nearly  all  of  the 
last  20  quarters,  both  the  tire  and 
parts  makers  have  outperformed  the 
Big  Three.  (Troubled  American  Mo- 
tors, which  accounts  for  about  3%  of 
new  car  sales,  is  not  included  in  these 
figures  because  its  results  would  exag- 
gerate the  downslide  of  the  auto- 
makers. ) 

New    Markets,    New    Products 

In  the  face  of  the  Big  Three's  de- 
clining margins,  how  have  the  parts 
makers  maintained  theirs  while  the 
tire  companies  have  actually  increased 
theirs?  Probably  the  most  important 
reason  is  a  two-way  diversification: 
one,  out  of  the  automotive  business, 
and  two,  into  the  aftermarket,  to  pro- 
vide replacement  parts  and  tires  for 
the  over  100  million  cars  and  trucks 
on  the  road. 

Selling  replacement  parts  and  tires 
is  much  more  stable — and  usually 
more  profitable — than  selling  to  the 
auto  and  truck  makers  in  the  original- 
equipment  market  (OEM  for  short). 
Whether  new  car  and  truck  sales  go 
up  or  down,  existing  vehicles  still  need 
to  be  repaired.  This  aftermarket  re- 
quires an  entirely  different   distribu- 


tion network,  one  that  takes  lots  of 
time  and  money  to  build,  but  the 
suppliers  feel  it's  worth  the  effort. 

Kelsey-Hayes,  for  example,  gets  less 
than  10%  of  its  sales  (some  $375  mil- 
lion total  this  year)  from  the  after- 
market,  but  wants  to  double  the  per- 
centage within  the  next  five  years. 
Arvin  Industries,  supplying  about  two- 
thirds  of  the  exhaust  systems  used  on 
new  cars,  is  also  pushing  hard  on  its 
replacement  parts  business.  So  is  Fed- 
eral-Mogul; 35%  of  its  sales  are  still 
OEM  auto  parts,  but  30%  are  now  re- 
placement parts  and  service. 

By  contrast,  the  Big  Three  have  a 
harder  time  growing  in  the  aftermar- 
ket. Their  main  outlets  are  their 
franchisee!  dealers,  who  tend  to  con- 
centrate on  selling  new  cars  and  ser- 
vicing those  they  have  sold  rather  than 
providing  parts  and  repairs  for  old 
clunkers  in  the  hands  of  their  third 
and  fourth  owners. 

The  parts  and  tire  makers  have 
another  advantage.  They  can  con- 
centrate on  the  truck  market,  where 
sales  records  are  being  set.  Trucks 
are  a  relatively  small  part  of  the  Big 
Three's  business,  however.  Thus,  OEM 
truck  parts  will  be  nearly  half  of 
Dana's  record  $600  million  in  sales 
this  year  compared  with  25%  OEM 
auto  parts  and  20%  replacement  parts. 
Eaton  Yale  &  Towne,  which  should 
break  the  $900-million  sales  mark 
this  year,  gets  30%  of  its  business  from 


*<!?? 
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Auto  parts  supply  isn't  simply  a  matter  of  manu- 
facturing components  to  the  vehicle  makers'  specifica- 
tions, but  an  engineering  proposition   in  its  own   right. 


For  instance,  to  be  sure  its  4-wheel  adaptive  braking 
system  permits  steering  a  vehicle  during  panic  stops, 
Bendix  tests  it   on   heavy   trucks   on    hard-packed   snow. 
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truck  parts  compared  with  only  20% 
from  auto  parts. 

Still  another  factor  favors  the  sup- 
pliers. Both  parts  and  tires  are  get- 
ting more  sophisticated  and  higher- 
priced.  Granted,  the  bulk  of  the 
business  consists  of  routine  items  like 
bumpers  and  wheels  and  frames. 
But  more  complex  components — disc 
brakes,  stereo  radios,  nonslip  dif- 
ferentials, automatic  temperature  con- 
trols— have  become  big  business.  One 
example  is  disc  brakes,  a  $65  option  at 
retail;  Kelsey-Hayes  alone  will  supply 
about  1-million  sets  for  1969  cars  vs. 
650,000  for  1968  models.  And  for 
1970  some  Ford  Motor  Co.  models 
will  be  available  with  an  even  more 
expensive  Kelsey-Hayes  antiskid  brak- 
ing device. 

Tires,  too,  are  being  upgraded.  The 
premium-cost,  extra-mileage  fiber  glass 
bias/belted  tire,  offered  as  an  option 
last  year  on  some  new  cars,  will  be 
standard  on  many  1970  models.  And 
these  tires  now  account  for  fully  half 
of  Goodyear's  replacement  tire  sales. 

Diversification  outside  the  automo- 
tive business  also  has  been  important. 
Fifteen  years  ago,  Houdaille  Industries 


relied  on  just  one  product  line — auto 
bumpers  and  parts — for  most  of  its 
sales;  now  auto  parts  are  only  28%  of 
its  product  mix.  Similarly,  at  one  time 
nearly  all  Borg-Warner's  sales  came 
from  auto  parts;  this  year  they  will  ac- 
count for  only  35%  of  its  .record  total  of 
$1  billion.  Two  other  giants — Bendix 
(nearly  $1.5  billion)  and  TBW  (over 
$1.5  billion) — have  both  sharply  re- 
duced their  dependence  on  auto  parts 
to  below  30%,  and  TRW  gets  more  than 
a  third  of  that  from  the  European 
aftermarket.  The  tiremakers,  of  course, 
have  long  been  diversified  into 
chemicals  and  other  nontire  products, 
which  now  comprise  from  35%  to  well 
over  55%  of  sales. 

Pinch    on    Profits 

By  contrast,  the  Big  Three  cannot 
diversify  quickly  because  of  their  huge 
size.  For  Chrysler  Corp.,  smallest  of 
the  trio,  to  achieve  a  50/50  balance, 
would  mean  adding  $7  billion  in  non- 
automotive  sales.  Nonetheless,  the  Big 
Three  are  certainly  trying:  Chrysler  is 
growing  in  marine  engines  and  chemi- 
cals, GM  and  Ford  in  heavy  trucks, 
Ford  in  farm  machinery,  GM  in  con- 


CHANGING  PLACES. 

When  automobile  sales  were  good,  the  Big  Three  auto  manufacturers 
were  traditionally  much  more  profitable  than  their  suppliers.  But  today's 
hard,  expensive  battle  for  market  shares  has  caused  the  trio  to  slip  be- 
hind their  servants. 


Z  15% 


1964 


1965 

I 


1966 


1967 


1968 


1969E 
_J 


'As  a  percent  of  sales  before  deducting  d°oreciation,  interest  and  income  taxes 


struction  equipment  (Forbes,  Oct. 
15).  But  for  the  time  being,  these 
expansionary  moves  have  tended  to 
narrow,    not   expand,   profit   margins. 

There  have  been  other  pressures 
on  the  Big  Three's  profits.  While  their 
dollar  sales  have  risen  17.8%  since 
1965,  their  unit  sales  are  down  5%, 
which  has  cost  them  some  volume 
economies. 

A  bigger  pinch  has  been  wage 
costs  that  have  risen  faster  than 
productivity;  autoworkers  are  among 
the  best-paid  factory  workers  in  the 
country,  better  paid  than  most  em- 
ployees of  the  parts  and  tiremakers. 

But  perhaps  the  biggest  factor  is 
this:  In  1969  each  of  the  automakers 
set  out  to  increase  its  sales  and,  hope- 
fully, lower  unit  costs.  To  do  so  it  was 
willing  to  spend  more  on  advertising, 
dealer  rebates  and  salesmen's  incen- 
tives. But  the  total  market  shrank  a 
bit.  Something  had  to  give,  and  it  was 
the  profit  margins  of  Ford,  Chrysler 
and  General  Motors.  (GM  gained 
slightly  in  sales  and  earnings,  prov- 
ing what  was  already  well  known:  In 
any  auto  sales-and-earnings  battle, 
GM  is  going  to  be  hurt  the  least.) 

Since  the  competitive  outlook  in 
1970  is  for  more  of  the  same,  it  might 
seem  that  the  Big  Three  would  plan 
to  produce  more  of  their  own  parts. 
But  that  is  not  easy.  Some  parts  or 
accessories  are  so  complicated,  or  are 
chosen  by  so  few  car  buyers,  that  it 
would  be  uneconomic  for  any  one  of 
the  Big  Three  to  tool  up  to  produce 
them.  And  even  on  simpler,  large- 
volume  items  there  are  advantages  to 
having  a  percentage  made  outside:  It 
avoids  total  shutdown  in  case  of  a 
strike;  and  if  car  sales  dip,  the  out- 
side supplier  can  be  cut  off  to  keep 
the  automaker's  own  parts  plant  run- 
ning full. 

There  is  also  another  advantage 
that  the  automakers  do  not  like  to 
admit.  Over  the  years,  many — per- 
haps most — of  the  engineering  ad- 
vances have  originated  with  outside 
suppliers,  from  the  first  hydraulic 
brakes  to  the  latest  antiskid  devices. 
"The  only  reason  for  keeping  us," 
says  the  president  of  one  large  sup- 
plier, "is  for  our  engineering  contribu- 
tion. By  concentrating  in  a  small  area, 
we  can  sometimes  come  up  with  a 
better  mousetrap." 

Of  course,  the  danger  is  still  there 
that  a  parts  maker  can  be  cut  off 
suddenly  by  one  of  his  big  customers. 
That  is  one  reason  why  the  parts 
makers  have  diversified  and  why  they 
spend  so  much  on  R&D.  But  the  fig- 
ures suggest  that  the  auto  parts  mak- 
ers have  adjusted  to  the  realities  of 
their  world  at  least  as  successfully  as 
the  carmakers  have  to  theirs.  ■ 
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Maybe  someday 

the  other  guys  will  have 
a  guaranteed, 

million  dollar 
reservation  system 

like  Max. 


When  the  other  guys  reserve  a  car  for  you, 
they  assume  it'll  be  there.  National  knows. 
Because  right  now— today — National  has  Max, 
a  million  dollar  computer'. 

Max  knows  the  whereabouts  of  every 
car  in  our  fleet.  When  you  call  us 
toll-free  at  800-328-4567,  Max  tells  US 
instantly  what's  available  so  we  can 
guarantee  your  reservation. 
Max  isn't  the  only  difference,  either. 
National  has  GM  cars.  S&H  Green  Stamps 
and  a  trusting  nature  that  prompts 
them  to  accept  any  recognized  credit  card 
at  any  of  their  1800  locations. 
Maybe  someday  the  other  guys  will  have 
all  of  those  things.  But  why  wait?  National 
guarantees  your  reservations  now! 


NATIONAL 

CAR  RENTAL 


We  make  the  customer  No.  1. 
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If  at  First  You  Don't  Succeed .  - .  Conglomerate 

That,  Union  Tank  Car  management  figures,  is  the  surest  way  to  stay  independent.  But  is  it? 


You've  cot  a  business,  and  it's  a  good 
business,  with  a  nice  cash  flow,  but 
it  doesn't  have  exciting  growth  left  in 
it.  Your  stock  is  selling  at  only  about 
six  times  cash  flow,  and  you  have 
a  pretty  conservative  balance  sheet, 
which  makes  you  an  attractive  take- 
over target.  Several  acquisitors  al- 
ready have  knocked  at  your  door. 

So  what  do  you  do?  Well,  you  could 
search  for  ways  to  put  your  capital 
and  knowhow  to  work  in  new  and 
imaginative  ways.  Or  you  could  do  the 
obvious  and  stay  independent  by  try- 
ing to  become  a  conglomerate. 

Union  Tank  Car,  faced  with  the 
above  choices,  decided  to  conglom- 
erate. A  major  attraction  of  con- 
glomeration is  that  it  preserves  jobs 
and  privileges  for  management.  The 
problem  is  that  conglomeration  is  a 
difficult  art  (see  "Comic  Conglom- 
erates," p.  50).  Besides,  there  may 
be  bigger  fish  around  waiting  to  con- 
glomerate you. 

Union  Tank  President  J.  W.  Van 
Gorkom  bought  just  about  everything 
he  could  lay  his  hands  on,  none  of  it 
very  big:  Credit  bureaus  in  Chicago 
and  St.  Louis,  a  California  land  de- 
velopment company,  two  more  water 
and  waste  treatment  companies  to  add 
to  the  three  he  inherited  from  his 
predecessor;  and  two  industrial  fasten- 
er firms.  Did  this  mishmash  offer  real 
hope  of  synergism?  No.  But  it  did  offer 
a  way  to  get  bigger  and  maybe  get 
some  extra  earnings.  Fast. 

Van  Gorkom  also  went  to  work  on 
the  company's  image.  Never  mind  that 
tank-car  leasing  still  accounted  for 
80';  of  the  profit;  the  name  was  too 
raiboad-y.  Besides,  it  reminded  people 
that  Union  Tank  had  gone  conglom- 
erate once  before  (in  the  early  Sixties) 
and  fallen  flat  on  its  face.  So  earlier 
this  year,  Union  Tank  became  Trans 
Union  Corp. 

As  things  now  stand,  Van  Gorkom 
still  has  his  $125,000-a-year  job,  and 
Union  Tank  has  a  new  name,  its  in- 
dependence and  a  lot  of  miscellane- 
ous acquisitions. 

But  Van  Gorkom  has  little  to  show 


for  all  the  frenetic  activity  of  name- 
changing  and  acquiring.  Earnings  are 
stuck  where  they  were  in  1967,  the 
new  acquisitions  are  not  contributing 
much  to  net,  and  profits  in  the  back- 
bone business,  car  leasing,  are  starting 
to  slip.  Van  Gorkom  expects  a  small 
decline  in  earnings  this  year  (from 
1968  earnings  of  $17.2  million  on 
$157  million  in  sales).  When  he  told 
a  group  of  Chicago  security  analysts 
about  it  last  month,  the  stock  promptly 
dropped  five  points  (it  was  recently 
29,  a  decline  of  almost  20  points  from 
last  year's  high). 

Van  Gorkom  insists  the  slippage  is 
temporary.  New  tank  cars  are  being 
added  to  his  52,000-car  fleet  at  a  fast 
rate,  and  under  Trans  Union  account- 
ing methods,  he  says,  income  from  a 


Broaden  That  Base.  An  off- 
shoot of  the  old  Standard  Oil 
Trust,  Union  Tank  now  leases 
cars  for  many  uses  besides 
petroleum.  But  outside  the 
leasing  business,  President 
Van  Gorkom  found  the  pick- 
ings   few    and    far    between. 


car  is  at  its  lowest  in  its  first  year  of, 
life,  and  then  builds  from  there. 

Also  on  the  plus  side,  long-term 
leasing  arrangements  make  TU  rela- 
tively impervious  to  cyclical  swings  in 
traffic  volume. 

-  But  there's  another  side  to  the 
story.  The  Association  of  American 
Bailroads  is  balloting  member  roads 
on  banning  all  cars  over  50  years 
old— and  TU  has  8,000  cars  in  that 
category,  far  more  than  other  lessors. 

The  anticipated  boom  in  water  pol- 
lution equipment  has  still  not  come; 
the  credit  bureau  expansion  is  con- 
tingent on  getting  compatible  data 
processing  systems  with  other  bureaus; 
land  acquisitions  are  expensive  and 
won't  add  much  to  earnings  for  a  long 
time.  In  the  meantime,  Van  Gorkom 
admits  that  high  interest  rates  are 
hurting.  TU  goes  into  the  market 
every  year  for  financing,  and  accord- 
ing to  one  source  at  the  company, 
"We're   getting   clobbered." 

With  all  this,  Van  Gorkom  still  has 
to  keep  looking  over  his  shoulder  for 
takeover  artists.  His  official  line  is: 
"We  do  not  wish  to  be  acquired.  We 
can  best  serve  our  shareholders  by 
maintaining  our  independence."  But 
a  year  ago  he  was  in  talks  with  Lit- 
ton Industries,  and  a  deal  narrowly 
missed  coming  off  (too-early  publicity 
and  dissension  on  his  board  reportedly 
scotched  the  deal).  Then  Greyhound 
acquired  225,000  shares  (2.5%  of  the 
total  common)  and  made  a  prelimi- 
nary offer.  Van  Gorkom  turned  it 
down,  and  Greyhound  President  Ger- 
ald Trautman  says:  "tye're  holding  it 
now  purely  as  an  investment."  It  re- 
mains the  largest  single  block  of 
stock. 

Earlier  this  year,  Van  Gorkom  tried 
to  pull  oft  what  he  called  a  "merger 
of  equals"  and  talked  to  Brunswick 
Coip.  But  a  group  of  mutual  funds 
with  important  Brunswick  holdings 
blocked  that  deal. 

What  does  it  all  add  up  to?  Es- 
sentially, that  a  tank  car  is  still  a  tank 
car,  and  that  a  small  conglomerate  is 
a  hard  show  to  run.  ■ 


When  you  stay  at  a  Hilton, 
you're  only  a  few  blocks  away 
from  fine  restaurants. 

Or  a  few  floors. 

Before  we  put  the  Hilton  name  on  a  hotel,  we  make  sure 
it  —  and  you  —  will  be  right  in  the  middle  of  things.  Near 
the  theaters.  Near  the  businesses.  Near  the  nightclubs. 
And  near  the  "in"  restaurants. 
Then,  we  go  one  step  further.  We  figure  you  shouldn't 
have  to  go  out  to  go  out.  So  there's  the  world-renowned 
L'Escoffier  Restaurant  at  the  Beverly  Hilton  in  Los  An- 
geles. And  the  elegant  Empire  Room,  plus  Peacock  Alley, 
at  the  Waldorf-Astoria.  And  six  exotic  Trader  Vic's  at  various  Hiltons  around 
the  country.  With  more  to  come. 

You  might  wonder  about  the  smaller,  less  famous  Hiltons.  You  might  be 
surprised.  Try  the  Snuggery  Bar  at  the  Hilton  Inn  in  Tarrytown,  N.  Y.,  or  the 
Mai  Tai  Bar  (which  looks  like  it  sounds) 
at  the  Hilton  Inn  in  San  Diego.  Try  any 
Hilton,  big  or  small,  just  for  the  fun  of  it. 
One  of  the  few  things  every  Hilton  has  in 
common  is  this  idea  about  being  fun,  com- 
plete, alive.  Our  attitude  about  personal 
service  being  all  important  is  an- 
other. Or  maybe  it's  all 
part  of  the  same  thing. 
The  Hilton 
thing. 


Call  the  Hilton  Reservation  Service  in  your  City. 


The  friendly  world  of 

Hilton 
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This  entire 

^conglomerate" 

is  built  like  a  Mack  Truck 

Through  a  New  York  bank,  Signal  learned 
that  Mack  Trucks  was  under  pressure  from  the  outside 
and  was  interested  in  a  friendly  merger  that  would 
allow  maximum  autonomy. 

Signal  was  interested,  too,  and  a  week  later 
the  merger  agreement  was  announced. 

Mack  still  has  its  own  board  of  directors. 

Zenon  Hansen,  still  Chairman  and  President 
of  Mack,  is  now  on  both  the  Signal  Board  and 
Executive  Committee. 

Since  the  merger  in  1967,  Mack  has  captured 
almost  half  of  the  export-market  in  heavy  duty  trucks. 

All  Mack  plants  and  subsidiaries  are  profitable. 

In  fact,  Mack  sales  have  doubled 
in  the  past  four  years. 

This  kind  of  growth  took  the  right  people 
with  imagination,  cooperation  and  enthusiasm. 

That  kind  of  stuff  is  contagious 
and  The  Signal  Companies  have  all  caught  it. 

The  Signal  Companies  MK 
are  all  doing  well,  thank  you.  ^  " 

I  Oil  and  Gas  Company,  The  Garrett  Corporation,  Mack  Trucks,  Inc., 

I  Equities  Company,  Dunham-Bush,  Inc.,  Signal  Properties,  Inc.,  Signal  Investment  Company 


Theyre  picking  up  sticks 
that  weigh  more  than  a  ton 


Near  Snoqualmie  Falls,  Washington, 
there's  a  tall  tree  with  your  name  on  it — 
ready  to  be  cut  into  lumber  for  new 
four-bedroom  houses,  family  room  ad- 
ditions and  a  thousand  other  uses. 

Pacific  Northwest  forests  of  Douglas 
fir,  hemlock  and  other  species  supply  a 
major  share  of  our  lumber  and  paper 
raw  materials. 

In  1968,  for  example,  the  construc- 
tion industry  nailed  down  35.1  billion 
board  feet  of  softwood  lumber — enough 
to  build  a  city  the  size  of  Chicago. 


Mobile  yarder  equipped  with 

Clark  planetary  drive  axles  and 

converter/power-shift 

transmission  pulls  heavy  saw  logs 

up  the  mountain. 


You'd  think  the  supply  would  run  out. 
But  scientific  reforestation  assures  fas- 
ter, healthier  tree  growth  for  genera- 
tions to  come. 

Cut,  drag,  load,  haul 

Moving  heavy  logs  from  mountain- 
side to  sawmill  is  no  job  for  weaklings. 
It  takes  hefty  machines  like  this  Wash- 
ington interlocking  mobile  yarder. 
Equipped  with  a  Clark  power  train — 
heavy-duty  drive  axles  and  power-shift 
transmission — the  yarder  has  plenty  of 


traction  for  climbing  rugged  mountain 
roads,  plenty  of  muscle  for  pulling  logs 
from  mature  timber  out  of  the  woods. 
From  its  110-foot  spar,  cables  reach  out 
to  yard  the  felled  timber  which  is  then 
loaded  onto  trucks. 

This  is  the  kind  of  help  logging  men 
expect  from  Clark.  The  same  company 
that  builds  earthmoving  equipment, 
axles  and  transmissions,  lift  trucks, 
truck  trailers  and  commercial  refrigera- 
tion equipment.  Clark  Equipment  Com- 
pany, Buchanan,  Michigan  49107. 


Is  everybody  crazy?  Even  with  the 
demand  for  entertainment  and  the 
money  to  pay  for  it  apparently  inex- 
haustible, three  of  the  six  major  motion- 
picture  companies  are  deep  in  the  red. 
The  fourth  is  managing  to  show  a 
profit  not  from  movies  but  from  its 
record  division.  The  fifth  consistently 
loses  money  on  its  movies,  its  profits 
come  primarily  from  grinding  out 
television  programs.  The  sixth  kept 
itself  looking  healthy  for  years  only 
by  leasing  old  movies  to  TV;  it  then 
had  two  good  years  at  the  box  office, 
but  earnings  are  sinking  again. 

In  the  midst  of  the  greatest  eco- 
nomic boom  in  history,  these  six  com- 
panies, as  a  group,  have  been  losing 
money  on  movie-making  year  in,  year 
out.  The  losses  have  been  far  worse, 
in  fact,  than  several  of  the  companies 
have  yet  admitted,  because  it's  stan- 
dard operating  procedure  in  Holly- 
wood for  a  company  to  carry  on  its 
books,  at  cost,  huge  inventories  on 
which  it  knows  it  has  lost  millions. 

Is  everybody  crazy?  If  not,  then 
why  does  everybody  seem  to  want  to 
get  into  the  motion -picture  business? 
No  sooner  did  two  giant  companies, 
Distillers  Corp. -Seagrams  and  Time 
Inc.,  buy  control  of  Metro-Goldwyn- 
N  layer  than  Kirk  Kerkorian,  the  Las 
Vegas  Midas,  wrested  control  from 
them  at  a  cost  of  more  than  $70  mil- 
lion. At  a  time  when  Paramount  Pic- 
tures was  practically  dead.  Gulf  & 
Western  moved  in  and  purchased  the 
company.  Kinney  National  Service  has 
acquired  Warner  Bros. -Seven  Arts. 

On  a  smaller  scale,  Transamerica 
now  owns  United  Artists,  and  Avco 
Corp.,  Embassy  Pictures,  neither  of 
them  majors. 

The  Reason   Why 

Nobody  is  crazy.  For  all  that  it 
loses  money,  the  motion-picture  in- 
dustry has  enormous  assets;  even  more 
important,  it  has  enormous  potential- 
ities. The  assets  consist  of  millions  of 
dollars  worth  of  real  estate,  which 
.today  serves  no  function  except  to 
drain  off  revenues  but  which,  prop- 
erly exploited,  could  bring  in  enor- 
mous profits.  The  assets  also  consist  of 
thousands  of  copyrights — copyrights 
on  plays,  books,  old  movies,  music. 
Given  the  voracious  appetite  for  en- 
tertainment, given  such  developments 
as  sound  cartridges  and  video  cart- 
ridges, given  the  fact  that  pay-TV 
could  vet  come  in  and  that  three- 
dimensional  home  movies  are  only  a 
few  years  away,  no  one  can  even 
begin  to  estimate  the  potential  value  • 
of  these  copyrights. 

Then  why  does  the  industry  keep 
losing  money?  For  a  simple  reason: 
A  major  part  of  the  industry  is  still 
in  the  hands  of  the  heirs  of  the  old- 
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The  Last  Days  of  Baby/on? 


Moviemaking  could  be  quite  a  business 
if  only  it  would  stop 
being  Hollywood. 


The  Irony:  A  $10-million  movie  .  .  . 

timers,  men  who  still  are  living  in  the 
Twenties,  in  the  days  of  Mary  Pick- 
ford  and  Cecil  B.  De  Mille,  men  who 
have  failed  to  adjust  to  a  changing 
world,  failed  economically,  technolog- 
ically, artistically  and  in  every  other 
way.  In  some  cases,  the  men  who  are 
taking  over  from  them  may  do  just 
as  badly  as  they  have — Gulf  &  West- 
ern has  made  all  the  mistakes  at 
Paramount  that  previous  manage- 
ments did,  and  the  company  is  wal- 
lowing in  red  ink — but  the  opportun- 
ities for  success  are  there. 

To  understand  why,  first  take  a 
look  at  the  situation  the  six  majors 
are  in,  then  at  the  reasons  for  it.  The 
reasons  practically  spell  out  how  the 
motion-picture  industry  can  become  a 
money-maker  again. 

The  situation: 

•  This  year  M-G-M  admitted  what 
everyone  knew:  It  had  to  write  down 
S45  million  of  film  "assets."  This,  plus 
lower  revenues,  means  a  pretax  loss 
of    at    least    S25    million— which    the 


recent  hiring  of  James  T.  Aubrey  Jr. 
(the  one-time  "Smiling  Cobra"  of 
CBS)  as  new  CEO  will  not  avoid. 

•  In  the  first  six  months  of  the 
year,  20th  Century-Fox  had  a  pretax 
loss  of  $29.8  million  and  a  loss  after 
tax  credits  of  $15.6  million.  To  offset 
this,  in  part,  the  company  had  to  dis- 
pose of  its  African  theater  properties 
— but  worse  is  still  to  come.  Last  June 
30,  20th  Century-Fox's  movie  prop- 
erty inventories  totaled  more  than 
$300  million,  177%  of  sales  for  the 
preceding  12  months,  and  every- 
one in  Hollywood  who  follows  the 
box-office  reports  knows  the  com- 
pany's inventories  are  not  worth 
nearly  as  much  as  what  they're  listed 
at;  the  company  has  been  producing 
one   expensive   turkey   after   another. 

•  Since  Paramount  is  part  of  a 
conglomerate,  no  outsider  can  even 
guess  what  its  true  situation  is.  But 
Charles  Bluhdom,  chairman  of  G&W, 
has  admitted  to  his  stockholders  that 
it  lost  money  in  the  fiscal  year  ended 
July  31. 

•  New  movies  provide  only  about 
20%  of  MCA  Inc.'s  revenues,  and 
MCA  is  the  best  run  and  most  busi- 
ness-like of  the  major  movie-makers. 
Nevertheless,  earnings  after  taxes 
dropped  from  $16.6  million  in  1967 
to  $13.5  million  in  1968,  and  they 
dropped  another  12%  in  the  first  half 
of  this  year.  The  reason:  MCA's 
movie-making  subsidiary,  Universal 
Pictures,  is  losing  money,  most  dra- 
matically this  year  with  Sweet  Charity. 

•  Of  all  the  majors,  only  Columbia 
Pictures  has  been  doing  reasonably 
well  at  the  box  office.  Fiscal  1968 
was  Columbia's  best  year  in  history: 
but  the  handwriting  is  already  on  the 
wall.  In  fiscal  1969  revenues  fell 
17.9%  to  $206.2  million  and  earnings 
7.6%  to  $5.9  million;  and  earnings 
are  expected  to  fall  even  further  in 
fiscal  1970. 

There  was  a  time  when  the  majors 
could  bury  losses  at  the  box  office 
by    making    fat    deals    to    lease    old 


movies  to  TV.  No  matter  which  ex- 
ecutive of  what  company  a  reporter 
interviewed,  he  always  received  the 
same  answer:  "We  consider  television 
an  extension  of  the  box  office."  The 
movie  executives  were  fond  of  noting 
that  in  less  than  eight  years  the  price 
the  networks  were  willing  to  pay  for 
a  feature  film  had  jumped  from  about 
$100,000  to  more  than  $1  million. 

The  Fading  TV  Screen 

All  they  overlooked  was  this:  There 
are  only  24  hours  in  a  day  and  only 
seven  days  in  a  week,  and,  what  is 
more,  the  networks  aren't  about  to 
pay  $1  million  for  a  movie  unless 
they  can  show  it  during  prime  time. 
This  means  they  can  show  only  seven 
new  (for  TV)  features  a  week. 

Obvious?  It  wasn't  obvious  to  Hol- 
lywood. 

The  networks'  demand  for  movies 
was  so  great  that  Hollywood  could 
not  restrain  its  greed.  The  majors  not 
only  demanded  high  prices  for  the 
films;  they  also  forced  the  networks 
to  lease  so-so  films  in  order  to  get  the 
blockbusters.  The  result  is  that  all 
three  networks  now  have  at  least  a 
three-year  backlog,  so  they  now  are 
in  the  driver's  seat.  They  not  only 
have  been  able  to  drive  the  price  of 
features  down  to  $750,000  and  less; 
they've  become  picky-and-choosy.  Co- 
lumbia's movie-leasing  subsidiary, 
Screen  Gems,  hasn't  made  a  deal  in 
a  year.  Nor  has  Paramount.  20th 
Century-Fox's  revenues  from  old  mov- 
ies in  the  first  half  of  this  year  fell  to 
$305,000  from  $6.7  million  the  year 
before.  And  Barry  Diller,  a  vice  pres- 
ident of  ABC,  predicted  recently  that 
in  a  few  more  years  the  networks 
would  succeed  in  knocking  the  price 
of  features  down  to  $500,000. 

The  irony  of  the  situation  is  this: 
While  the  movie  companies  have  been 
wallowing  in  red  ink,  they  have  been 
making  fortunes  for  others — for  the 
independent  producers,  the  directors, 
the  stars,   the  movie-theater  owners. 


plays  *o  empty  seats,  while  a  low-budget  bore,  I  Am  Curious  (Yellow),  packs  in  the  customers. 


National  Electric  Trenchduct  puts  power  where  the  people  are 

Trenchduct  provides  a  versatile  and  flexible  distribution  system  for  power,  signal, 
and  communication  circuits— for  the  life  of  the  building  and  for  future  require- 
ments. Phones  and  electrical  equipment  can  be  added  or  moved  in  minutes  through 
complete  accessibility  to  circuits.  Porter  also  designs  pipe  fittings,  concrete  re- 
inforcing bars,  conveyor  belting,  and  77  other  fine  products  for  construction. 
Write  H.  K.  Porter  Company,  Inc.,  Pittsburgh,  Pa. 
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There's  no  lack  of  demand  for  movies, 
and  people  are  willing  to  pay  high 
prices  to  see  them,  $2,  $3  and  even 
more.  Box-office  receipts,  which  went 
into  a  15-year  decline  in  1948  when 
television  came  in,  have  been  rising 
ever  since.  And  new  movie  theaters 
are  springing  up  all  over  the  country. 
They  are  not  the  palaces  of  the  Twen- 
ties but  minitheaters  with  as  few  as 
350  or  400  seats.  They  are  so  highly 
automated  they  can  be  ran  by  a  man 
and  his  wife,  the  man  operating  the 
projection  machine,  the  wife  selling 
tickets  and  candy.  They  don't  require 
the  vast  staffs  of  the  old  movie  pal- 
aces, union  projectionists,  ushers,  tic- 
ket-takers. 

Now  for  the  reasons  why  such  a 
thing  can  happen,  why  the  movie  in- 
dustry can't  make  money  at  a  time 
when  people  are  willing  to  pay  $3 
to  see  a  picture: 

It  was  stated  quite  simply  recently 
by  Darryl  Zanuck,  the  67-year-old 
chairman  of  20th  Century-Fox. 
"Things  haven't  changed  since  I  was 
a  beginner  in  films,"  he  said. 

What  he  means  is  that  Hollywood 
hasn't  changed  despite  all  the  changes 
that  have  taken  place  in  the  economics 
of  the  industry. 

When  Zanuck  was  beginning  in  films, 
all  the  major  studios  maintained  huge 
plants,  which  they  were  able  to  oper- 
ate at  capacity.  They  still  have  the 
plants,  although,  except  for  MCA, 
they  have  little  use  for  them.  MCA 
keeps  Universal  City  busy — making 
television  programs.  The  others?  As 
this  is  written,  Warners  is  shooting  ex- 
actly one  picture  on  its  lot,  Nobody 
Loves  Flapping  Eagle.  Columbia, 
none.  20th  Century-Fox,  one:  Myra 
Bii  M-G-M,     two:     Straw- 

herry  Statement  and  Moonshine  War. 
Paramount,  none. 

A   Waste  of  Money 

These  studios  represent  an  enor- 
mous investment,  hundreds  of  millions 
of  dollars.  The  cost  of  maintaining 
them  varies,  of  course,  on  the  size  of 
the  plant,  but,  according  to  a  recent 
estimate  in  Variety,  it  n  here 

from  $5  million  to  $13  million  annu- 
ally. Obviously,  the  land  could  be  put 
to  more  productive  use  than  not  mak- 
ing pictures  or  making  just  one.  V 
Ham  Zeckendorf  and  Alcoa  showed 
Hollywood  how  several  years  ago: 
They  built  a  spectacular  and  highly 
profitable  real-estate  developm 
Century  City,  on  land  in  the  heart  of 
Beverly  Hills  that  once  was  pari  of  the 
20th  Century-Fox  lot. 

The  studios  are  necessary  tor  cer- 
tain types  of  pictures.  It  would  be 
impossible  to  shoot  a  My  Fair  Lady 
except  in  a  studio.  However,  the  vast 


68 


The  Old  Breed:  Darryl  Zanuck  .  .  . 

majority  of  pictures  can  be  made 
anywhere — and  they  are.  While  the 
Columbia  plant  stands  idle,  Columbia 
is  shooting  An  Exile  in  Tennessee  and 
Pursuit  of  Happiness  in  New  York. 

The  movie  executives  are  not  un- 
aware of  the  sheer  waste  of  maintain- 
ing expensive  plants  that  often  stand 
idle,  and  they  have  talked  for  years 
about  sharing  facilities.  They  have 
looked  with  envy  on  United  Artists, 
which  does  not  have  a  studio  of  its 
own  but  lets  its  producers  rent  studios 
wherever  they  can  find  them  any- 
where in  the  world.  UA  has  never 
had  a  losing  year  except  for  one 
that  it  could  have  turned  into  a  seem- 
ingly profitable  year  by  a  bit  of  arith- 
metic. Several  years  ago,  M-G-M,  20th 
Century-Fox  and  Columbia  explored 
the  possibility  of  building  a  plant 
that  they  could  use  jointly,  but 
nothing  came  of  the  discussions.  Says 
Thomas  M.  Pryor,  a  Hollywood  cor- 
respondent of  Variety:  "It  was  just  too 

.  .  .  and  the  new:  Francis  Coppola 


practical  an  idea  to  be  implemented." 
Hollywood's  distribution  system 
also  is  a  relic  of  the  Twenties.  On 
this,  Howard  Kreitsak,  a  former  news- 
paper reporter  who  became  an  inde-  , 
pendent  producer,  has  a  good  deal  to 
say:  "The  major  studios  today  have 
30-odd  exchanges  across  the  U.S.  still 
set  to  sell  movies  the  way  it  was  done 
in  the  days  of  the  nickelodeon — sell- 
ing a  movie  to  a  theater  owner  by 
running  it  off  for  him.  In  this  day 
of  instant  communication,  every  owner 
in  the  country  knows  what  you've  got 
or  haven't  got.  When  a  Midnight 
Coivboy  hits,  everyone  knows  about 
it.  Distribution  could  be  done  through 
two  or  three  exchanges  to  handle 
shipping  and  trafficking  and  the  mak- 
ing of  deals." 

Stars  Don't  Sell  Tickets 

One  of  the  strangest  hangovers  from 
the  Twenties  is  the  star  system,  which 
applies  to  producers  and  directors  as 
well  as  to  actors  and  actresses.  If  they 
are  names,  they  receive  breathtaking 
compensation,  not  only  in  the  form 
of  salaries  but,  even  more,  in  a  per- 
centage  of  the   gross   or   the  profits. 

Now,  it  may  be  that  stars  once  sold 
pictures.  And  it  may  be  that,  in  the 
past,  there  were  producers  and  direc- 
tors with  a  magic  touch.  Stars  do  not 
sell  pictures  today,  and,  more  often 
than  not,  the  bigger  the  producer  and 
director,  the  bigger  the  flop.  The 
Shoes  of  the  Fisherman  had  Anthony 
Quinn,  Vittorio  De  Sica,  Sir  John  Giel- 
gud  and  Sir  Laurence  Olivier  in  the 
cast.  It  was  a  disaster  at  the  box  office. 
Star!,  with  Julie  Andrews,  was  an- 
other disaster.  As  Steve  McQueen, 
named  this  year's  Star  of  the  Year  by 
the  National  Association  of  Theater 
Owners,  says:  "Stars  sell  tickets  only 
when  they're  in  good  pictures."  Mc- 
Queen has  a  production  company  of 
his  own,  Solar  Productions,  whose 
first  film  was  the  highly  successful 
Bullitt.  Solar,  together  with  another 
small  company,  Cinema  Center  Films, 
is  now  shooting  Adam  at  6  a.  m., 
a  picture  with  no  stars,  in  which  the 
cinematographer,  the  writers,  the  di- 
rector and  the  leading  lady  are  all 
making  their  first  feature  film.  The 
budget:  $1.4  million,  a  sharp  contrast, 
with,  say,  Catch-22,  which  Mike 
Nichols  made  for  Paramount  at  a  cost 
estimated  at  more  than  $11  million. 

Catch-22  is  a  fine  example  of 
another  Hollywood  hangover  from  the 
Twenties:  The  complete  disdain  for 
budgets.  Mention  cost-control  to  any 
Hollywood  mogul  and  he'll  insist  that 
he  practices  it  religiously.  In  fact, 
once  they  start  shooting  a  picture,  the 
movie-makers  frequently  go  berserk. 
Catch-22  originally  was  budgeted  at 
(Continued  on  page  73) 
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The  landscape  is  a  brief  respite  from  business  that  we  hope  you  might  like  to  share 
with  some  friends.  It  has  been  selected  from  the  Forbes  Collection  for  the  card  that  will 
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Forbes  Gift  Rates 


Three  or  more  1-year  subscriptions,  $6  each 
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This  train 

just  made  the 

Cincinnati -Atlanta  run 

in  51  seconds  flat. 


What  it  taught  us  will  help  you. 

That51-second  run,  aimed  at  lowering  costs  and 
speeding  up  service,  was  made  on  one  of  our 
computers. 

Simulated  train  runs  point  to  the  most  effec- 
tive way  to  move  a  particular  train.  How  many 
cars  should  it  have?  What  kinds?  How  many  loco- 
motives? How  much  fuel?  Answers  take  into  ac- 
count roadbed  and  route  information  such  as 
speed  limits  and  number  of  stops  -  everything 
that  affects  the  run. 

This  is  j ust  one  way  we  use  our  computer  com- 
plex, the  industry's  largest,  to  boost  efficiency 
.  .  .  to  help  you  squeeze  more  waste 
out  of  distribution.  Southern  Railway 
System,  Washington,  D.C. 


IOOK  AHCAO  lOOK  SOUTH 


I 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


1,000,000  Shares 

Pennsylvania  Power  &  Light  Company 


Common  Stock 

(without  nominal  or  par  value) 


Price  $25  per  Share 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Harriman  Ripley 

INCORPORATED 


The  First  Boston  Corporation 


Blyth  &Co.,  Inc.         Eastman  Dillon,  Union  Securities  &  Co.         Glore  Forgan,Wm.  R.  Staats  Inc. 
Goldman,  Sachs  &  Co.  Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

INCORPORATED 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

INCORPORATED 


Paine,  Webber,  Jackson  &  Curtis 


Salomon  Brothers  &  Hutzler       Smith,  Barney  &  Co.       Stone  &  Webster  Securities  Corporation 

INCORPORATED 


Wertheim&Co. 


White,  Weld  &  Co. 


Dean  Witter  &  Co. 

INCORPORATED 


Paribas  Corporation 


Bache&Co.     Bear,  Stearns  &  Co.    A.  G.Becker  &  Co.    Clark,  Dodge  &  Co.     Dominick&Domink  k, 

INCORPORATED  INCORPORATED  INCORPORATED  INCORPORATED 

Equitable  Securities,  Morton  &  Co.         Goodbody  &  Co.         Hallgarten  &  Co.         Hayden,  Stone 

INCORPORATED  INCORPORATED 

E.  F.  Hutton  &  Company  Inc.    w.  E.  Hutton  &  Co.    Ladenburg.Thalmann  &  Co.    F.  S.  Moseley  &  Co. 


R.  W.  Pressprich  &  Co.         Reynolds*  Co.         L.  F.  Rothschild  &  Co.         Shearson,Hammill&Co. 

INCORPORATED  INCORPORATED 


Shields  &  l  omp any 

INCORPORATED 

October  8, 1969 


G.  H.Walker  &  Co. 

INCORPORATED 


Walston&Co.,Inc. 


(Continued  from  page  68) 
$7  million.  The  cost  just  kept  climb- 
ing. As  a  rule  of  thumb,  a  picture 
must  gross  2h  times  its  production  cost 
before  it  can  start  showing  a  profit. 
At  Sll  million,  Catch-22  will  have  to 
gross  nearly  $30  million.  Maybe  it 
can.  Pictures  do.  Sound  of  Music 
brought  in  $135  million;  The  Gradu- 
ate.  $104  million.  However,  counting 
on  returns  like  this  is  the  same  as 
betting  the  long  shots  at  Santa  Anita. 

Holh'wood  developed  its  present 
way  of  doing  things  at  a  time  when 
movies  did  not  have  to  compete  with 
television,  when  the  movie  companies 
owned  their  own  theaters  and,  most 
of  all,  when  movies  were  the  form  of 
family  entertainment.  Hollywood  knew 
how  to  make  pictures  that  appealed 
to  people  who  went  to  tlie  movies. 
Moreover,  it  was  quite  possible  to 
disregard  costs  and  still  make  money, 
since  most  pictures  were  made  for  the 
mass  market. 

Today,  people  don't  go  to  the  mov- 
ies; they  go  to  a  movie.  Most  movies 
draw  a  very  special  audience.  Only  an 
occasional  movie  like  True  Grit,  with 
John  Wayne,  and  /  Am  Curious  (Yel- 
low) seems  to  have  an  attraction  for 
young  and  middle-aged  alike — and  no 
two  movies  could  be  more  different. 
Strange  things  happen.  A  couple  of 
years  ago,  Humphrey  Bogart  had  a 
wild  revival — in  college  towns.  Older 
people,  those  who  saw  the  Bogart  pic- 
tures when  they  came  out,  didn't  share 
the  enthusiasm  of  the  undergraduates, 
because  they  didn't  share  the  illusion 
of  having  "discovered  Bogie." 

The  college  Bogie  cult  proved  a 
favorite  saying  of  Lew  B.  YVasserman, 
president  of  MCA:  "There  are  no  old 
movies,  only  old  people." 

For  some  reason.  Midnight  Cowboy 
is  a  picture  young  people  will  see 
three  or  four  times.  Oliver?  It  evident- 
ly leaves  young  people  cold. 

Costs    vs.    Results 

The  fractionalization  of  the  audi- 
ence is  what  has  made  the  mini- 
theaters  so  successful.  They  don't  have 
to  show  movies  that  papa,  mama  and 
the  kids  all  want  to  see  in  order  to 
fill  the  house;  they  can  show  movies 
with  a  selected  appeal. 

Obviously,  movies  that  appeal  to 
special  audiences  must  be  made  in- 
expensively. They  cannot  possibly 
show  a  profit  if  they  cost  more  than 
$1.5  million;  ideally,  they  should  cost 
less  than  $1  million,  even  less  than 
$750,000. 

Yet,  apparently  though  sheer  habit, 
the  majors  keep  producing  movies  that 
cost  $3  million,  $5  million,  even  more. 
And  this  despite  the  fact  that,  as  Was- 
serman  puts  it,  "Historically,  in  the 
motion-picture   industry,   there  never 


has  been  any  direct  relationship  be- 
tween cost  and  the  result.  Many  times, 
in  the  careers  of  outstanding  people, 
their  least  expensive  film  has  been 
their  greatest  success."  There  are  in- 
numerable examples  of  this.  The  lat- 
est, of  course,  is  Easy  Rider,  but  the 
most  fantastic  case  proving  the  lack 
of  relationship  between  cost  and  re- 
sult is  Andy  Warhol's  underground 
movie,  The  Chelsea  Girls.  According 
to  Paul  Morrissey  of  Andy  Warhol 
Films  Inc.,  it  "cost  about  $2,000  to 
make."  Estimates  of  how  much  it 
brought  in  run  from  $500,000  to  $1 
million. 

Just  look  at  Variety's  list  of  the  top- 


realize  this:  Hollywood  originally  was 
organized  to  mass-produce  pictures 
for  a  mass  audience;  it  was,  in  effect, 
a  manufacturing  industry  with  con- 
trolled distribution.  Since  a  mass  au- 
dience no  longer  exists  except  for  a 
rare  movie,  Hollywood  must  now  make 
pictures   for   specialized   audiences. 

The  largest  of  the  specialized  au- 
diences is  the  youth  audience.  Holly- 
wood has  learned  that  it  just  doesn't 
know  how  to  make  pictures  that  ap- 
peal to  youth. 

Since  they  now  realize  their  own 
inability  to  produce  movies  that  ap- 
peal to  young  people,  the  majors  have 
begun  to  finance  those  who  apparently 


Midnight  Cowboy.  The  young  idolize  Jon  Voight  and  Dustin  Hoffman. 


grossing  pictures  in  the  month  of 
September:  Number  one  was  Mid- 
night Cowboy.  Estimated  cost:  $3.1 
million.  Two:  True  Grit.  Estimated 
cost:  $3.6  million.  Three:  Easy  Rider. 
Estimated  cost:  $375,000.  Four: 
Daddy's  Gone  A-Hunting.  Estimated 
cost:  $1.2  million.  Five:  Oliver.  Esti- 
mated cost:   $6  million. 

The  outlook  is  not  all  grim.  There 
is  clearly  an  audience  for  movies.  And 
the  movie  companies  at  last  are  talk- 
ing about  making  changes.  They  had 
better.  They  cannot  go  on  forever 
selling  off  assets  to  subsidize  waste 
and  outmoded  techniques. 

The  Silver  Lining 

Perhaps  the  most  encouraging  fact 
about  Hollywood  today  is  the  fact 
that  many  of  movie  moguls  realize 
they  must  shed  the  habits  of  the 
Twenties  or  else  go  the  way  of  the 
dinosaur.  Most  important  of  all  they 


know  how.  And  they  are  letting  them 
strictly  alone.  Columbia  put  up  the 
money  for  Dennis  Hopper  to  make 
Easy  Rider,  and  Columbia  execu- 
tives didn't  see  the  picture  until  it 
was  finished.  (When  they  did,  ac- 
cording to  one  eyewitness,  they 
paled.)  Universal  is  now  financing 
Hopper  to  produce  another  picture 
Says  Wasserman:  "He  will  make  his 
film  totally  away  from  the  studio."  In 
England,  columnist  John  Crosby  re- 
cently observed  the  shooting  of  a  pic- 
ture called  The  Revolutionary.  This 
is  being  made  by  two  25-year-olds 
with  the  backing  of  United  Artists.  It's 
about  a  college  student  who  wants 
to  overthrow  the  government,  by  vi- 
olence if  necessary. 

Warners  is  backing  30-year-old 
Francis  Ford  Coppola,  who  has  con- 
verted an  old  San  Francisco  ware- 
house into  what  he  calls  a  "film  fa- 
cility." It  has  no  sound  stages.  Cop- 
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The  Underground:  Andy  Warhol's  sex-ridden  movies  draw  huge  crowds. 


i~  I:   .- 


The  Establishment:  Even  the  under-25s  have  been  flocking  to  True  Grit. 
The  Future?  Does  it  lie  with  independent  film-makers  like  Steve  McQueen? 


pola  doesn't  need  them.  Coppola 
moved  to  San  Francisco  because  he 
doesn't  like  anything  about  Hollywood 
— except  the  money. 

The  new  generation  makes  movies 
which  seem  almost  unstructured.  They 
use  techniques  which  are  almost  psy- 
chedelic— split  screens,  images  flash- 
ing on  and  oft,  images  that  just  stand 
on  the  screen  like  stills.  These  tech- 
niques were  developed  originally  by 
the  underground  movie-makers. 

Partly  because  they  are  so  fluid 
in  form  and  partly  because  modern 
equipment  makes  it  very  easy  to  shoot 
pictures,  the  new  movies  do  not  cost 
very  much  to  make.  The  company  that 
backs  them  is  risking  comparatively 
little.  The  potential  reward,  however, 
is  huge,  what  with  $3  admissions  and 
even  higher  prices  for  reserved  seats. 

In  all  probability,  this  is  the  shape 
of  the  future.  Except  for  an  occasional 
blockbuster,  the  majors  will  stop  mak- 
ing movies.  Instead,  they  will  back 
people  like  Dennis  Hopper  and  dis- 
tribute what  they  produce.  They  will 
all  become  more  or  less  like  United 
Artists.  Or  like  Avco's  subsidiary, 
Avco  Embassy  Pictures. 

Where   the   Opportunities   Lie 

This  does  not  mean  the  opportuni- 
ties for  the  majors  will  lie  entirely  in 
financing  and  distributing  pictures  for 
showing  in  theaters.  There  are  even 
greater  potentialities  in  the  field  of 
home  entertainment,  which  they've 
not  even  begun  to  exploit:  video  cart- 
ridges, for  example.  CBS,  RCA  and 
Sony  all  have  developed  them;  others 
are  working  on  them.  They  can  be 
played  on  a  television  set. 

Here  the  copyrights  the  majors  own 
will  become  especially  valuable.  Peo- 
ple will  be  able  to  buy  these  cart- 
ridges as  they  now  buy  books,  and 
replay  their  favorites,  as  they  now 
reread  their  favorite  books.  A  book 
can  make  money  even  if  it's  not  a 
best-seller.  The  same  can  be  true  of 
video   cartridges. 

The  development  of  video  cart- 
ridges also  will  open  up  a  great  mar- 
ket for  educational  movies. 

After  that  could  come  a  device 
that  would  enable  a  family  to  play 
a  video  cartridge  on  a  wall-sized 
screen.  And,  after  that,  holography — 
three-dimensional    movies. 

Nor  should  anyone  forget  what 
pay-TV  could  mean  for  the  motion- 
picture  companies.  The  networks  have 
the  upper  hand  now  in  bargaining 
with  the  movie  companies  for  old 
movies.  They  won't  if  pay-TV  or 
video   cartridges   come   in. 

"Hollywood"  could  thus  become 
a  great  and  profitable  industry  again. 
But  only  by  not  being  so  Hollywood.* 
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Transco, 

the  gas  transmission  company 

with  earnings  up  16  years  straight 


We  started  20  years  ago  as  one  company  with  one  service.  Nat- 
ural gas  transmission.  We  are  still  one  company  with  one  service. 
Natural  gas  transmission. 
But  we're  now: 

•A  $l-billion-plus  company  (with  a  new  plant  investment  ap- 
proaching half  a  billion  dollars  in  three  years). 

•A  corporation  with  59,000  shareowners. 

•A  pipeline  system  that  totals  more  than  8,500  miles.  From 
Texas  through  the  mushrooming  'Southeast  along  the  Atlantic  sea- 
board and  up  through  the  Northeast  megalopolis. 

By  pioneering  the  use  ot  large-diameter  pipe,  we've  been  able  to 
deliver  gas  at  the  lowest  rates  in  Transco's  marketing  areas :  The  dens- 
est population  area  in  the  U.  S.,  with  the  lowest  saturation  in  the  use 
of  gas. 

A  built-in  growth  potential.  For  Transco.  And  for  Transco's 
major  customers,  some  of  the  highest  rated  utility  companies  in 
the  country. 

Our  profitability  and  growth  records  are  among  the  best  in  the  indus- 
try. In  1968,  earnings  from  operations  rose  for  the  16th  straight  year. 
An  average  increase  of  12%  a  year  strictly  from  pipeline  operations. 


MILLIONS               NET  INCOME  FROM  OPERATIONS                               ] 

!    $37 

•      35 

33 

196B 

s 

31 

2S 

27 

25 

23 

21 

;       19 

17 

15 

13 

11 

S 

7 

1966 

1964 

1962 

I960 

1958 

1956 

19S4 

1952 

. .  ../•.  . 

Will  we  continue  to  grow  without  acquisitions  or  mergers? 

Transco's  President,  James  B.  Henderson: 

"Our  decisions  not  to  diversify  are  based  on  the  principle  that  we 
put  our  funds  to  work  where  they  will  do  the  most  good  for  our  stock- 
holders. If  we  see  an  opportunity  to  do  better  than  we  have  been 
able  to  do  in  the  .transportation  of  natural  gas,  we  will  consider  that 
proposal  seriously' and  without  prejudice." 

Transco,  the  gas  transmission  company  that  performs. 

Transcontinental  Gas  Pipe  Line  Corporation,  Houston,  Texas. 
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Faces  Behind  the  Figures 


Yankee,  Go  Home 

Chairman  Donald  C.  Burnham 
of  Westinghouse  Electric  is  an  out- 
standing executive  who  succeeded 
in  turning  WX  around  where  sev- 
eral predecessors  failed.  This  year, 
1969,  will  be  Burnham's  sixth  year 
at  the  helm  and  WX's  fifth  con- 
secutive year  of  record  earnings — 
in  contrast  to  the  declines  WX  ex- 
perienced before  he  took  over. 

Domestically,  Burnham  has  been 
as  amazing  as  the  New  York  Mets 
in  closing  GE's  commanding  lead 
in  the  huge  heavy  electrical  equip- 
ment business.  In  1961  WX  was  a 
poor  also-ran;  today  it  has  pulled 
almost  even  in  market  share,  largely 
due  to  a  brilliant  performance  in 


nuclear  power  plants. 

Overseas,  Burnham  tried  to  get 
ahead  of  GE.  WX  attempted  to 
buy  control  of  four  of  the  larg- 
est European  electrical  equipment 
makers.  He  was  blocked  by  the 
French.  So  he  appointed  a  French- 
man to  head  his  Westinghouse  Elec- 
tric Europe.  French  opposition  soft- 
ened. Suddenly,  the  U.S.  Depart- 
ment of  Justice  moved  against  in- 
vestments in  the  U.S.  by  British 
Petroleum  and  a  Dutch  salt  com- 
pany. That  strengthened  the  hands 
of  Europe's  opponents  of  the 
"American  Challenge."  Last  month, 
Jean  Bey,  president  of  the  Euro- 
pean Economic  Community,  op- 
posed WX,  and  that  could  kill  it, 
but  Burnham  is  still  hoping,  a 


Donald  C.  Burnham 


A  Real  Number  Four? 

All  that  remains  of  the  late 
Henry  Kaiser's  dream  of  revolu- 
tionizing the  auto  industry  is  To- 
ledo's Kaiser  Jeep  Corp.,  a  $477- 
million-a-year  producer  of  special- 
ty vehicles  which  operates  out  of 
old  Willys-Overland  and  Stude- 
baker  plants.  All  that  remains  of 
the  once-flourishing  U.S.  auto  in- 
dependents is  American  Motors 
Corp.,  an  amalgam  of  the  old 
Nash  and  Hudson  companies.  Last 
month  Kaiser  and  American  agreed 


to  join  forces  in  a  last-ditch  at- 
tempt to  establish  a  really  strong 
No.  Four  in  the  U.S.  auto  indus- 
try. The  merged  company  would 
have  had  sales  last  year  of  more 
than  $1.2  billion,  but  it  would 
have  been  able  to  show  only  mar- 
ginal earnings. 

The  planned  merger  comes  at 
a  time  when  Kaiser  is  flagging 
but  American  Motors  is  nicely 
holding  its  own  (  Forbes,  Oct.  1 ) . 
One  of  Kaiser's  problems  is  a  piti- 
fully weak  dealer  and  service  net- 
work; American's  is  much  stronger. 


Kaiser,  besides  bringing  to  the 
merger  its  famous  line  of  Jeep 
vehicles,  contributes  a  major  capa- 
bility in  the  military  vehicle  field. 
This  could  make  it  possible  for 
the  Government  to  help  keep 
American  prosperous  through  fa- 
voring it  with  military  orders.  Ed- 
gar Kaiser's  Kaiser  Industries  comes 
out  of  the  deal  as  American's  big- 
gest stockholder,  with  some  29% 
of  the  stock  to  be  outstanding 
after  the  merger,  but  American's 
able  chairman,  Roy  Chapin,  will 
run  the  auto  company.  ■ 


Edgar  Kaiser 


Roy  Chapin 
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One  Picture  is  Worth  .  .  . 

Nothing  if  not  methodical,  Hugh 
D.  Luke  took  two  years  titer  he 
became  president  in  1965  to  decide 
what  business  Cleveland's  Reliance 
Electric  Co.  ought  to  be  in.  It 
wasn't  enough,  he  decided,  to  sell 
industrial  hardware  alone,  mainly 
motors;  Reliance  had  to  sell  a  broad 
span  of  automation  technology.  But 
what  to  call  the  company's  longed- 
for  expertise?  "We  wanted  to  get 
it  down  to  one  paragraph,  one  sen- 
tence, one  word  if  possible,"  says 
Luke,  now  58.  Over  lunch  late  in 
1967,  he  came  up  not  with  a 
word  description,  but  with  the  flow 
chart  shown  alongside  his  picture 
(at  right). 

The  key  to  Luke's  chart  is  that 
each  step  in  the  automation  pro- 
cess, from  the  incoming  raw  materi- 
al to  the  final  product,  feeds  one  or 
more  of  the  others.  Thus  instrument 
process  control  is  necessary  for 
bulk  materials  measurement  and 
control,  which  in  turn  lead  to  com- 
puter process  control,  drive  control, 
drive  motors  and  mechanical  pow- 
er transmission  and  then  to  the  final 
production  process.  The  trouble 
was  that  Reliance's  basic  business 
covered  adequately  only  two  of  the 
chart's  boxes,  drive  control  and 
drive  motors. 

Luke  changed  that  with  his  ac- 
quisitions. First,  in  1968  he  ac- 
quired competence  in  bulk  materi- 
als   measurement   and    control   by 


Hugh  D.  Luke 


buying  Toledo  Scale  (getting  To- 
ledo's Haughton  Elevator  as  a 
bonus),  and  in  mechanical  power 
transmission  by  buying  $45-million 
(sales)  Dodge  Manufacturing.  The 
first  half  of  this  year  he  invaded 
process  control  systems  by  buy- 
ing little  ($2-million  sales)  Custom 
Engineering  Corp.,  and  expects  to 
enter  computer  process  control  by 
buying  Applied  Dynamics  of  Ann 
Arbor,  Mich.  ($6.4  million  sales). 
Luke's  mixture  is  already  start- 
ing to  jell  into  a  distinctly  profit- 
able whole.  When  the  final  figures 
are  in  for  the  Oct.  31  fiscal  year 
just  ended,  Reliance  should  report 
some  $300-million  sales  vs.  $173 
million  in  1967,  when  Luke  started 
shaping  his  grand  design;  and  earn- 
ings, after  a  dip  last  year  because 


of  a  long  strike  at  Toledo  Scale, 
should  run  to  $3.80  or  so  vs.  the 
$3.24  record  set  in  1967. 

Luke  obviously  expects  to  go 
much  further  despite  the  stiff  com- 
petition he  faces  in  many  areas 
from  giants  like  Westinghouse, 
General  Electric  and  IBM.  He  sees 
his  advantage  thus:  "No  other  com- 
pany matches  our  range  of  tech- 
nological and  management  capa- 
bilities devoted  solely  to  automa- 
tion. Problems  get  solved  here." 
Of  the  total  $5-billion  automation 
market,  he  figures  Reliance  now 
has  at  least  the  knowhow,  if  not 
yet  the  facilities,  to  go  after  some 
$2  billion  worth.  And  in  pursuit 
of  that  share,  he  is  determined  that 
Reliance  will  march  with  a  steady 
15%  growth  in  earnings  each  year.  ■ 


New  Top  Money  Man 

In  notable  contrast  to  the  bitter- 
ness stirred  up  by  the  Haynesworth 
nomination  for  the  Supreme  Court, 
President  Nixon's  choice  of  Arthur 
J".  Burns  as  Federal  Reserve  chair- 
man is  likely  to  win  wide  support; 
it  was  no  accident  that  a  liberal 
Democrat,  Senator  William  Prox- 
mire  of  Wisconsin,  was  chosen  to 
break  the  news.  Still,  the  Bums 
appointment  may  be  one  of  Nixon's 
most  significant. 

Nobody  who  knows  the  pipe- 
clenching  Burns  expects  him  to  be 
an  Administration  doormat,  but 
his  appointment  will  almost  cer- 
tainly bring  closer  coordination  be- 
tween the  Fed  and  the  White 
House.  Said  a  member  of  the  Presi- 
dent's Kitchen  Cabinet:  "They've 
been  close  for  a  long  time,  the 
President  and  Burns.  Why,  Arthur's 
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Arthur  F.  Burns 


been  calling  him  'Dick'  since  1953." 
Because  Nixon  has  long  consulted 
Burns  on  economic  policy,  they 
share  identical  views  on  sound 
money  and  the  impact  of  business 
cycles. 

The  word  in  Washington  is  that 
Burns  has  been  preparing  for  the 
job  for  a  solid  ten  months.  How 
about  changes  in  the  old  pile  of 
marble  on  Constitution  Avenue 
that  headquarters  the  Fed?  Some 
intriguing  possibilities:  a  reduction 
in  the  seven-man  Federal  Reserve 
Board  to  a  smaller  group;  and 
more  latitude  for  the  Fed  chairman 
himself  in  day-to-day  money  opera- 
tions and  less  for  the  Fed's  power- 
ful Open  Market  Committee,  whose 
power  to  buy  or  sell  for  its  $55- 
billion  portfolio  of  government  se- 
curities gives  it  great  power  in 
determining  the  bank's  lending 
ability.  ■ 
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Neighbors  of  airports  don't  have 
to  be  told  what's  up.  It's  noise. 
But  quieter  engines 
ore  coming. 


(.•"V 


What's  up  at  the  airports? 


Larger,  more  efficient  airports— and  more 

them— are  being  planned  for  tomorrow's  giant  jets. 


I 


:  WHITNEY  AIRCRAFT  .  HAMILTON  STANDARD  ■ 

Z,?r  rnlfol    N0RDEN     UNITED  TECHNOLOGY  CENTER 
DNIC  COMPONENTS  -  UNITED  AIRCRAFT  RESEARCH 
TORIES  ■  UNITED  AIRCRAFT  OF  CANADA  LIMITED  ■ 
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Planners  are  working  to  make  tomorrow's  airports 
re  efficient,  more  accessible,  easier  to  live 
h.  And  we're  helping  at  United  Aircraft. 

Our  new  jet  engines,  for  instance,  will 
much  more  powerful  than  today's  Results:  more  people 
plane,  shorter  runways,  more  efficient  airports 
i  these  engines  will  be  quieter 
'virtually  smoke-free. 

Getting  to  and  from  the  airport 
problem  we're  tackling. 
h  advanced  helicopters, 
icopter  engines, 
v  concepts  in  high-speed 
jnd  transportation. 

New  planes  that  use 
'short  runways  will 
3  our  propellers.  And  to 
smaller  airports  big- 
ort  usefulness,  we're 
inga  new,  low-cost, 
approved 

-oach  lighting  system. 
Behind  all  this  is  our  desire  to 
build  the  ideal 
■portation  system— 
dinated,  efficient. 
s  our  main  purpose  at 
?d  Aircraft.  Where 
ideas  take  off. 


Strange-looking  new  aircraft  that  can 

operate  from  tight  places  are  already  appearing. 


Faces  Behind  the  Figures 


The  Farmer's  Lot 

What  businessman  would  invest 
$300,000  in  capital,  put  another 
$300,000  into  yearly  operating 
costs,  and  get  no  return  on  invest- 
ment except  a  $30,000  salary  that 
he  must  split  50-50  with  his  father? 

Robert  Lewis,  34,  of  Orchard, 
Iowa  (pop.:  129),  named  by  his 
peers  this  year  as  "Iowa's  Outstand- 
ing Young  Fanner,"  is  such  a  man. 
Lewis  is  a  college-educated  (Iowa 
State  University)  economics  major 
who  hopes  to  increase  his  output 
of  beef  cattle  and  hogs  50%  in  the 
next  three  years.  So  why  would  he 
work  a  70-hour  week  for  precisely 
zero  return? 

"I  was  born  and  raised  on  these 
480  acres,"  he  says,  "but  I  never 
thought  I'd  work  here.  I  even 
worked  in  a  bank  for  a  while,  but 
I  wanted  the  opportunity  to  plan 
and  make  decisions.  Eleven  years 
ago  I  went  into  partnership  with 
my  father  on  this  farm." 

It  was  7:50  AM,  the  first  chores 
were  done,  time  for  coffee  and 
fresh-baked  nut-bread  in  the  at- 
tractive old  farmhouse  half-a-mile 
down  the  lane  from  the  main  road. 
As  the  six  Lewis  children  performed 
the  familiar  morning  rituals,  Bob 
Lewis  talked  facts  and  figures  in 
his  little  office  just  off  the  kitchen. 

His  650  head  of  cattle  cost  $180 
to  $190  each  as  calves.  Add  eight  to 
ten  months  of  feeding,  veterinary 
bills  and  fixed-labor  costs  at  $120 
per  calf.  Approximate  total  invest- 
ment: $305  per  head.  Market 
price  in  Chicago  on  the  Wednes- 
day of  the  interview:   $305. 

"Prices  vary  from  day  to  day,  are 
sometimes  lower  than  the  break- 
even point,"  explains  Lewis.  "This 
spring  we  made  up  to  $45  a  head 
on  cattle.  In  11  years  we  haven't 
had  prices  do  thai  well.  Now  we're 
back  to  normal  levels." 

He  talked  of  food  prices  in  the 
local  store.  "At  the  beginning  of 
this  year  hamburger  was  three 
pounds  for  $1.39.  Now  it's  $1.79. 
But  the  market  price  of  beef  went 
from  45  cents  a  pound  in  January, 
to  55  cents  in  June,  back  to  44.5 
cents  in  October. 

"My  wife  understands  the  pro- 
duction cost  problems  with  beef, 
but  she  complains  about  the  price 
of  the  children's  cold  cereal.  It 
went  from  45  cents  to  55  cents  a 
box — but  wheat  prices  are  the 
lowest  in  years." 


Roberf    Lewis 


Bob  Lewis  talked  of  rising  ma- 
chinery, herbicide  and  seed  costs,  of 
increased  processing  of  many  items 
between  farmer  and  consumer.  He 
talked  too  of  increased  farm  out- 
put, of  cattle  and  hogs  raised 
around  the  calendar  rather  than 
seasonally,  of  his  two-way  house- 
to-tractor  radios,  of  the  electronic 
feed-weighing  device  that  will 
eventually  help  him  computerize 
much  of  his  operation.  And  he 
talked  of  the  advancing  age  of  most 
fanners  (the  Iowa  average  is  around 
50),  the  unwillingness  of  the  young 
people  to  remain  on  the  land. 

"The  public  doesn't  really  under- 
stand," he  says,  "and  the  farmer 
isn't  the  man  to  tell  them.  He's 
more  interested — and  he  must  be 


— in  the  job  at  hand,  the  11  hours 
a  day  and  the  four  on  Sundays." 

Why  do  it?  "I'm  50  paces  from 
my  work.  I  can  be  with  my  family 
any  time  of  the  day.  You  know, 
particularly  in  these  days  of  easy 
travel,  it's  great  for  children  to 
grow  up  on  a  farm.  That's  one  of 
the  assets  not  appearing  on  the 
books.  We  are  two  hours  from  a 
major  ball  field.  We  have  the  camp- 
ing bug  and  manage  to  get  in  a 
Saturday  overnight  some  weekends. 
If  we  camp,  I  don't  get  in  my 
game  of  golf  at  the  country  club, 
but  I  enjoy  both. 

"I  love  the  land,  and  it's  a  family 
way  of  life.  And  you  know,  when 
we  go  to  the  football  game,  we  don't 
even  have  to  lock  the  door."  ■ 
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GM  Moves  Up 

Without  much  fanfare,  General 
Motors'  Detroit  Diesel  Engine  di- 
vision has  pushed  Cummins  Engine 
out  of  first  place  in  the  burgeoning 
diesel  engine  market  and  is  widen- 
ing the  gap.  GM  won't  divulge 
figures,  but  Detroit  Diesel  probablv 
will  gross  about  $500  million  this 
year  vs.  Cummins'  S400  million 

The  man   behind   this  quiet  tri- 
umph is  64-year-old  General  Man- 
ager   Clyde    W.    Truxell,    who    is 
unusual  lor  CM.  A  <jet-ahead  type 
at  CM   normally  must  prove  him- 
self in  a  wide  range  of  jobs.  Trux- 
ell     is     not     a     generalist     but     a 
specialist,  having  spent  all  but  two 
of   his   37    years   at   GM    working 
with     diesels.     A     Detroit     native, 
he    got     his     Master's     degree    in 
mechanical    engineering    from    the 
I'niveisiU  ot  Michigan,  joined  GM 
iii     1932    as    a    27-year-old    engine 
designer    in    the    research    labora- 
tories. One  of  the  lab's  projects  was 
a  diesel  engine  for  trucks  and  con- 
struction equipment.  The  new  di- 
vision   was   set    up    in    1937    with 
Truxell  as  chief  engineer. 

"We  still  sell  that  same  basic 
engine,"  Truxell  sa\  s.  "onlj  now  it's 
238  horsepower  instead  of  165. 
One  of  those  first  engines  can  be 
updated  during  overhaul  and  made 
just  as  durable  atid  economical  as 
today's  engine. "  This  reflects  Trux- 
ell s  philosophy  of  engineering  con- 
servatism: evolutionary,  not  revolu- 
tionary, changes;  simplicity  of  de- 


sign;   and   high   interchangeability 
of  parts.  "If  you  have  a  six-cylinder, 
an  eight-cylinder  and  a  12-cylinder 
engine  in  our  71  series,"  explains 
Truxell,    "the    same    pistons    and 
rings  and  bearings  will  fit  them  all." 
T-uxell  recalls  that  when  he  be- 
came general  manager  of  Detroit 
Diesel,  "It  was  a  nice  little  business, 
but  we  wanted  to  grow."  Grow  it 
did   under  Truxell's  direction.   He 
persuaded    directors    to   lift   GM's 
ban    against    selling    to    non-GM 
truck-makers.  Previously,  the  divis- 
ion sold  to  hundreds  of  makers  of 
farm,     construction     and     marine 
equipment  but  to  only  one  truck- 
maker — sister  division  GMC  Truck 
&  Coach.   If  a   trucker  wanted   a 
Detroit  Diesel  engine,  he  had  to 
buy  a  GMC  truck.  "I  was  able  to 
convince     coiporate     management 
that  we  would  have  much  more  of 
a  market  if  we  sold  to  everyone," 
says  Truxell.  "That  has  proven  only 
too  true.  We  can't  begin  to  supply 
the  engines  that  other  truck  manu- 
facturers   want."    Indeed,    despite 
factory    expansion    to    2.6    million 
square  feet,  the  division  has  been 
running  three  shifts  a  day,  six  and 
seven  days  a  week,  for  five  years. 
By    1960,    Detroit    Diesel    had 
passed  both  Cummins  and  Cater- 
pillar Tractor  to  become  the  world's 
largest  producer  of  diesel  engines 
in  terms  of  horsepower  (only  Per- 
kins,   the    English    company    that 
specializes   in   small  engines,  pro- 
duces more  units).  For  1969,  Trux- 
ell expects  to  ship  112,000  engines 
with   a    total   horsepower   of   21.8 
million.   Of  these,  only  15.2%  will 
go  to  other  GM  divisions.  The  rest 
will    go    to    a    dozen    truckmakers 
plus  600  other  manufacturers. 

In  the  heavy-truck  market,  Cum- 
mins' particular  stronghold,  GM  is 
also  gaining.  By  mid-1969  the  di- 
vision's share  of  the  heavy-truck 
market  rose  to  a  record  33%  vs. 
45.1%  for  Cummins.  Truxell  ex- 
pects to  overtake  Cummins  after 
1972  when  new  capacity  will  be 
ready,  but  it's  too  soon  to  tell.  Both 
companies  are  running  flat  out,  and 
most  of  Detroit  Diesel's  gains  have 
come  at  the  expense  of  companies 
other  than  Cummins. 

Meanwhile,  the  division's  first 
gas  turbine  is  on  schedule  for  sale 
in  'January  of  1971.  Before  he  re- 
tires, Truxell  is  determined  to  put 
GM  on  the  road  to  leadership  in 
this  promising  new  market.  ■ 


Former  Banker 

AS   CHIEF   LENDING   OFFICER   of   the 

First    National    Bank    of    Boston, 
flamboyant,      Russian-born      Serge 
Semenenko,  now  66,  put  together 
mergers  for  such  mighty  companies 
as  TRW  and  Addressograph-Multi- 
graph.  But  Semenenko  retired  two 
years  ago  after  the  bank  insisted 
that  he  pay  over  a  $1 -million  per- 
sonal fee  that  he  had  got  from  a  con- 
troversial Warner  Bros.  deal.  Since 
then  he  has  been  running  little  ($20- 
million-sales)  drugmaker  Chemway 
Corp.,    which    sells    such    familiar 
products  as  Dr.  West  toothbrushes, 
Argyrol  and  Zonite. 

Semenenko  got  interested  in 
Chemway,  which  his  brother-in-law 
once  ran,  by  investing  in  it.  Its 
earnings  record  has  been  poor,  and 
while  Semenenko  has  made  three 
acquisitions,  mainly  he  has  sought 
to  bring  in  new  operating  people. 

But  that  hasn't  been  easy.  "That's 
the  trouble  with  American  manage- 
ment," he  says.  "Whenever  you  ask 
somebody  to  recommend  an  execu- 
tive, they  don't  want  to  hurt  any- 
body's career.  Chemway  has  had 
presidents  who  weren't  quite  up  to 
it.  I  can  tell  you  this,  they  won't 
get  the  recommendations  from  me." 
Semenenko  says  he  works  just  as 
hard  on  Chemway  as  he  did  on 
First  National's  big  deals.  "In  bank- 
ing, you  have  to  concentrate  until 
there  is  a  breakthrough,  such  as  a 
merger.  Here  you  also  have  to 
follow  through/'a 


Serge  Semenenko 


The  Money  Men 


Warren  Buffett 


How  Omaha 
Beats  Wall  Street 


Warren  Buffett  has  lived  in 
Washington  and  New  York  and 
studied  at  Columbia  University 
Business  School,  but  he  has  never 
stayed  in  these  places  very  long. 
He  has  always  returned  to  his 
home  town,  Omaha,  Neb.  If  he 
were  a  doctor  or  lawyer  or  ordinary 
businessman,  this  might  not  be 
surprising.  But  Buffett  is  what  is 
usually  called  a  Wall  Streeter,  a 
Money  Man.  For  the  last  12  years 
he  has  been  running  one  of  the 
most  spectacular  investment  port- 
folios in  the  country. 

Since  adjectives  like  "spectacu- 
lar" don't  prove  much,  we'll 
tell  you  exactly  how  spectacular 
Buffett  has  been:  $10,000  invested 
in  his  Buffett  Partnership  in  1957 
is  now  worth  $260,000.  The 
partnership,  recently  at  $100  mil- 
lion, has  grown  at  an  annual  com- 
pounded rate  of  31%.  Over  that  12- 
year  period,  it  hasn't  had  one  year 
in  which  it  lost  money.  It  gained 
13%  in  1962  and  20%  in  1966,  years 
when  the  Dow  average  jell  1%  and 


15%,  respectively.  It  hasn't  lost 
money  this  year,  either. 

"Oh,"  you  say,  "a  hot  stock 
man."  Not  at  all. 

Buffett  has  accomplished  this 
through  consistently  following  fun- 
damentalist investment  principles. 
A  lot  of  young  money  men  who 
now  are  turning  in  miserable  per- 
formances began  with  the  same  in- 
vestment ideas  in  the  early  Sixties 
but  then  forgot  them  in  the  Great 
Chase  of  the  Hot  Stock.  Buffett, 
however,  stayed  with  his  principles. 
He  doesn't  talk  about  concept  com- 
panies or  story  stocks.  He  has  never 
traded  for  a  fast  turn  on  an  earn- 
ings report  or  bought  little  un- 
known companies,  as  Fred  Carr 
does  ("Money  Men,"  Sept.  I).  He 
doesn't  hedge  (i.e.,  go  short)  like 
A.  W.  Jones  who  devised  the  hedge 
fund.  Buffett  is  not  a  simple  per- 
son, but  he  has  simple  tastes.  He 
buys  a  stock  for  simple,  basic  rea- 
sons, not  tortuous  or  sophisticated 
ones.  His  stocks,  you  might  say, 
are  sort  of  like  Omaha. 

His  big  successes  over  the  years 
have  been  in  the  stocks  of  ordinary 
companies:  American  Express,  not 
Control  Data;  Cleveland  Worsted 
Mills,  not  Xerox;  Walt  Disney,  not 


Kentucky  Fried  Chicken;  Stude- 
baker,  not  Teledyne.  He  won't  buy 
a  conglomerate:  They  don't  make 
sense  to  him.  Ditto  technological 
companies:  "I  can't  understand 
them.  They're  not  my  style." 

Buffett  tells  a  story  on  himself: 
"William  Norris  of  Control  Data  is 
a  relative  through  marriage,  and  I 
could  have  bought  it  at  16  cents 
a  share  [now  $150],  but  I  asked: 
'Who  needs  another  computer  com- 
pany?' " 

Besides  having  no  use  for  glam- 
our stocks  or  conglomerates,  Buffett 
scorns  what  might  be  called  the 
numerology  approach  to  the  stock 
market — charting,  resistance  points, 
trendlines  and  what  have  you.  He's 
a  fundamentalist.  "I'm  15%  Phil 
Fisher,"  he  says,  "and  85%  Ben- 
jamin Graham." 

For  the  benefit  of  those  not 
familiar  with  stock-market  litera- 
ture we  had  better  explain.  Fisher 
and  Graham  are  two  of  the  great 
stock-market  fundamentalists.  Fish- 
er (Forbes,  Nov.  15,  1968)  is 
what  might  be  called  a  real-world 
fundamentalist.  That  is,  he  is  pri- 
marily interested  in  the  company's 
products,  its  people,  its  relation- 
ships   with    dealers.    Graham,    the 
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The  Performance  People: 


People  who  do  things  and  do 
them  well  expect  one  thing  from 
the  bank  that  handles 
their  investments: 

Performance.  Capital  apprecia- 
tion. In  black  and  white. 

At  Manufacturers  Hanover,  we 
live  with  this  demand  day-in, 
day-out.  Because  we're  respon- 
sible for  the  management  of 


funds  valued  at  more  than  seven 
billion  dollars-for  performance- 
minded  people. 

It's  a  job  that  requires  one 
of  the  largest  and  ablest  research 
and  management  organizations 
in  the  world. 

So  if  you  re  the  kind  of  person- 
who  wants  things  done  right, 
ask  about  our  Investment  Manage- 


theydemand 
a  bank  that 
performs. 


ment  Service.  And  make  us  prove 
that  we  can  do  the  job-the  way 
you  expect  it  to  be  done. 

Personal  Trust  Division— 

350  Park  Avenue,  New  York,  N.  Y.  10022 

Tel:  350-5244  I 'Area  Code  212) 

. . .  it's  good  to  have  a  great  bank  behind- you 

MANUFACTURERS 
HANOVER  TRUST 
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If  Africa,  Asia 

and  South  America 

go  communist, 

don't  blame  him. 


Karl  Marx  is  not  responsible  for  famines  in  Asia 
or  epidemics  in  Africa.  It's  not  his  fault  that  the 
average  South  American  earns  75c  a  day. 

All  he  did  was  predict  the  consequences. 

That  a  population  living  in  misery  will  turn  to 
communism  as  a  way  out.  Unless  something  is  done 
to  alleviate  these  conditions. 

But  the  countries  themselves  don't  have  the  eco- 
nomic resources  to  make  these  changes.  The  U.N. 
doesn't.  Even  the  United  States  doesn't. 

They  need  the  help  of  world  industry.  Particu- 
larly U.S.  industry. 

Industry  is  in  an  ideal  position  to  do  this.  It  can 
deal  directly  with  the  people  of  a  country.  It  can 
change  their  lives  in  a  way  no  government  can. 

A  small  case  in  point:  in  1958,  Olinkraft,  a  sub- 
sidiary of  Olin,  bought  a  paper  mill  in  Igaras,  a 
small  town  in  the  remote  interior  of  Brazil. 

Igaras  was  the  kind  of  town  on  which  communism 
thrives — a  declining  mill,  no  doctors,  shoeless  chil- 
dren, men  working  an  84-hour  week,  etc. 


It  wasn't  hard  to  increase  the  production  of  the 
mill  eightfold,  to  lower  hours  and  raise  wages,  to 
reforest  the  woodlands — but  that  wasn't  enough. 

We  hired  a  doctor,  nurses,  teachers;  expanded 
the  school;  built  a  dispensary,  a  clubhouse;  provide 
ed  free  medical  and  dental  care  (and  medicines  at 
cost  to  non-employees) ;  financed  housing  loans  and 
helped  set  up  a  cooperative  store. 

And  then  the  people  joined  in.  They  rebuilt  their 
own  homes,  paid  for  their  own  teachers,  built  and 
operated  their  own  store  and,  in  effect,  revitalized 
the  whole  town. 

But  the  people  weren't  the  only  ones  to  benefit. 
Olinkraft  did  well  enough  from  the  mill  to  start  an 
extensive  expansion  program. 

Igaras,  of  course,  is  only  one  town.  But  Olin  is 
only  one  company.  Imagine  this  kind  of  success 
multiplied  by  tens  of  thousands  of  companies  and 
towns  all  over  Africa,  Asia  and  South  America. 

The  deeds  of  industry  may  well  be  as^^i« 
important  as  the  gospel  of  democracy.     V^JIMMl. 


The  Money  Men 


now-retired  co-author  of  the  text- 
book Security  Analysis  and  the 
more  readable  The  Intelligent  In- 
vestor, could  be  called  a  statistical 
fundamentalist.  That  is,  he  ana- 
lyzes the  basic  underlying  statis- 
tics, assets,  sales,  capitalization  and 
their  relationship  to  the  market 
price.  Obviously,  neither  method 
is  much  help  in  picking  hot  new 
stocks  because  hot  new  stocks,  by 
definition,  don't  have  any  funda- 
mentals, statistical  or  otherwise. 

Buffett  studied  under  Graham 
at  Columbia,  later  worked  for  him 
at  Graham  Newman  Corp.  But  let's 
start  from  the  beginning. 

Bom  in  Omaha  in  1929,  Buffett 
was  taken  to  Washington  in  1942 
after  his  father,  now  deceased,  was 
elected  to  the  House  of  Represen- 
tatives as  a  Republican.  He  lived 
there  most  of  the  time  until  his 
father  retired  permanently  from 
politics  in  1952.  Back  home  in 
Nebraska,  he  studied  at  the  Uni- 
versity of  Nebraska  and  pondered 
the  stock  market.  "I'd  been  inter- 
ested in  the  stock  market  from  the 
time  I  was  11,  when  I  marked  the 
board  here  at  Harris  Upham 
where  my  father  was  a  broker. 
I  ran  the  gamut,  stock  tips,  the 
Magee  charting  stuff,  everything. 
Then  I  picked  up  Graham's  Secu- 
rity Analysis.  Reading  it  was  like 
seeing  the  light."  The  light  led 
Buffett  back  East  where  he  studied 
under  the  Master  at  Columbia 
Business  School.  Then  back  to 
Omaha  and  selling  securities  for 
two  years.  In  1954,  when  he  was 
25,  he  started  Buffett  Partnership, 
Ltd.,  with  $100,000  and  seven 
limited  partners  (he  is  the  only 
general  partner).  The  arrangement, 
still  in  effect,  provided  for  Buf- 
fett to  get  25%  of  the  annual 
profits  after  each  partner  got  6% 
on  his  money.  In  12  years  this 
arrangement  made  Buffett  a  very 
rich  man  indeed.  (He  made  us 
promise  not  to  use  a  number,  but 
figure  out  for  yourself  what  would 
happen  to  even  a  small  sum  com- 
pounded for  13  years  at  31%!) 

Buffett  has  applied  Graham's 
principles  quite  systematically. 

Says  Graham  in  The  Intelligent 
Investor:  "Investment  is  most  in- 
telligent when  it  is  most  business- 
like"— in  other  words,  not  swayed 
by  emotions,  hopes,  fads.  This 
is  Buffett's  most  important 
tenet.  "When  I  buy  a  stock,"  Buf- 


fett says,  "I  think  of  it  in  terms 
of  buying  a  whole  company  just 
as  if  I  were  buying  the  store  down 
the  street.  If  I  were  buying  the 
store,  I'd  want  to  know  all  about 
it.  I  mean,  look  at  what  Walt  Dis- 
ney was  worth  on  the  stock  mar- 
ket in  the  first  half  of  1966.  The 
price  per  share  was  $53  and  this 
didn't  look  especially  cheap,  but  on 
that  basis  you  could  buy  the  whole 
company  for  $80  million  when 
Snow  White,  Swiss  Family  Robin- 
son and  some  other  cartoons,  which 
had  been  written  off  the  books, 
were  worth  that  much.  And  then 
you  had  Disneyland  and  Walt  Dis- 
ney, a  genius,  as  a  partner." 


Imagine  having 
a  manic-depressive 

partner 

That's  what 
the  stock  market 
is  like. 


Teacher  Graham:  .  .  .  to  distill 
the  secret  of  sound  investment  into 
three  words,  we  venture  the  motto: 
Margin  of  Safety. 

Pupil  Buffett:  I  try  to  buy  a 
dollar  for  60  cents,  and  if  I  think 
I  can  get  that,  then  I  don't  worry 
too  much  about  when.  A  perfect 
example  of  this  is  British  Columbia 
Power.  In  1962,  when  it  was  being 
nationalized,  everyone  knew  that 
the  provincial  government  was 
going  to  pay  at  least  X  dollars  and 
you  could  buy  it  for  X  minus,  say, 
5.  As  it  turned  out,  the  govern- 
ment paid  a  lot  more. 

Graham:  The  investor  with  a 
portfolio  of  sound  stocks  .  .  .  should 
neither  be  concerned  by  sizable 
declines  nor  become  excited  by 
sizable  advances. 

Buffett:  Imagine  if  you  own- 
ed a  grocery  store  and  you  had 
a  manic-depressive  partner  who 
one  day  would  offer  to  sell  you 
his  share  of  the  business  for  a 
dollar.  Then  the  next  day  because 
the  sun  was  shining  or  for  no  rea- 
son   at    all    wouldn't    sell    for   any 


price.  That's  what  the  market  is 
like  and  why  you  can't  buy  and 
sell  on  its  terms.  You  have  to  buy 
and  sell  when  you  want  to. 

Almost  any  of  Buffett's  in- 
vestments fall  into  this  catagory, 
since  he  buys  them  when  the  price 
is  going  down  and  sells  when 
they're  going  up. 

Unlike  Phil  Fisher  but  like  Ben 
Graham,  Buffett  doesn't  talk  about 
evaluating  management  except  in 
the  very  basic  terms  of  whether  it 
is  trustworthy  or  not. 

His  American  Express  invest- 
ment is  a  perfect  example  of  how 
his  mind  works.  Buffett  bought 
American  Express  after  the  salad 
oil  scandal  but  not  before  doing 
some  fast  research  on  his  own, 
which  among  other  things  included 
talking  to  the  company's  competi- 
tors and  going  over  restaurant  re- 
ceipts in  an  Omaha  steak  house.  All 
of  this  convinced  Buffett  that  Amer- 
ican Express  had  an  unassailable 
position  in  travelers'  checks  and 
was  fast  developing  the  same  sort 
of  position  in  credit  cards. 

"Look,"  says  Buffett,  "the  name 
American  Express  is  one  of  the 
greatest  franchises  in  the  world. 
Even  with  terrible  management 
it  was  bound  to  make  money. 
American  Express  was  last  in  the 
travelers'  check  market  and  had 
to  compete  against  the  two  largest 
banks  in  the  country.  Yet  after 
a  short  time  it  had  over  80%  of  the 
business,  and  no  one  has  been 
able  to  shake  this  position." 

Not  for  Warren  Buffett  are  com- 
puters or  a  vast  staff  and  im- 
pressive offices.  Until  recently, 
even  when  he  was  managing  $20 
million,  Warren  Buffett  was  the 
entire  staff  of  Buffett  Partnership, 
Ltd.  Even  today  the  staff  consists 
of  four  housed  in  three  small 
rooms  in  Omaha's  Kiewit  Plaza.  He 
gets  some  of  his  best  ideas  thumb- 
ing through  Moody's  investment 
manuals,  financial  and  general 
publications  like  the  Wall  Street 
Journal,  New  York  Times  and  the 
American  Banker,  and  industry 
journals  when  a  specific  industry 
interests  him.  This  is  the  way  he 
bought  Western  Insurance  at  $16 
when  it  was  earning  $16  a  share, 
and  National  American  Insurance 
at  1  times  earnings  in  the  1950s. 
Then  in  1962  he  found  Guidon 
Wattles'   American    Manufacturing 
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What's  my  line? 

Natural  gas  transmission  company. 

Natural  gas  distribution  company. 

Producer  of  polyethylene  film. 

Makerof  Peak®  and  private  label  anti-freeze. 

Extractor  of  helium,  ethane,  butane,  you  name  it. 

Producer  of  petrochemicals. 

Manufacturer  of  specialty  plastic  products. 

Distributor  of  propane  in  four  foreign  countries. 

Retailer  of  propane  in  20  states. 

Manufacturer  of  the  basic  ingredients 

used  in  the  production  of  fabric  softeners,  germicides, 

and  other  surface  active  ingredients. 

( If  you  answered  any  of  the  above,  you  were  correct.) 


And  you  thought  we  just  piped  gas- 


Headquarters:  Omaha,  Nebraska 
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When  prestige  is  important 


Corporate 

Gifts 

Premiums 

Sales 
Incentives 


IMPERIAL  JADE 

MINING  INC. 

Buy  direct!  The  world's  largest  collection  of 

jade  jewelry  and  solid  jade  carvings  from 

$5.00  pendants  to  $25,000,000  mausoleums. 

For  the  financial  man,  a  five  inch  solid 

jade  bull  on  a  teak  stand,  $300.  For 

someone  extra  special,  custom  sculptured 

busts  of  solid  jade,  $2,000  up. 

Jade  zodiac  charms  and  jade  tiles  for 

fireplaces,  vanity  tops  and  floors.  A  catalog, 

requested  on  your  company  letterhead, 

will  be  sent  by  return  mail. 

RUSSELL  H   UNDERDAHL,  Pres. 

Imperial  Jade  Mining  Inc. 

Depl  XX '•  2710  Nicollet  Ave.,  Mpls..  Minn.  55408 

Telephone  612-827-5481 

a □ 


The  Money  Men 
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KAMPGROUNDS  FRANCHISE 

A  moneymaker!  Largest  international  system  of 
franchisee!  campgrounds,  produces  exceptional 
earnings  from  modest  investment.  Strong  na- 
tional advertising,  proven  operating  methods. 
Over  300  campgrounds  now  operating,  another 
300-plus,  in  construction,  planning  stages.  In- 
quire now  while  top  franchise  locations  are  still 
available: 

KAMPGROUNDS  OF  AMERICA,  INC. 

P.  O.  Box  1138-F 

Billings,  Montana  59103 


COSMOPOLITES 

According  to  the  1969  Simmons 
Study,  42.6%  of  FORBES'  readers 
took  a  foreign  trip  in  the  past  five 
years. 

This  is  the  highest  concentration 
of  foreign  travelers  shown  among 
all  57  publications  measured  in 
this  study. 

You  always  reach  the  people  who 
are  going  places  in  FORBES. 


PUBLIC  COIN  AUCTION 

NOV.  17-22  •  OPEN  TO  MAIL  BIDDERS 

EXCITING  HOBBY  •  PROVEN  INVESTMENT 
•  HEDGE  AGAINST  INFLATION 

EXCELLENT  CAPITAL  GAINS  OPPORTUNITY 
Over   $1,000,000  worth   of   great   rarities   in   coins, 
gold  &  paper  money  in  this  history-making  sale  • 
Expert  advice  and  consultation  available  •  Collec- 
tions Bought  &  Sold 

rHARMEfTlTo<>Ki  TruwTlSMATrs"Ti,TtdT  " 
604  5th  Ave.  •  New  York  10020  •  (212)  765-3863 

Please  send  auction  catalogs  and 

prices  realized.  BILL  ME  $2.00 

I'd  like  more  details. 

Please  phone  me  at  

NAME. ZIP 

ADDRESS  _ 

LCITY 


□ 
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selling  at  a  40%  discount  from  net 
worth.  "If  you  went  to  Wattles  ot 
American  Manufacturing  or  How- 
ard Ahmanson  of  National  Ameri- 
can Insurance  and  asked  them  to 
be  partners,  you  could  never  get  in 
at  1  times  earnings,"  says  Buffett. 

When  the  reading  puts  him  on 
to  something,  he'll  do  some  in- 
formal field  research.  In  one  case 
in  1965  Buffett  says  he  spent  the 
better  part  of  a  month  counting 
tank  cars  in  a  Kansas  City  railroad 
yard.  He  was  not,  however,  con- 
sidering buying  railroad  stocks.  He 
was  interested  in  the  old  Stude- 
baker  Corp.  because  of  STP,  a 
highly  successful  gasoline  addi- 
tive. The  company  wouldn't  tell 
him  how  the  product  was  doing. 
But  he  knew  that  the  basic  ingred- 
ient came  from  Union  Carbide,  and 
he  knew  how  much  it  took  to  pro- 
duce one  can  of  STP.  Hence  the 
tank-car  counting.  When  shipments 
rose,  he  bought  Studebaker  stock, 
which  subsequently  went  from  18 
to  30. 

Buffett  is  one  of  those  dis- 
ciplined types  who  is  perfectly  will- 
ing to  sell  too  soon.  As  Buffett  puts 
it,  he  tries  to  buy  $1  worth  of  stock 
for  60  cents,  and  when  it  goes  to 
$1,  he  sells  it,  even  if  it  looks  like  it 
is  going  higher.  With  that  kind  of 
investing,  he  doesn't  have  to  worry 
too  much  about  dips  in  the  market. 
Nor  about  "stories"  or  "concepts": 
"If  the  stock  doesn't  work  out  in 
the  context  I  picked  it  for,  it  prob- 
ably will  in  another,"  he  says. 
Example:  He  bought  his  Disney 
stock  with  his  eye  on  basic  value, 
but  it  first  went  up  when  Disney 
died,  and  has  continued  to  rise,  be- 
cause of  the  leisure  boom.  Says 
Buffet:  "With  value  like  that  I 
know  I'm  not  going  to  get  stuck 
with  a  Kentucky  Fried  Computer 
when  it  goes  out  of  fashion." 

As  his  fund  got  bigger  and 
bigger,  Buffett  began  taking  bigger 
and  bigger  positions,  because  his 
basic  policy  was  to  hold  onlj  nine 
or  ten  stocks.  At  one  point,  before 
selling  the  stock  in  May  1964, 
Buffett  Partnership  owned  5?  of 
American  Express.  Inevitably,  tins 
led  him  to  some  control  situations. 
For  example,  he  and  his  friends 
own  70?  of  the  stock  of  Berkshire- 
Hathaway,  a  New  England  textile 
manufacturer  which  Buffett  orig- 
inal!) got  into  because  the  com- 
pany had  working  capital  of  $11  a 


share  vs.  a  stock  price  of  $7.  They 
also  own  several  small  businesses. 

And  So,  Good-Bye  .  .  . 

Alas,  good  reader,  if  all  this  ap- 
peals to  you,  forget  about  having 
Warren  Buffett  handle  your  money. 
FroTn  now  on  he's  not  going  to  be 
handling  anybody's  except  his  own. 
After  this  coming  January,  Buffett 
is  closing  up  shop  and  dissolving 
the  partnership.  He  has  no  desire 
to  be  a  Getty  or  a  Bockefeller.  Be- 
sides, he's  getting  stale. 

"My  idea  quota  used  to  be  like 
Niagara  Falls — I'd  have  many  more 
than  I  could  use.  Now  it's  as  if 
someone  had  dammed  up  the  wa- 
ter and  was  letting  it  flow  with 
an  eyedropper."  He  attributes  his 
problem  to  a  market  that  no  longer 
lends  itself  to  his  kind  of  analysis, 
where  real  values  are  hard  to 
find.  He  blames  some  of  it  on  the 
Performance  Game;  so  many  peo- 
ple are  playing  it  now  that,  by 
definition,  few  will  be  able  to  get 
above-average  results.  Also,  con- 
glomerates and  tender  offers  have 
picked  off  many  of  the  bargains. 

But  this  may  be — and  probably 
is — mere  rationalization.  The  mo- 
tives behind  Buftett's  quitting  are 
probably  much  simpler.  He  has 
made  a  fortune  and  is  no  longer 
motivated  to  count  boxcars  and 
read  statistical  manuals.  He  comes 
close  to  the  truth  when  he  says: 
"You  shouldn't  be  doing  at  60 
what  you  did  at  20."  He  plans 
putting  most  of  his  money  into 
municipal  bonds,  for  income,  and 
he'll  continue  to  hold  companies 
where  he  has  a  controlling  in- 
terest: Berkshire-Hathaway,  the 
Illinois  National  Bank  in  Rockford, 
111.  and  a  small  Omaha  weekly 
newspaper.  He  is  interested  in 
public  affairs,  but  he  plans  to  back 
various  projects  from  off-stage. 
What  else?  "I  don't  believe  in 
making  life  plans,"  is  all  he  will  say. 

Buffett  plans  to  continue  living 
in  the  rambling  old  Omaha  house. 
typically  suburban,  where  he  has 
lived  since  his  marriage  in  1952; 
whenever  he  has  needed  more  space 
he  simply  tacked  on  another  room, 
including  an  indoor  handball  court, 
which  keeps  him  lean.  Here  the 
pace  isn't  frantic  and  his  three  chil- 
dren can  have  a  healthy  upbringing. 

Of  course,  everybody  knows  the 
smart  boys  gravitate  to  Wall  Street. 
Only  the  sluggards  stay  home.  ■ 
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The  Bettmann  Archive 


Seven  out  of  ten  captains  of  industry  do  it. 


Seven  out  of  ten  top  management  men  in  America's 
500   largest   industrial   corporations    read   FORBES 
regularly.  A  recent  survey  of  these  companies  by  the 
independent  research  firm  of  Erdos  and  Morgan  Inc 
found  that  FORBES  is  read  regularly  by. . . 

17%  more  top  management  than  Business  Week 
17%  more  top  management  than  Time 
20%  more  top  management  than  Fortune 
99%  more  top  management  than  U.S,  News 
&  World  Report 
111%  more  top  management  than  Newsweek 
The  new  Erdos  and  Morgan  study  covered  a  sample 


of  all  top  management  executives  in  the  country's 
largest  industrial  corporations  which  are  listed  in  the 
Fortune  500  Issue  of  May  15,  1969.  (We  chose  the 
Fortune  list  rather  than  the  500  listed  in  the  FORBES 
Annual  Directory  Issue  to  rule  out  any  implication  of 
bias  in  favor  of  FORBES.)  These  corporations  ac- 
counted for  almost  64%  of  total  U.S.  industrial  sales 
in  1968  and  74.4%  of  the  profits. 

If  more  top  management  men  in  the  nation's  largest 
companies  have  the  FORBES  habit,  shouldn't  you  be 
directing  your  advertising  to  them  in  the  magazine 
they  read  most? 

Forbes:  capitalist  tool 


<t 


Buy 
bonds. 


You  hear  that  a  lot  these  days. 

Even  from  the  aggressive  investor.  The  swinger  who 
always  looked  down  his  nose  at  fixed-income  securities. 

Now  he's  looking  at  Washington.  Never  before  has 
an  Administration  seemed  so  determined  to  stop  inflation. 
If  they  do  it,  the  long-run  outlook  for  fixed-income  securi- 
ties will  turn  from  bad  to  good. 

Many  professional  investors  have  already  taken  the 
hint.  We  know  of  large  institutions  that  have  been  buying 
bonds  for  capital  growth. 

And  why  not?  Some  high-grade  Corporate  bonds 
offer  record  yields  of  8  percent  or  better.  Plus  a  chance  for 
appreciation. 

All  of  which  has  prompted  us  to  publish  a  new,  48- 
page  booklet  called  Financing  a  Trillion  Dollar  Economy. 
It  describes  the  investment  opportunities  in  Municipals, 
Governments,  Money  Market  Instruments,  Corporates,  and 
Convertibles. 

You'll  learn  the  advantages  and  disadvantages  of 
each.  So  you  can  decide  which  ones  may  be  right  for  you. 

It's  an  up-to-date  cram  course  in  fixed-income  secu- 
rities. And  the  tuition  is  free.  Just  mail  the  coupon. 


» 


506JA 

Merrill  Lynch,  P.O.  Box  333 
Wall  Street  Station,  New  York,  N.  Y.  10005 

Please  send 

me  a  copy  of  Financing  a  Trillion  Dollar 

Economy 

without  chai 

ge 

or  obligation. 

Mr. 
Mrs. 

(please  print) 

City. 

Phone 

State 

Zip 

FT 

:. 


MERRILL  LYNCH, 

PIERCE, 

FEIMNER  &  SMITH  INC 
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The  Forbes  Index 


preliminary 


Pwtv<rot€LU>iunUi  fltfces&Rwi  as  tfetmea 
by  National  Bureau  of  Economic  Research 


AUG.    ......133  4 

SEPT 134.0 

OCT 135.6 

NOV 136.2 

DEC 137.0 

JAN 136  9 

FEB 137  6 

MAR 137  3 

APR 138.3 

MAY     138,7 

JUNE    139.4 

JULY    138.2 

AUG 137.2 

SEPT.  (prel.)137.0 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production/ 

•  What  volume  of  hard  goods  are  we  ordering? 
IDept  of  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building'  IDept.  ot 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  'ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  taid  off?  (U. 
Dept   nf  labor  initial  unemployment 


MARKET  COMMENT 

By  L.  0.  Hooper 


Doubt  Debate,  Disgust  And  Delay 


j 


Those  oi   us  who  have  been  around 
a    long    time    know    history    teaches 

there  is  a  period  between  bear 
markets  and  hull  markets  when  in- 
vestors Hounder  in  Frustration.  Beat 
markets  simmer,  boil  up.  and  then,  as 
they  approach  the  end,  gradually  lose 
their  head  of  steam.  It  takes  time,  ex- 
perience has  taught,  tor  the  next  hull 
market  to  get  started;  and  there  is  a 
period  of  tiresome  duration  between 
the  extreme  unpleasantness  and  the 
new  euphoria  when  trends  are  de- 
batable and  difficult  to  discern. 
•  If  my  diagnosis  is  right,  we  have 
entered  this  period  when  investors 
flounder.  They  are  probing  for  an 
elusive  bottom,  or  they  seek  a  delayed 
new  buoyancy.  The  rallies  run  into 
trouble,  and  the  declines  halt  just 
short  of  threatened   disaster. 

To  overwork  one  of  my  recent 
phrases,  this  is  traditional  cyclical 
stock-market  behavior.  It  should  be 
expected  and  recognized  for  exactly 
what  it  is:  the  transitional  period. 
When  history  is  written,  we  will  see 
that  part  of  this  floundering  was  in  the 
latter  part  of  the  old  bear  market  and 
part  of  it  was  in  the  initial  part  of 

Mr.  Hooper  is  associated  with  the  New  York 
Stock   Exchange  firm  of  W.   E.  Hutton  &  Co. 
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the  new  bull  market.  There  will  be  a 
statistical  boundary  line  (or  date) 
when  the  trend  shifted  gears;  but  we 
probably  won't  be  able  to  identify  it 
at  the  exact   time  it  occurs. 

What  makes  this  in-between  floun- 
dering so  frustrating  is  that  so  many 
of  us  try  with  such  determination  to 
be  smart  enough  to  buy  at  the  bottom 
or  to  keep  on  selling  till  we  get  to 
the  end.  One  of  the  things  we  do. 
very  foolishly,  is  to  think  in  terms 
of  the  market  instead  of  in  terms  of 
individual  stocks.  Not  all  stocks 
reach  their  extreme  price  limits  on 
the  same  day,  or  even  in  the  same 
intermediate   price  movement. 

This  passing  state  of  the  market, 
however,  does  create  an  atmosphere: 
it  leads  to  doubt,  debate,  disgust  and 
delay.  It  causes  the  volume  of  trading. 
both  by  individuals  and  institutions,  to 
decline  until  the  brokerage  business 
(for  most  firms)  becomes  unprofitable. 
It  breeds  extreme  ideas  for  the  emo- 
tional thinkers  who  are  constitution- 
ally impatient.  Most  people  think  that 
"  they  must  be  either  bullish  or  bearish, 
and  that  it  is  cowardly  or  lazy  to 
be  neither. 

All  this  is  not  written  simply  to  fill 
space    and    amuse    ihp    reader.    Tt    is 


offered  as  an  explanation  ot  what  the 
market  has  been  recently,  and  what 
it  is  likely  to  be  in  the  weeks  and 
perhaps  months  immediately  ahead. 
The  economic  environment  and  the 
financial  situation,  like  the  stock  mar- 
ket, are  in  a  period  of  uncertain  and 
often  nervous  transition;  extreme 
thinking  right  now  is  out  of  order. 
My  hypothesis  is  that  the  market  is 
not  justified  just  yet  in  doing  anything 
in  a  big  way,"  and  that  it  would  not 
be  surprising  if.  over  the  next  few 
weeks,  it  did  most  everything  "in  a 
small  way."  That's  why  it  is  likely  to 
be  so  annoying! 

I  do  have  a  rather  "low  key"  longer- 
term  pattern  that  I  think  may  prove 
reasonably  accurate,  subject  of  course 
to  change  as  we  go  along.  While  the 
DJI  may  not  make  its  low  till  it  sells 
somewhere  in  the  740-760  range, 
probably  at  least  half  of  the  individual 
issues  have  recorded,  or  nearly  re- 
corded, their  bear-market  bottoms. 

Fluctuations  in  individual  stocks  are 
likely  to  be  influenced  by  passing 
earnings  trends,  as  has  been  the  case 
in  recent  weeks.  The  corporate  earn- 
ings trend  is  down,  and  will  continue 
down  through  the  third  quarter  of 
1970,  which  may  mark  the  low  of 
profits.  We  are  facing  a  very  gradual 
easing  of  money,  and  the  downtrend 
in  interest  rates  will  probably  acceler- 
ate in  the  first  quarter  of  the  new 
year.  Short-term  rates  will  go  down 
much  faster  than  long-term  rates  and 
bond  yields.  The  disinflation  policies 
of  the  Administration  and  the  Federal 
Reserve  have  begun  to  bite,  and  by 
the  time  Congress  meets  in  January 
there  will  be  strong  pr^wirp  to  ease  up. 
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TEXAS  RED 

GRAPEFRUIT! 

The  Best  -  From  the  Lush 
Rio  Grande  Valley 

THIS    IS    OUR    44th    YEAR 

Va-bu.  Grapefruit  $6.90 

Carton  of  12  Grapefruit  $5.40 

Full  bu.  Grapefruit  $9.90 

Carton  of  6  Grapefruit $3.80 

y2-bu.  G.F.  &  Oranges $6.95 

Full  bu.  G.F.  &  Oranges $9.95 

G.F.  &  Oranges  in  Mexican 
bamboo  baskets: 

V2-bu.  $7.95 Full  bu.  $11.50 

All  are  delivered  prices 


WE 
now 


TRUST      YOU! 
and      pay     our 


Send     your 
invoice     in 


gift     list 
January. 


Other  citrus  packs  and  also   pecans,   rare  honeys, 
fruit    cakes,    cheese,    smoked    hams    and    turkeys. 

Write  for  free    Illustrated   folder. 

PITTMAN  &   DAVIS,  INC. 

199   Eye   St.,    HARLINGEN,   TEXAS   78550 

Established    1926 


Let  INVESTORS  RESEARCH  send  you  these 
seven  BUY  recommendations.  Seven  high 
potential  stocks  that  we  believe  can  be  accu- 
mulated NOW,  regardless  of  general  market 
conditions. 

Also,  see  where  IR  believes  the  market 
will  move  in  the  normally  critical  fall  months. 
Review  what  pivotal  indications  IR  is  watch- 
ing that  could  herald  a  market  upturn. 

Simply  send  $1.  You'll  immediately  receive 
IR's  specific  recommendations  for  both  specu- 
lative and  investment  accounts. 

In  addition  you'll  receive  a  5-week  trial 
subscription  to  the  IR  Reports  which  include: 
Weekly  Market  Analysis  Reports,  ratings  on 
over  600  stocks  in  50  key  groups  —  plus  a 
bonus  guide  to  "A  Positive  Investment  Pro- 
gram." All  for  only  $1, 


Investors  Research 
recommends 

7  Stocks 

to  switch  into  now. 


A 


W\  Investors  Research  Reports 


Dept..    F"7         924  Laguna  St. 
Santa  Barbara,  Calif.  93102 


City 


ITfm  offer  good  to  firsl-limo  subscnbori  only! 


Unless  something  dramatic  happens 
about  Vietnam  soon,  the  Administra- 
tion's emerging  economic  unpopular- 
ity will  be  compounded  by  antiwar,, 
pressures.  If  the  antiwealth  provisions 
of  the  tax  bill  are  eased,  as  I  think 
there  are  indications  that  they  will  be, 
people  will  begin  to  feel  better;  and 
almost  inevitably  some  of  these  bil- 
lions the  institutions  now  have  com- 
mitted in  short-term  investments  will 
begin  to  flow  into  equities.  Silly  as  it 
may  sound,  I  think  that  when  business 
is  worse,  stocks  will  be  better.  In  the 
meantime,  we  are  in  a  market  that  is 
unlikely  to  reveal  its  true  character, 
and  convincingly,  till  it  languishes  in 
frustration  for  a  while  longer. 

Low-Priced  Stocks 

Comment  on  a  few  stocks  may  be 
in  order.  Please  keep  in  mind  that 
what  I  say  about  them  has  longer- 
term  rather  than  near-term  import. 

General  Public  Utilities,  around  24, 
looks  cheap.  The  $1.60  dividend  yields 
6.9%.  Earnings  this  year,  due  to  delay 
in  putting  the  New  Jersey  nuclear 
plant  in  operation,  may  be  down  to 
$1.90  a  share;  but  next  year  $2.20 
to  $2.30  seems  possible.  The  stock  is 
selling  at  about  13  times  this  year's 
net  and  at  the  lowest  price/earnings 
ratio  in  many  years.  Dividends  have 
increased  every  year  since  1948.  The 
company  serves  a  growth  territory. 

Allied  Chemical  (30),  previously 
mentioned,  has  been  meeting  what 
should  prove  to  be  intelligent  accumu- 
lation. Earnings  this  year  should  be 
$2.20  a  share  with  $2.60  to  $2.90 
possible  next  year.  Last  year  only 
$1.46  a  share  was  earned,  and  that 
was  before  82  cents  in  special  charges. 
The  stock's  low  for  the  previous  ten 
years  was  32.  Some  think  it  could 
earn  $3.50  or  more  in  two  years. 

The  decline  in  the  oil  shares  is  ex- 
plained not  only  by  the  liquidation  of 
part  of  the  recent,  sometimes  wild 
"discovery"  boom,  but  also  by  in- 
creased political  and  tax  uncertainty 
both  at  home  and  abroad.  There  has 
been  a  deterioration  in  profits,  espe- 
cially in  the  important  overseas  mar- 
kets. I  have  seldom  seen  oil  company 
executives  so  gloomy  about  their  own 
industry.  Probably  their  pessimism  is 
being  overdone,  but  profits  are  declin- 
ing for  representative  companies. 

I  do  hear,  however,  a  great  deal  of 
optimistic  talk  about  the  gas  produc- 
ing and  gas  distributing  industry. 
Among  the  gas  issues  favorably  men- 
tioned, the  name  of  Central  States  Gas 
Producing  comes  up  often,  as  does 
Texas  Oil  h  Gas  and  Pioneer  Gas.  The 
Federal  Power  Commission  seems  to 
be  taking  a  more  helpful  stance  to- 
ward rates  and   encouraging  explora- 


tion. Austral  Oil  (24)  is  a  unique 
speculation  among  the  gas  issues  be- 
cause of  the  possibility  that  the  recent 
atomic  explosion  may  make  a  huge 
supply  of  gas  available.  It  is  a  fast 
mover.  Some  of  the  oil  companies,  of- 
course,  have  vast  gas  reserves.  One  of 
them  is  Phillips  Petroleum. 

Dayco  (24K),  in  spite  of  some 
stretch-out  of  aerospace  division  de- 
liveries, expects  to  earn  around  $1.90 
'a  share  on  the  3-for-2  split  stock  this 
year  on  a  fully  diluted  basis.  Sales 
will  be  around  $315  million  this  year 
as  against  $164  million  in  1968  (be- 
fore some  important  subsequent  ac- 
quisitions), and  the  management  is 
looking  for  sales  of  $550  million  by 
1973.  All  divisions  except  aerospace 
(only  6%  of  sales)  are  doing  well. 
This  stock  is  worth  watching. 

The  air  transport  industry  is  feeling 
better  about  the  fare  outlook  and 
changes  in  the  CAB.  The  stocks  act 
well  liquidated.  My  favorite  is  Ameri- 
can Airlines.  .  .  .  The  life  insurance 
industry,  of  course,  is  another  major 
beneficiary  of  higher  interest  rates. 
Every  time  a  4%  or  a  5%  bond  or  loan 
matures,  the  money  can  be  reinvested 
at  8%  or  better.  Although  Lincoln 
National  (82)  has  had  a  big  rise,  the 
stock  is  still  cheaper  than  it  was  some 
years  ago  when  earnings  were  lower 
and  the  outlook  was  less  favorable. 

About  the  most  friendless  group 
right  now  is  the  aerospace  shares.  This 
is  due  partly  to  the  prospect  for  a 
decline  in  government  procurement 
and  partly  to  decreasing  backlogs  for 
civilian  transports.  I  would  avoid  Boe- 
ing, but  I  think  United  Aircraft  (at 
around  45)  is  cheap  on  both  current 
earnings  and  the  outlook,  although  the 
P/E  in  the  years  immediately  ahead 
will  probably  be  lower  than  in  the 
past.  If  McDonnell  Douglas  is  earning 
$4.50  a  share,  as  is  estimated,  it  is 
hard  to  rationalize  a  price  of  24  or 
25  for  the  stock,  even  if  net  drops  to 
as  little  as  $2  a  share  next  year,  which 
seems  improbable.  This  is  a  case,  no 
doubt,  where  there  is  in  The  Street 
a  big  supply  of  stock  which  has  no 
real  home.  .  .  .  The  CATV  industry 
seems  to  have  quite  a  potential  in 
spite  of  the  legal  "bugs"  in  it.  Those 
who  want  to  play  it  most  conserva- 
tively might  take  a  look  at  Cox  Broad- 
casting, which  has  a  big  stock  interest 
in  Cox  Cable.  Here  you  have  a  good 
broadcasting  business,  even  if  the 
CATV  part  should  be  disappointing. 

As  a  parting  shot,  be  less  bearish 
every  time  the  market  declines.  In 
most  cases,  however,  don't  chase 
stocks  up  too  much.  If  I'm  right,  we 
still  are  in  a  transition  period  and 
traditionally  floundering  in  the  usual 
annoying  frustration.  ■ 
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Are  You  Locked  In  by  a  Paper  Loss? 

Declines  raise  puzzling  choices:  Hold  and  wait  for  rebound? 
Seek  better  possibilities  elsewhere?  Or,  perhaps,  buy  more? 


One  of  the  most  difficult  decisions  for 
an  investor  to  make  is  when  to  sell, 
especially  if  an  expected  gain  has 
turned  into  a  "paper  loss.'' 

Tough  decisions  requiring  hard  facts 
.  .  .  facts  carefully  and  objectively 
selected  . .  .  facts  that  will  enable  you  to 
act  in  ways  most  likely  to  meet  your  in- 
vestment objectives. 

This  is  where  The  Value  Line  Invest- 
ment Survey  can  help  you. 

1400  Stocks  Rated  Each  Week 

Every  week  Value  Line  —  alone 
among  investment  advisory  services— 
systematically  and  objectively  ranks 
each  of  1400  common  stocks,  relative  to 
all  the  others,  into  one  of  the  five  groups 
on  four  counts: 

1.  The  stock's  probable  market  per- 
formance in  the  next  12  months. 

2.  Its  appreciation  potential  3  to  5 
years  hence. 

3.  Its  estimated  income  (yield)  in 
the  next  12  months. 

I.  Its  quality  (i.e.,  its  probable  de- 
pendability over  the  very  long  term 
—beyond  5  years ) . 

Each  stock  is  rated  from  I  (Highest) 
to  V  (Lowest)  for  12-month  perform- 
ance, 3-5  year  potential  and  yield.  Each 
stock  is  graded  from  A+  to  C—  for 
quality.  The  1400  stocks  include  nearly 
all  of  the  common  stocks  traded  on  the 
New  York  Stock  Exchange  plus  about 
300  on  the  American  Exchange  and 
Over-The- Counter. 

In  ranking  the  1400  stocks  for  Prob- 
able Performance  in  the  Next  12 
Months,  for  example,  the  top-ranking 
100  are  classified  as  Group  I  (Highest), 
the  next  300  are  classified  as  Group  II 
(Above  Average),  the  next  600  are 
Group  III  (Average),  the  next  300  are 
Group  IV  (Below  Average),  and  the 
final  100  are  given  the  Group  V  (Low- 
est) rating. 

Not  every  stock  will  always  perform 
in  accordance  with  its  Value  Line  rat- 
ings, but  such  a  large  majority  have  in 
the  past,  for  reasons  that  are  logical, 
that  it  can  be  said  the  probabilities  will 
lie  strongly  on  the  side  of  the  investor 
who  consults  the  latest  ratings  before 
buying,  selling,  or— equally  important 
—holding  any  stock. 

Value  Line  publishes  full-page  re- 
ports on  each  stock  every  three  months. 
Supplementary  reports  are  issued  be- 
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tween  quarterly  reports  if  evidence  re- 
quires it.  You  are  never  left  "up  in  the 
air"  as  to  Value  Line's  current  appraisal 
of  a  particular  stock— either  in  relation 
to  all  other  stocks  covered  in  the  Survey 
or  in  relation  to  your  personal  require- 
ments. 

With  the  latest  full-page  report  and 
analysis  of  a  particular  stock  at  hand, 
plus  any  interim  report  published  in 
The  Value  Line  Investment  Survey  be- 
tween full-page  reports,  plus  the  cur- 
rent weekly  ratings,  the  investor  is  in  a 
position  to  come  to  a  decision  about  his 
investment  portfolio. 

Value  Line  puts  you  in  a  position  to 
select  from  the  broad  field  of  values 
quickly,  rationally,  dispassionately, 
those  particular  stocks  which  at  the 
time  best  fit  your  personal  investment 
goals. 

You  may  decide,  for  example,  to  re- 
tain a  high-ranked  stock  (Group  I  or 
II )  because  it  appears  likely  to  perform 
better  than  stocks  in  the  other  three 
groups.  Or  you  may  decide  to  take  your 
loss  with  a  low-ranked  stock  (Group  IV 
or  V)  and  switch  into  a  high-ranked 
stock  whose  prospects— and  probabili- 
ties—are likely  to  be  better. 

Whatever  you  do,  you  know  you  can 
look  to  Value  Line  research  and  evalu- 
ations to  help  you  overcome  that 
"locked  in"  feeling. 

Subscription  Terms— 4-Week  Trial  Offer 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


At  The  Crossroads 


Business  statistics  now  confirm  that 
the  American  economy  has  been  mov- 
ing downhill  for  some  time.  Produc- 
tion is  levelling  off,  retail  sales  are 
sluggish,  and  unemployment  is  rising. 
The  decline  has  been  of  modest  pro- 
portions so  far,  actually  hardly  more 
than  a  dip. 

This,  of  course,  is  the  result  of  the 
Federal  Reserve's  efforts  to  cool  down 
the  boom  in  order  to  moderate  the 
rate  of  inflation.  Now  the  economists 
wonder  what  will  happen  next.  Will 
the  tight  credit  policy  succeed  in 
reducing  inflation  to  a  more  tolerable 
pace  of,  say,  3/2%  to  4%  a  year,  or  will 
the  choking  effect  of  tight  money  be- 
come so  serious  that  its  consequences 
cannot  be  easily  reversed?  It  is  hardly 
surprising  that  such  economic  brink- 
manship causes  uneasiness  among  in- 
vestors who  already  have  lost  a  great 
deal  of  money  this  year,  regardless  of 
whether  they  owned  stocks  or  bonds. 

I  doubt  that  monetary  policies  alone 
can  arrest  inflation,  unless  pursued 
with  determination  bordering  on  ruth- 
lessness.  But  there  will  be  such  a  hue 
and  cry  if  unemployment  should  go 
up  another  percentage  point  that  the 
Nixon  Administration,  just  as  Eisen- 
hower did  a  dozen  years  ago,  will 
push  the  panic  button  and  do  every- 
thing in  its  power  to  prevent  the  slow- 
down from  deteriorating  into  a  real 
recession.  Let  us  be  realistic:  Inflation 
at  the  present  rate  is  bad,  very  bad; 
but  from  a  practical  political  point  of 
view,  a  recession  is  worse.  Nixon,  I 
am  sure,  will  choose  the  minor  evil. 
He  will  remember  that  Eisenhower, 
his  former  boss  who  wanted  to  be  as 
fiscally  conservative  as  the  present 
Administration,  when  faced  with 
similar  circumstances  plunged  into  a 
spending  spree  that  resulted  in  the 
biggest  peace-time  deficit  in  the  his- 
tory of  the  nation.  The  pressures  will 
be  irresistable. 

Everyone  would  be  pleasantly  sur- 
prised if  inflation  could  be  reduced 
to  4%  or  less  by  next  year,  but  it  would 
not  be  safe  to  count  on  it.  With  no 
sign  ol  sell-restraint  on  prices  or 
wages,  we  will  be  fortunate  if  the 
cost  of  living  does  not  go  up  more 
than  5%.  How  does  this  prospect  affect 
investment  strategy?  What  investment 
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policy  changes  are  called  for? 

In  former  years,  when  the  dollar 
depreciated  only  1.5%  or  2%  a  year, 
an  investor's  reasonable  objective  was 
a  return  of  10%  annually.  Even  a  good 
utility  stock  could  accomplish  this. 
Under  today's  conditions  our  investor 
will  have  to  do  better  than  that  or 
he  is  bound  to  fall  behind.  If  you 
wonder  why  the  stocks  of  the  big  oil 
companies,  for  instance,  are  acting  so 
poorly,  it  is  simply  because  the  growth 
rate  of  the  oil  industry  is  insufficient 
fully  to  compensate  for  inflation.  In 
other  words,  we  now  must  look  for 
companies  that  hold  the  promise  of 
growing  a  good  deal  faster  than  the 
economy  as  a  whole. 

Good  Growth  at  Good  Prices 

This  is  not  an  original  idea,  of 
course.  Professional  investors  have 
been  willing  to  pay  premium  prices 
for  above-average  growth  for  a  long 
time.  Certain  industries  have  a  nimbus 
of  growth,  whether  it  be  business  ma- 
chines or  mobile  homes,  pharmaceu- 
ticals or  fried  chicken  franchises.  Their 
popularity  often  leads  to  price  exag- 
gerations that  not  only  make  invest- 
ments in  such  companies  more  hazard- 
ous, but  also  tend  to  reduce  the  net 
return,  if  the  earnings  multiple  paid 
for  a  stock  is  too  high  in  relation  to 
earnings  growth. 

Good  growth,  however,  can  be 
found  in  almost  any  industry,  and 
prices  for  such  stocks  are  not  neces- 
sarily exorbitant.  One  would  hardly 
look  for  much  excitement  in  the  food 
industry,  yet  a  new  management  team 
at  Quaker  Oats  succeeded  in  raising 
profits  well  over  50%  between  1965 
and  1969.  That  is  not  bad  for  an  old- 
time  blue  chip.  The  stock  is  selling  at 
about  16'i>  times  probable  earnings  of 
$3.40  a  common  share  for  the  current 
fiscal  year. 

Kinney  National  Service  has  grown 
tremendously  since  I  first  mentioned  it 
in  this  column  (April  1965),  both  in- 
ternally and  through  several  acquisi- 
tions. Kinney  is  now  a  well  diversified 
company  with  activities  ranging  from 
Funeral  parlors  to  comic  books,  from 
parking  lots  and  car  rentals  to  build- 
ing cleaning  services  and  motion  pic- 
tures. While  profits  for  the  fiscal  year 
ended  Sept.  30,  1969  will  be  deepl> 
depressed   by   a   $25-million   write-off 


necessitated  by  the  Warner  Bros.- 
Seven  Arts  acquisition,  this  balance 
sheet  clean-up  should  pave  the  way 
for  record  earnings  in  the  current 
fiscal  year.  The  stock  is  speculative, 
but  appealing. 

The  disenchantment  with  conglom- 
erates is  continuing,  but  because  of 
the  sins  of  some  one  should  not  dis- 
card all  of  them  as  undersirable.  I 
would  make  exceptions  for  City  In- 
vesting as  well  as  Walter  Kidcle.  Both 
companies  are  competently  managed 
and  have  intriguing  potentialities. 
Litton,  too,  looks  attractive  once  again, 
although  it  is  improbable  that  it  will 
soon  regain  its  former  exalted  status. 
Earnings  for  the  current  fiscal  year, 
which  ends  next  July,  may  approach 
$3  a  share,  a  new  high.  The  indicated 
price/earnings  ratio  of  18  certainly  is 
a  far  cry  from  the  fancy  multiples 
of  over  40  that  Litton  enjoyed  in 
former  years. 

International  Tel  6-  Tel,  which  mi- 
raculously escaped  the  investors'  wrath 
against  conglomerates,  continues  to 
progress  at  an  impressive  pace.  Its 
innumerable  subsidiaries  are  engaged 
in  many  of  the  most  promising  fields. 
The  future  growth  rate  of  ITT  is 
believed  to  be  at  least  12%  a  year. 
Thus  a  price  of  around  58,  giving 
current  earnings  a  multiple  of  19,  is 
realistic  and  leaves  room  for  further 
appreciation. 

The  price  of  Celanese  Corp.  has 
moved  within  an  unusually  narrow 
range  this  year  and  currently  is  close 
to  the  lower  end  of  this  range. 
Celanese  is  not  a  fast-growing  com- 
pany, but  its  growth  rate  is  well 
above  average,  and  at  only  about  12 
times  current  earnings  this  stock  is 
anything  but  overvalued.  Last  year 
the  company  wrote  off  an  accumula- 
tion of  past  mistakes  by  charging 
nearly  $135  million  against  surplus. 
Elimination  of  this  burden  should  per- 
mit a  reasonably  good  gain  in  profits 
in  the  years  ahead. 

It  is  sometimes  overlooked  that 
even  growth  companies  can  suffer  oc- 
casional setbacks  caused  by  cyclical 
factors  or  other  problems.  Litton  is  a 
case  in  point.  However,  even  cyclical 
companies  can  show  good  long-term 
growth,  althought  not  necessarily  year 
after  year.  Clark  Equipment,  which  I 
mentioned  recently,  expects  to  double 
its  sales  from  $507  million  in  1968 
to  the  billion-dollar  mark  by  1973. 
This  works  out  to  a  growth  rate  of 
about  12%.  Clark  is  selling  at  a  com- 
paratively low  multiple  of  only  about 
11  times  estimated  1969  earnings. 
While  an  uncertain  economic  outlook 
makes  it  difficult  to  predict  next  year's 
profits,  the  longer-range  prospects  are 
distinctly  favorable.  ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


The  Time  Bomb 


As  I  have  been  trying  to  demonstrate 
in  recent  columns,  there  is  evidence 
that  the  stock  market's  over-all  tech- 
nical position  improved  greatly  during 
the  summer  months.  The  improve- 
ment was  reflected  by  a  steady  rise 
in  the  volume  of  sidelined  surplus 
buying  power,  which  became  visible 
first  in  a  marked  expansion  of  the 
New  York  Stock  Exchange  short  in- 
terest and  then  in  large  additions  to 
cash  reserves  held  by  mutual  funds. 
My  guess  is  that  the  total  of  sur- 
plus cash  and  equivalents  swelled 
to  at  least  S4  billion,  consisting  of 
about  $1  billion  held  by  the  mutual 
funds,  $2  billion  in  the  hands  of  other 
institutional  investors,  and  perhaps 
another  SI  billion  among  holders  of 
short  positions  and  margin-account 
speculators.  This  is  necessarily  a  very 
rough  guess,  but  I  think  it's  a  quite 
conservative  one.  In  any  case,  $4  bil- 
lion would  represent  a  huge  quantity 
of  potential  demand.  For  all  of  1968, 
on  the  whole  a  bull-market  year,  net 
stock  purchases  on  the  NYSE  by 
round-lot  investors  totaled  probably 
no  more  than  $2.5  billion.  So  far 
this  year,  under  bear-market  condi- 
tions, round-lot  net  buying  on  the 
Big  Board  has  amounted  to  perhaps 
a  little  over  $1  billion. 

A  multibillion-dollar  hoard  of  side- 
lined investment  demand  at  this  time 
has  some  intriguing  aspects.  Given 
the  areas  where  it  can  be  discerned, 
most  of  it  can  be  expected  to  flow 
back  into  the  stock  market  sooner  or 
later.  This  means  that  the  stock  mar- 
ket may  now  be  the  economy's  only 
major  sector  where  monetary  ease 
prevails.  In  other  words,  tight  money 
need  no  longer  have  a  direct  adverse 
impact  on  the  trend  of  stock  prices; 
nor  need  a  revival  of  investment  de- 
mand for  common  stocks  wait  for 
new  growth  in  the  money  supply  to 
provide  the  wherewithal. 

Noteworthy,  too,  is  the  fact  that 
this  situation  exists  after  a  steep  fall 
in  stock  prices.  Investors  can  argue 
over  whether  this  drop  represents  an 
adequate  adjustment  to  the  likely 
deterioration  in  corporate  earnings. 
But  most  will  probably  agree  that  any 
significant  further  market  decline — 
to  under  Dow  800 — would  soon  pro- 
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duce  a  substantial  overdiscount  of 
any  conceivable  attrition  in  earnings 
and  so  expose  highly  desirable  op- 
portunity to  buy  long-term  bargains. 
Under  such  circumstances,  a  huge 
pool  of  potential  buying  power  can 
function  like  a  time  bomb.  It's  prob- 
ably fair  to  assume  that  institutional 
and  other  sophisticated  long-term  in- 
vestors will  try  to  anticipate  a  new 
recovery  trend  in  corporate  earnings 
by  making  their  purchases  about  six 
months  beforehand.  At  present,  the 
rough  consensus  seems  to  be  that 
earnings  will  begin  to  show  signs  of 
improving  not  long  after  mid-1970. 
Accordingly,  cash  hoarders  could  be 
expected  to  start  buying  stocks  in 
volume  some  time  during  the  first 
quarter,  say,  about  three  months  from 
now.  Meanwhile,  presumably  with 
cash  earning  interest  at  annual  rates 
of  7%  to  10%,  they  can  wait  in  comfort 
for  the  market   to  drop   some  more. 

A  Risk  of  Loss 

Or  can  they?  Because  common 
stocks  return  a  dividend  yield  of 
about  3.5%  on  average,  the  net  ad- 
vantage of  holding  buying  power 
reserves  in  interest-bearing  short-term 
investments  is  only,  say,  5%  a  year. 
This  advantage  is  equal  to  a  net  re- 
turn of  but  1/4%  if  the  reserves  are 
to  be%held  for  at  most  three  months 
and  then  used  to  buy  common  stocks. 
Obviously,  therefore,  hoarding  cash 
for  the  short  term  will  be  an  unprofit- 
able speculation  if  the  average  stock 
price  level  advances  during  the  hoard- 
ing period  by  as  little  as  1/4%,  equiva- 
lent of  a  negligible  rise  from  800  to 
810  in  the  Dow.  That  is  to  say, 
massive  buying  power  reserves  can 
involve  a  risk  of  loss,  too. 

No  one  is  more  apt  to  recognize 
this  risk  than  the  highly  competitive 
professional  investor  who  waits  with 
excess  cash  for  an  "ideal"  near-term 
bargain  juncture  and  knows  that  other 
shaip  investors,  also  cash-rich  and 
with  similar  intentions,  may  try  to  beat 
him  to  the  draw.  It  is  this  recogni- 
tion that  in  the  past  has  lengthened 
.the  advance-discount  and  has  sparked 
buying  stampedes  before  prices  fell  to 
hoped-for  lows;  the  tinder  for  another 
such  stampede  was  clearly  present  at 
presstime,  and  the  fuse  was  getting 
shorter  daily.  ■ 
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CONVERTIBLES 

Convertible  Bonds  and  Convertible  Pre* 
ferred  Stocks  now  currently  traded  can  be  | 
ignored  by  an  investor  only  to  his  own  § 
detriment.  In  many  cases  an  intelligently 
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much  appreciation  as  the  common  on  the 
upside. 
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you  can  profit  from  the  1,000  convertibles  | 
currently  traded. 

A  valuable  descriptive  folder  is  avail-  g 
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STOCK  TRENDS 

By  Myron  Simons 


There  Are  Bargains  And  Bargains 


In  two  recent  guest  columns  ("The 
Coming  Advance  Past  1000,"  Oct.  1, 
and  "They  Don't  Bing  Bells  in  Wall 
Street,"  Sept.  1),  I  predicted  that 
the  market  was  getting  ready  to  turn 
around.  In  this  column  I'm  going  to 
make  some  suggestions  on  how  best 
to  take  advantage  of  the  turnaround, 
which  seems  to  be  under  way;  how  to 
distinguish  undervalued  stocks  from 
low-value  stocks,  real  bargains  from 
bargain-basement  merchandise. 

Here  are  my  general  rules : 
•  Stocks  undervalued  relative  to  assets 

If  the  value  of  the  fixed  assets  plus 
current  assets  minus  all  debt  and 
claims  of  prior  securities  io  more  than 
the  stock  sells  for,  it's  a  good  indica- 
tion that  you're  getting  your  money's 
worth.  This  doesn't  necessarily  mean 
that  the  stock  will  go  up.  Very  often 
stocks  of  this  sort  nave  low  growth 
potential  and  remain  undervalued, 
even  in  good  markets.  Anaconda,  for 
example,  sells  far  below  book  value 
because  of  its  problem-ridden  foreign 
interests;  International  Minerals  <b 
Chemical,  troubled  by  a  terrible  cost 
squeeze  in  the  fertilizer  business, 
won't  show  growth  for  some  time. 

On  the  other  hand,  companies  with 
strong  assets  combined  with  growth 
potential  are  good  buys.  For  example, 
some  of  the  insurance  companies,  like 
Aetna  or  Crum  6-  Forster,  sell  for  be- 
low their  book  values,  and  with  more 
progressive  orientation,  they  surely 
have  a  bright  future, 
o  Stocks  undervalued  relative  to  their 
groups 

If  a  stock  sells  at  a  considerably 
lower  price/ earnings  multiple  than 
most  stocks  in  the  same  line  of  busi- 
ness, it  could  be  a  buy.  But  you  have 
to  watch  out  for  two  things.  First,  that 
the  stock's  potentials  may  be  low. 
Second,  that  the  whole  group  is  not 
going  out  of  favor.  (Look  at  the  con- 
glomerates, down  50%  or  so  from  their 
highs.  It's  small  comfort  to  have 
bought  a  stock  that  was  selling  at  the 
lowest  P/E  multiple  of  that  group! ) 

On  the  other  hand,  a  stock  selling 
at  a  lower  multiple  than  its  group  can 
be  a  good  buy  if  it  has  a  good  growth 
potential  and  the  group  itself  also  lias 
a  good  future.  Two  stocks  in  particu- 
lar strike  me  as  good  buys  of  this  type: 

A    guest    columnist,    Mr.    Simons    is    research 
partner  with  the   NYSE  firm  ot  Hirsch   &  Co. 


Dearborn  Computer  6-  Marine  is  in 
the  computer  leasing  business,  but 
over  50%  of  its  earnings  come  from  off- 
shore drilling  in  which  P/E  multiples 
go  as  high  as  30  to  40.  The  stock,  at 
13  times  fiscal  1969's  $2.50,  sells  well 
below  average.  Varian,  at  37  times  an- 
ticipated earnings,  sells  below  the  40 
to  50  multiple  typical  in  electronics, 
and  its  future  looks  very  interesting. 

•  Stocks  undervalued  relative  to  their 
past  history 

If  a  stock  sold  at  an  average  price/ 
earnings  multiple  of  30  over  a  five- 
year  period,  and  it's  now  selling  at 
one  of  20,  it  may  be  undervalued.  But 
be  sure  that  the  growth  potential  is  as 
good  as  it  used  to  be.  Nuclear  stocks, 
for  instance,  used  to  have  very  much 
higher  multiples;  so  did  the  steels,  the 
chemicals  and  the  aluminums,  to  name 
a  few.  The  point  is  that  you  can't  ex- 
pect a  stock  to  come  back  to  the  high 
multiple  it  got  when  everything  looked 
extra  rosy,  unless  things  look  just  as 
rosy  again.  Two  good  stocks  where 
the  P/E  is  subnormal  are: 

Allied  Chemical,  at  the  beginning 
of  a  probable  turnaround  in  earnings, 
sells  at  14  times  its  anticipated  $2.20 
for  this  year;  its  typical  average  P/E 
multiple  used  to  be  20.  Litton,  former- 
ly a  highflier  which  consistently  sold 
at  over  30  times  its  earnings,  is  now 
selling  at  about  18  times  its  estimated 
earnings  for  fiscal  1970.  Its  main  diffi- 
culty has  come  from  its  shipbuilding 
division,  which  now  seems  to  have 
much  improved  prospects. 

•  Stocks  undervalued  relative  to  their 
own  future 

Companies  that  will  grow  through 
good  times  and  bad  are  worth  a  high 
price /earnings  multiple.  The  better 
known  of  these  stocks  are  wonderful 
to  own,  especially  when  you  have  a 
chance  to  buy  them  in  bear  markets. 
At  this  time,  my  preference  in  this 
type  stock  runs  to  those  in  the  con- 
struction, antipollution  and  computer 
peripheral  fields,  such  as  Aqua-Chem, 
Kaufman  6-  Broad,  ITT,  and  Ampcx. 

What  I'm  saying  is  simply  this:  It 
isn't  enough  to  know  that  the  market 
is  going  to  go  up.  You  also  have  to 
know  which  stocks  to  buy.  And  that's 
what  I've  tried  to  do  in  this  column: 
Give  specifics  on  how  to  take  advan- 
tage of  a  market  that  is  turning 
around. ■ 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


The  State  Of  Currencies 


Some  animal  meetings  are  more 
momentous  than  others,  and  it  was 
expected  that  this  year's  meeting  of 
the  International  Monetary  Fund 
would  be  extremely  important.  The 
Special  Drawing  Rights — the  so- 
called  "paper  gold" — had  been  ap- 
proved earlier  this  year  by  the  major 
powers,  and  it  only  needed  formal 
IMF  approval  to  activate  this  mo- 
mentous step.  It  will  add  over  the 
next  three  years  some  $9.5  billion 
to  world  liquidity. 

Secretary  of  the  Treasury  Kennedy 
and  British  Chancellor  of  the  Ex- 
chequer Jenkins  were  both  scheduled 
to  speak  at  the  IMF  meeting  in  favor 
of  more  flexible  exchange  rates.  Even 
as  they  spoke,  German)  acted.  The 
German  elections,  which  coincided 
with  the  IMF  meeting,  brought  about 
unexpected  heav\  foreign  exchange 
activities.  Germany  was  flooded  with 
speculative  funds  from  all  over  the 
world,  and  it  was  decided  temporarily 
to  allow  the  value  ot  the  German 
mark  to  "float."  This,  of  course,  means 
that  the  day-to-day  value  ol  the  mark 
in  the  foreign  exchange  market  would 

be  determined  automatically  by  supply 

and  demand,  without  the  Central 
Hank  coining  in  to  Stabilize  the  mar- 
ket at  an>   particular  level. 

This  step  was  contrarv  to  the  rules 
of  the  IMF.  although  it  was  done 
with  its  approval.  Under  IMF  rules. 
the  parities  of  currencies  are  pegged, 
and  variations  ol  no  more  than  1% 
are  allowed  before  various  monetary 
authorities  are  required  to  step  into 
the  market  and  stabilize  the  price.  To 
allow  variations  of  greater  than  1% 
obviously  has  disadvantages.  The  ad- 
vantages, however,  are  not  that  ob- 
vious, but  may  be  somewhat  simply 
explained  as  follows:  If  variations  of, 
say.  \()c{  were  allowed,  any  important 
disequilibrium  in  a  country's  balance 
of  payments  would  automatically  lead 
to  an  adjustment  of  currency  prices 
on  the  world  market.  An  unfavorable 
balance  would  make  a  country's  ex- 
ports cheaper  and  its  imports  more 
expensive,  and,  in  many  instances, 
such  an  automatic  adjustment  might 
I  be  sufficient  to  correct  a  minor  sick- 
Bess  from  becoming  a  chronic  illness. 

Sterling,  for  example,  had  been 
"sick"  on  international  monetary  mar- 
kets since  at  least  1964.  Devaluation 


took  place  over  three  years  later,  and 
was  no  greater  than  14%.  If,  instead 
of  devaluing,  the  foreign  exchange 
market  had,  through  the  normal  mar- 
ket action  of  supply  and  demand,  re- 
duced the  price  of  sterling  bv,  say, 
or  8%  in  1965  or  1966,  this 
might  have  been  a  sufficient  adjust- 
ment to  prevent  any  further  deteriora- 
tion. The  revaluation  of  the  German 
mark,  when  it  ultimately  comes,  is 
certainly  not  expected  to  be  more 
than  10% — if  anything,  less.  Floating 
currency  rates  would  have  made  the 
mark  more  expensive  on  world  mar- 
kets some  time  ago.  It  would  have 
prevented  Germany  from  accumulat- 
ing a  favorable  balance  of  payments  of 
over  -S4.5  million  over  the  last  year, 

Don't  Speculate  on   Gold 

The  important  thing  now  is  to  work- 
out a  means  of  international  settle- 
ments that  would  allow  some  degree 
ol  flexibility  and,  at  the  same  time, 
give  foreign  exchange  markets  some 
long-term  stability.  The  approval  of 
the  Special  Drawing  Rights  and  the 
excellent  way  in  which  the  two-tier 
gold  market  is  working  should  cer- 
tainly stop  any  major  speculation 
based  on  the  possibility  of  an  increase 
in  the  price  of  gold.  I  cannot  repeat 
too  often  the  advice  that,  while  good 
values  may  be  available  among  gold 
shares,  -any  purchases  should  be  made 
on  the  assumption  that  the  price  of 
gold  will  not  vary.  I  believe  that  the 
introduction  of  the  Special  Drawing 
Rights  is  the  first  step  toward  a  com- 
plete demonetarization  of  gold,  though 
regrettably  this  may  not  take  place 
for  some  time. 

The  Justice  Department  has  stepped 
in  on  the  proposed  Sohio-British  Pe- 
troleum merger,  and  although  it  ap- 
parently intends  to  treat  it  with  kid 
gloves,  the  issue  could  have  very 
important  and  interesting  conse- 
quences. American  oil  concerns  com- 
pletely dominate  the  Western  Euro- 
pean oil  business.  Yet  the  one  attempt 
by  a  foreign  company  to  enlarge  its 
activities  in  the  U.S.  immediately 
brings  Justice  Department  action.  This 
is  bound  to  increase  anti-American 
feeling,  and  is  hardly  an  intelligent 
way  to  encourage  overseas  invest- 
ments in  the  U.S.,  which  we  are 
theoretically  trying  to  do.  ■ 


Can  professional 

management  help 

make  your 

$5,000  to  $50,000 

portfolio  grow 
as  fast  as  you  want? 


Whether  you  are  investing  in  common  stocks 
for  retirement  income,  children's  education 
or  freedom  from  financial  worry,  you  want 
your  money  to  grow  as  rapidly  as  possible. 
Yet,  perhaps  for  reasons  beyond  your  con- 
trol, you  may  find  your  capital  is  not  build- 
ing up  as  fast  as  you  expect  it  to. 

To  help  solve  this  very  problem,  investors 
in  more  than  55  countries  use  The  Danforth 
Associates  Investment  Management  Plan. 
The  professional  supervision  it  offers  can, 
we  believe,  work  to  balance  the  risks  of 
common  stock  investments  and  help  you 
better  achieve  your  capital  growth  goals. 

Find  out  how  you  may  begin  benefiting 
from  this  tested  plan  with  as  little  as  $5,000 
in  cash  or  securities.  For  a  free  copy  of  our 
42-page  descriptive  booklet,  including  a 
complete  10-year  "performance  record," 
simply  write  Dept.  J -40. 

the  Danforth  Associates 

Wellesley  hills,  Mass.',  tj.s.a.  02181 

Investment  Management  •  Incorporated  1936 


DIVIDEND  ieiTmii' 


NOTICE 


^OTOR  OH 


> 


The  following  dividends  have 
been  declared: 

20c  per  share  on  the  Common 
Stock  of  the  Company  payable 
December  15, 1969  to  stockholders 
of  record  at  the  close  of  business 
on  November  28,  1969. 


< 


33V3C  per  share  on  the  $1.33^ 
Cumulative  Preference  Common 
Stock  of  the  Company  payable 
on  January  1,  1970  to  stock- 
holders of  record  at  the  close  of 
business  on  November  28.  1969. 


397/i2<f  per  share  on  the  Sl.SS1/^ 
Cumulative  Preference  Common 
Stock  of  the  Company  payable 
on  January  1, 1970  to  stockholders 
of  record  at  the  close  of  business 
on  November  28,  1969. 

R.  B.  Berryman 
Secretary 

October  6,  1969 
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Southern  California 
Edison  Company 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

CUMULATIVE  PREFERRED  STOCK: 
4.08%  SERIES 
Dividend  No.  79 
25V2  cents  per  share; 
4.24%  SERIES 
Dividend  No.  56 
26%  cents  per  share; 
4.78%  SERIES 
Dividend  No.  48 
29%  cents  per  share; 
5.80%  SERIES 
Dividend  No.  12 
36%  cents  per  share. 

The  above  dividends  are 
payable  November  30, 1969 
to  shareholders  of  record 
November  5.  Checks  will  be 
mailed  from  the  Company's 
office  in  Los  Angeles  No- 
vember 28. 

PRENTISC.  HALE,  Treasurer 
October  16,  1969 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  October  9, 
1969,  declared  a  fourth 
quarter  dividend  of  60  cents 
per  share  on  the  Company's 
outstanding  stock,  payable 
December  1 ,  1969,  to  stock- 
holders of  record  October 
31,  1969. 


xypd 


The  American  Road 
Dearborn,  Michigan  48121 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


High-Quality  Growth 


Two  weeks  ago,  I  expressed  the 
opinion  that  the  companies  and  indus- 
tries with  good  earnings  visibility  for 
1970  would  capture  the  major  share 
of  attention.  I'd  like  to  repeat  the 
theme,  for  it  could  be  the  key  to  a 
period  where  the  widely  publicized 
Dow  average  in  effect  is  a  30-inch 
yardstick.  High-quality,  above-aver- 
age growth  stocks  have  been  in  a  pri- 
vate bull  market  throughout  the  year 
whereas  a  major  correction  has  been 
taking  place  in  last  year's  overex- 
ploited    areas. 

It  seems  to  me  that  Dow  Chemical 
(around  71,  paying  $2.60)  merits 
long-term  interest.  About  half  the 
company's  business  consists  of  what 
might  be  termed  specialties  that  have 
an  above-average  growth  rate  rather 
than  commodities  whose  demand  is 
cyclical.  About  one-third  of  Dow's 
business  is  now  outside  the  U.S.  where 
demand  is  growing  faster  than  in  this 
country.  The  company's  consumer 
products  and  bio-products  division  in- 
cludes a  fast-growing  pharmaceutical 
operation  (Novahistine,  etc.).  Not  only 
has  Dow  consistently  outperformed 
other  major  chemical  producers,  but  I 
believe  1969  earnings  will  reach  a 
new  record  of  close  to  $5  per  share; 
$4.51  was  earned  in  1968. 

In  my  opinion,  National  Distillers' 
earnings  trend  is  now  comfortably  up- 
ward. Due  to  a  slow  start,  however, 
the  full  year  of  1969  may  be  only 
some  5%  to  10%  better  than  the  $1.26- 
per-share  profit  of  1968,  which  in  turn 
compared  with  an  all-time  peak  profit 
of  $1.61  in  1967.  Hut  the  company's 
1970  earnings  visibility  is  good,  with 
the  prospect  that  a  new  uptrend 
may  be  starting.  For  one  thing,  with 
the  company  having  maintained  its 
sales  leadership  in  bourbon  and  the 
Canadian  whiskey  operation  benefit- 
ting from  an  increased  supply  of  aged 
whiskey,  this  division  has  the  promise 
of  peak  profits  in  1970.  Secondly,  the 
chemical  division,  which  is  the  swing 
area  of  the  National  Distillers'  com- 
plex, enjoys  a  good  1970  outlook. 
This  is  an  attractive  turnaround  specu- 
lation at  under  19,  paying  90  cents. 

There  is  little  question  but  that  the 
conglomerate  concept  as  such  has  lost 
its  stock-market  "charm."  There  like- 
Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  lirm  ol   Josephthal   &  Co. 


wise  is  little  question  but  that  Gulf 
6-.  Western,  a  company  that  was  one 
of  the  leading  exponents  of  the  philos- 
ophy of  growth  via  acquisition  by  an 
exchange  of  securities,  had  a  "down 
year"  in  the  fiscal  period  ended  July 
31.  But  the  market  may  be  under- 
estimating possible  pluses.  With  Gulf 
&  Western  selling  around  24  against 
a  1969  range  of  50-19,  it  seems  to  me 
that  the  unfavorable  comparisons  are 
less  important  than  the  prospect  of  a 
good  increase  in  operating  earnings  in 
the  1970  fiscal  year.  Tentatively,  I 
project  fiscal  1970  operating  earnings 
in  the  area  of  $60  million,  a  20%  im- 
provement, and  the  results  could  be 
even  better. 

The  Brighter  Side 

In  the  past  two  months,  the  market 
as  measured  by  the  DJI  has  seemingly 
been  stalemated  by  a  lack  of  convic- 
tion. But  with  the  negative  argu- 
ments so  well  known  as  to  be  a  little 
shopworn,  it  may  be  significant  to  note 
that  beneath-the-surface  constructive 
forces  have  been  developing. 

•  The  market's  internal  strength 
seems  to  have  improved.  Fewer  stocks 
have  declined  to  new  lows  when  the 
averages  have  been  at  the  bottom 
limits  of  the  800-840  trading  range, 
and  more  have  been  reaching  new 
highs  when  the  averages  were  in  the 
upper  limits  of  this  range. 

•  The  Government's  restrictive 
policies  are  working.  Thus  there  is 
little  need  for  further  restraints  and 
the  pressures  behind  the  record-high 
interest  rate  structure  are  lessening. 
The  stage  is  being  set  for  a  change  in 
existing  restrictive  credit  policy,  as 
well  as  a  better  balanced  and  sounder 
upturn  in  the  second  half  of  1970. 

•  The  market  as  a  whole  has  ade- 
quately discounted  the  modest  busi- 
ness recession  I  foresee  in  coming 
months.  This  could  serve  to  heighten 
issue  selectivity  within  the  framework 
of  the  averages. 

•  In  my  opinion,  the  threat  of  a 
major  international  monetary  crisis  is 
now  passing  into  limbo.  The  fact  that 
the  German  mark  has  been  permitted 
to  "float"  so  as  to  absorb  speculative 
pressures  could  remove  the  last  of  the 
irritants.  This  could  mean  that  the 
threat  to  the  pound  and  the  dollar  will 
be  removed.  ■ 
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THE  FUNDS 


Rising  Sun? 

The  foreign  country  most  popular 
with  fund  managers  this  year  is  Japan, 
but  not  for  vacation  reasons.  With 
the  Japanese  stock  market  up  34%  last 
year  VS.  7.6"  for  Standard  &  Poor's 
500  stock  average,  the  fundmen  are 
on  a  buying  spree.  "The  Tokyo  air- 
port has  begun  to  look  like  a  revolving 
door  with  all  the  U.S.  and  European 
fund  managers  going  through  there," 
says  Steven  Schaefer,  vice  president 
of  the  closed-end  Japan  Fund,  which 
bins  only  Japanese  securities. 

The  $54.5  million  (assets)  Japan 
Fund  (Forbes,  May  1)  was  up  59%  last 
year.  Now  the  big  funds  are  starting 
to  buy  Japanese  stocks.  The  Keystone 
hinds  broke  the  ice  in  the  first  quarter; 
now  about  $85  million  (5%)  of  their 
assets  are  in  Japanese  stocks.  In  the 
second  quarter,  funds  like  Enterprise, 
Fidelity  Trend  and  Oppenheimer 
bought  more  modest  amounts.  Then 
in  August  big  Dreyfus  Fund  took  the 
plunge  by  buying  about  $100  million 
worth  of  Japanese  stocks,  Dearly  5% 
of  its  S2.3-hillion  assets. 

Behind  the  spurt  in  interest  m 
Japanese  stocks  is,  of  course,  the 
sad  state  of  the  U.S.  stock  market. 
The  S&P  500  is  down  7.37  this  year, 
but  the  Tokyo  market  is  up  20.6%. 
"Partly,  it  was  a  matter  of  alterna- 
tives," says  Richard  A.  M.  C.  Johnson, 
vice  president  and  portfolio  manager 
of  the  Dreyfus  Fund.  "With  the  diffi- 
cult economic  outlook  in  the  States, 
especially  for  corporate  profits,  I 
think  one  can  find  a  broader  selection 
of  companies  that  are  moving  ahead 
over  there." 

However,  Johnson  and  Robert  M. 
Smith,  senior  vice  president  of  the 
Keystone  funds,  argue  that  their 
moves  were  not  defensive.  The  basic 
attraction  of  Japanese  stocks,  says 
Smith,  is  the  Japanese  economy,  third- 
largest  in  the  world  (after  the  U.S. 
and  Russia)  and  growing  at  a  rate 
of  around  12%  compared  with  the  U.S. 
rate  of  about  2%.  With  some  Japanese 
companies  showing  potential  earnings 
growth  of  20%  or  more  per  year,  Smith 
believes  that  many  Japanese  stocks, 
which  sell  at  an  average  of  13  times 
earnings,  are  undervalued.  And,  he 
adds,  conservative  bookkeeping  adds 
I  to  the  attraction:  "You  can  find  com- 
panies whose  earnings  could  be  as 
I  much  as  50%  higher." 

The  biggest  problem  with  buying 
(Japanese  stocks  is  the  U.S.  Govcrn- 
jment's  11.25%  Interest  Equalization 
I  Tax.  When  Dreyfus  puts  S100  into  Jap- 
anese   stocks,    it   must    pay    $111.25. 


Behind  every  successful  businessman 


. . .  you'll  find  us. 

We've  got  the  men  in  Europe  who  con- 
trol the  monetary  decisions  wrapped  up. 
Because  the  Financial  Times  is  more  than 
their  daily  reference  on  all  the  important 
issues  of  financial  and  business  news, 
economic,  political  and  foreign  affairs. 

It  is  the  arbiter  of  their  decisions. 
Behind  their  decisions  on  business.  Behind 
their  decisions  on  whether  they  should 
buy  your  product  or  service.  The  editorial 
atmosphere  is  so  charged  with  influence 
among  these  key  decision-makers  that  the 
medium  becomes  your  sales  message.  You 
don't  go  in  cold.  They're  pre-sold. 

Here's  proof:  In  no  less  than  five  out 
of  the  six  subjects  considered  by  busi- 
nessmen to  be  the  most  vital  to  them, 
the  Financial  Times  carries  more 
column  inches  than  the  total  of  all  the 


six  other  quality  UK  newspapers  added 
together.* 

Thus  the  Financial  Times  is  behind  the 
most  concentrated  captive  audience  of  the 
men  in  Europe  who  really  count.  The 
Financial  Times  covers  88%**  of  chief 
executives    in    Britain    and    39%***    in 
major  companies  in  continental  Europe. 
Be  with  us,  and  be  right  behind  them. 
Contact:  Grant  Webb  &  Co.  Inc., 
515  Madison  Avenue,  New  York  10022. 
Tel:  212-688  7550.  Offices  also  in 
Chicago,  San  Francisco  and  Los  Angeles. 

FINANCIAL  TIMES 

*  Editorial  Monitoring  of  Quality  U.K.  Newspapers 

during  January  1969 

•*  The  Businessman  and  his  Newspaper  Survey 

1967,  Research  Services  Ltd. 

***   European  Businessmen  Survey  1968,  British 

Market  Research  Bureau  Ltd. 


AFFLUENTS 

FORBES  was  first  measured  by  the  Simmons  Study  in 
1964. 

Our  readers  median  household  income  that  year  was 
$9,631-50%  greater  than  the  U.S.  median. 

It's  five  years  later,  and  Simmons  finds  that  FORBES' 
median  household  income  is  now  $14,060— up  46%. 
Now  we're  80%  above  the  national  median. 
That's  FORBES  for  you. 
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NO  SALES  CHARGE 

NO  REDEMPTION  CHARGE 

100  °/o  °f  y°ur  money  is  invested 
for  you  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil  •  aerospace 

•  communications,  etc. 
Only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PUNS 

ENERGY  FUND  is  a  qualified 
investment  under  Keoc h  Act. 


EMPLOYEE  PROFIT  SHARING 
PENSION  PLANS 

available  with  Energy  Fund. 


■ 
I 
I 
I. 


RALPH  E.  SAMUEL  &  CO.,  DlttriluUr 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,   New  York  10004  Dept.   f 

(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 

NAME 

ADDRESS 


-ZIP_ 


J 


New  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 


FUND 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund 
One  Charles  Center,  Dept. 
Baltimore,  Maryland  21201 

Name 

,  Inc. 
C 

(301)  539-1992 

Address 

Citv 

State 

7ip  Hnrto 

• 

• 

Since  the  market  value  of  the  stock 
is  only  $100,  the  fund  must  imme- 
diately show  a  10.1%  decline  in  the 
asset  value  of  the  purchase. 

This  is  becoming  less  of  a  problem. 
The  Securities  &  Exchange  Commis- 
sion has  now  eased  its  requirements 
for  registering  American  Depositary 
Receipts  for  Japanese  securities.  In 
the  last  four  months  Morgan  Guar- 
anty Trust  Co.  has  issued  ADRs  for 
such  companies  as  Matsushita  Electric 
Industry  Co.,  Toyoto  Motor  Co.,  Fuji 
Photo  Co.  and  Japan  Air  Lines  Co. 

An  American  mutual  fund  may  then 
deposit  its  Japanese  stock  in  the  Na- 
tional City  Bank  of  Japan  and  Morgan 
Guaranty  will  issue  an  equivalent 
amount  of  ADRs  in  the  U.S.  that 
can  be  sold  over  the  counter.  Typi- 
cally, an  ADR  would  trade  at  the 
Japanese  market  price  plus  an  amount 
nearly  equal  to  the  11.25%  tax.  But 
sometimes  it  actually  trades  above 
this  total,  because  the  Japanese  gov- 
ernment limits  to  20%  the  amount  of  a 
Japanese  company's  stock  that  may  be 
held  by  foreigners.  Such  holdings  may 
therefore  acquire  a  scarcity  value  of 
their-  own. 

Both  Keystone  and  Dreyfus  say  that 
their  Japanese  stocks  have  already 
gained  enough  to  more  than  cover  the 
11.25%  tax.  Which  means  that  they 
have  certainly  done  considerably  bet- 
ter than  the  rest  of  the  Dreyfus  port- 
folio (down  11%  for  the  year  accord- 
ing to  Arthur  Lipper  Corp.)  or  than 
Keystone,  whose  various  funds  are 
down  anywhere  from  3.7%  to  20%. 

Coming  Up  Roses 

Problems  are  something  Templeton 
Growth  Fund  has  never  lacked  since 
it  opened  shop  in  1954  to  invest  for 
Americans  in  foreign  stocks.  After 
only  three  years,  founder  John  M. 
Templeton  entered  into  a  joint  man- 
agement agreement  with  the  Axe- 
Houghton  group,  looking  for  broader 
distribution  of  his  shares  and  a  big 
increase  in  assets.  He  didn't  get  the 
assets  increase  he  was  looking  for, 
however,  and  he  took  over  sole  man- 
agement again  in  1963.  The  flip-flop 
disillusioned  many  Templeton  stock- 
holders, who  cashed  in  their  shares. 
That  same  year  the  U.S.  announced 
plans  for  the  Interest  Equalization  Tax 
on  purchases  of  foreign  securities  by 
Americans,  and  Templeton  stopped 
selling  new  shares.  More  stockholders 
took  flight.  The  over-all  result:  a  45% 
reduction  in  the  number  of  Templeton 
shares  outstanding  in  1963-64.  Since 
then,  no  new  money  has  come  in,  of 
course,  and  because  of  the  normal 
amount  of  redemptions,  Templeton 
has,  in  effect,  been  slowly  liquidating. 


Pity  the  poor  shareholder  who  held 
on?  Not  at  all.  Despite  the  steady  out- 
flow of  money  the  fund's  total  assets 
($6.8  million)  are  now  higher  than 
ever,  and  its  asset  value  per  share  has 
increased  143%  since  1963,  without 
counting  dividends  and  capital-gains 
distributions. 

Forbes'  latest  fund  performance 
ratings  (Aug.  15)  show  that  Temple- 
ton did  better  with  its  stockholders' 
■money  in  the  12  months  ended  last 
June  than  any  of  the  other  403  funds 
covered.  It  did  so  by  correctly  calling 
the  1969  bear  market.  "Roughly  two 
years  ago  we  started  to  gradually  build 
up  more  in  cash  and  bonds,"  says 
John  Templeton  from  his  office  in 
Nassau,  Bahamas.  His  last  report 
(Apr.  30)  shows  37%  of  assets  in  cash 
and  bonds.  "Yes,  we  were  too  early, 
but  for  the  last  year  it's  looked  good." 

The  amazing  thing  was  that  he 
even  picked  up  big  capital  gains  in 
his  bond  holdings.  "Money  has  not 
been  so  tight  in  Germany,  so  the  bond 
market  there  has  been  going  up.  In 
addition,  a  lot  of  people  outside  Ger- 
many were  bidding  up  German  bonds 
in  anticipation  of  revaluation  of  the 
mark.  We  also  had  convertible  bonds 
of  Takeda  [pharmaceuticals]  of  Japan, 
which  doubled  in  value." 

Avon  of  the  East 

Templeton's  success  hasn't  been 
limited  to  bonds.  Take  his  largest 
holding,  Shieseido  Co.:  "It  is  by  far 
the  largest  cosmetics  company  in  the 
Eastern  Hemisphere,"  he  says.  "We 
bought  it  about  four  years  ago  at  less 
than  two  times  earnings."  Since  then 
the  price  has  quadrupled. 

Then  there  was  Ericsson  Telephone, 
a  Swedish  manufacturer.  "You  know 
in  Sweden  they  don't  report  true  earn- 
ings," says  Templeton.  "If  you  applied 
American  accounting  principles  you 
found  that  it  was  selling  at  an  un- 
usually low  price/earnings  ratio." 

He  also  had  luck  with  Power  Corp. 
of  Canada.  "This  was  a  closed-end 
mutual  fund,"  he  says.  "It  was  man- 
aged conservatively  for,  oh,  I  guess 
20  years  or  more.  Then  a  new  aggres- 
sive management  came  in  and  the 
price  of  the  stock  went  from  around 
7  to  about  14." 

Such  good  fortune  has  convinced 
Templeton  he  should  start  selling 
shares  again — this  time  outside  the 
U.S. — and  test  his  ability  to  perform 
with  larger  amounts  of  money.  He 
sees  his  next  chance  just  ahead.  "It 
may  not  be  much  longer  before  we'll 
put  that  cash  and  bonds  back  into 
stocks,"  he  says.  The  danger  is  that 
he  might  be  a  year  too  soon  again. 
But  then,  he  didn't  suffer  for  being 
premature  last  time  around,  did  he? 
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Would  $19.25  buy 
any  of  these  stocks? 

IBM  •  RAYCHEM 

AMP  •  NALCO 
SCHLUMBERGER 

NO.  but  on  September  30.  1969  it 
could  have  bought  a  share  of  Niagara 
Share  Corporation  which  has  holdings 
in  these  and  some  46  other  companies. 

Niagara  Share  is  a  diversified  closed- 
end  investment  company,  listed  on 
the  New  York  Stock  Exchange. 

The  corporation's  policy  is  to  invest 
in  equities  of  companies  whose  earn- 
ings are  expected  to  grow  faster  than 
the  economy,  with  long-term  gain  in 
capital  and  income  the  objective. 

Niagara  Share's  interim  report  for  the 
nine  months  ended  September  30. 
1969   is  now  available — write: 


NIAGARA  SHARE 
CORPORATION 

70  Niagara  Street 

Buffalo.  NY. 

14202 
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NO-LOAD  FUNDS 


(no    broker    fee) 

arc  moving  far  in  front? 

AGGRESSIVE 

GROWTH 

FUNDS 

REPORT 

.     SPECIAL  OFFER'. 

|  Special  report  on  No-Load 
Funds  reg.  $2. 

Q  Current  AGFR  REPORT 

*"  reg.  $3. 

SEE  top  selected  load  and 
no-load  funds 

GET  exclusive  Thomas  ratings 

MOVE  into  hi-performance  funds 

NOW   .  .  .  BOTH  JUST  'I. 

Send  $1  with  name  and  address  to 

Chas.  H.  Thomas,  Inc. 

Dept.  F-44-9  P.O.  Box  667, 

V  Los  Altos,  Calif.  94022  f 


Image  Polishing 

Dun  &  Bradstreet  has  found  to  its 
dismay  that  its  skill  in  the  credit- 
rating  field  has  been  no  help  to  it  in 
the  mutual-fund  business.  D&B's 
Moody's  Investors  Service  subsidiary 
jumped  into  funds  in  1967,  buying 
the  old,  slow-moving  Lazard  Fund 
(the  name  was  changed  to  Moody's 
Capital  Fund)  and  starting  a  second, 
Moody's  Fund,  from  scratch. 

Investors  have  not  been  enchanted. 
In  1968  both  funds  had  to  redeem  old 
shares  faster  than  they  could  sell  new 
ones;  industry  sources  say  the  two 
funds  are  in  the  same  predicament 
this  year. 

Thus  it  was  no  surprise  last  month 
when  D&B  threw  in  the  towel,  an- 
nouncing plans  to  sell  the  funds'  man- 
agement company,  Moody's  Advisors 
&  Distributors,  along  with  Moody's 
investment  counseling  business  to 
none  other  than  Donaldson,  Lufkin  & 
Jenrette. 

Conservative  old  D&B  no  doubt 
found  mutual  funds  rather  perplexing. 
Last  year,  for  instance,  their  funds 
did  rather  well — Moody's  Capital  had 
a  25%  gain  in  assets  per  share, 
Mooch's  Fund  a  23'f  increase.  Yet 
both  funds  had  net  redemptions.  In- 
vestors last  year  were  suffering  from 
go-go-itis  and  Mooch's  gains  didn't 
compare  to  competitors'  40%  and  50% 
gains.  The  run  of  redemptions  con- 
tinued this  year — lor  better  reason. 
Mooch's  Capital  is  down  20%  so  far 
for  the  year,  according  to  Arthur  Lip- 
per  Corp.;  Moody's  Fund  is  off  11%, 

No   Stomach 

Yet  it  is  surprising  that  D&B  quit  so 
fast.  Two  years  is  not  a  real  test.  A 
fund  manager  who  has  watched 
D&B's  experiment  offers  this  explana- 
tion: "D&B  is  a  very  conservative 
company.  Last  year  most  of  the  new 
money  went  to  the  aggressive  funds, 
and  the  company  didn't  want  to  go-go. 
They  either  had  to  grow  or  die,  and 
they  didn't  want  to  get  in  much  deeper." 

There  would  have  been  a  problem 
even  if  D&B  had  decided  to  join  the 
crowd.  The  Moody's  name  was  just 
too  stodgy  for  a  mutual  fund  for  the 
Seventies.  But  the  Donaldson,  Lufkin 
name  is  another  matter.  If  an  aggres- 
sive image  is  needed  to  sell  shares, 
the  two  funds  may  get  at  least  a  tem- 
porary shot  in  the  arm. 

DL&J  isn't  talking  about  the  deal 
because  it  is  registering  a  sale  of  its 
stock.  But  it's  clear  the  acquisition  is 
not  without  its  risk.  DL&J  made  its 
reputation  advising  big  institutions 
and  managing  private  accounts.  Any- 
thing less  than  superlative  perform- 
ance by  its  new  funds  could  wipe  off 
some  of  that  luster.  ■ 


T.  ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


|   T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Dept.B 
Baltimore,  Md.  21201 

I  ■■■" 

I   Address  . ______^^_________ 
2i» 


j!4^  Investments  Geared  to  America's  Future 

%  JOHNSTON 

MUTUAL  FUND 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available    (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 

NAME  


ADDRESS. 


PUT  2^* 


in 


qour  mail 


Include 


llfCOOC  HUMBIKS 
IN  ALL  ADDRESSES 
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Space  contributed  as  a  c 


Photo  contributed  by  Toni  ManoDelli 


He  has  time  to  kill 


Caught  up  in  an  aimless  existence  which  offers  few  chances  for  fun,  many 

boys  turn  to  a  life  of  crime.  Your  United  Way  gift  can  help  steer  them 

right  by  providing  counseling  service,  recreational  opportunities  and  a 

sense  of  purpose.  Please  give  them  time  to  grow  instead  of  to  kill. 

Your  fair  share  gift  works  many  wonders  >/  THE  UNITED  WAY 

28.4  million  families  benefit  from  child  care,  family  service,  youth  guidance,  health  programs,  disaster  relief  and  services  for  the  Armed  Forces  through  31,500  United  Way  agencies    ^y 


READERS  SAY 


(Continued  from   page  22) 

upon  the  relation  between  its  price  and 
what  the  bond  might  be  worth  without 
the  conversion  privilege  As  in  all  invest- 
ments, there  are  overpriced  and  vnder- 
priced  convertible  bonds. 

— Julius  Speli.man 

Executive  Editor, 

The  Value  Line  Convertible 

Securities  Services 

New  York,  NY. 

It  Takes  Guts 

Sib:  Thanks  for  the  interesting  article 
about  newspapers  in  the  Oct.  1  issue  of 
Forbes.  I'm  sure  that  most  newspaper 
people,  myself  included,  won't  agree 
with  Mr.  Loeb  of  the  Manchester,  Nil. 
Union  Leader  that  newspapers  are  an 
"unregulated  public  utility."  Newspapers 
are  a  business  designed  to  make  a  profit 
by  providing  a  product  and  a  service.  It 
't  take  an  "ok"  from  the  Public 
Utilities  Commission  to  start  a  paper,  and 
papers  don't  look  to  any  governmental 
body  for  protection  from  competition. 
The  business  is  open  to  anyone  with  a 
relative!)  small  amount  of  capital,  large 
ability  and  guts. 

— Ronald  BfUTVEC 
Assistant  Circulation   Manager, 

WaUonvtiJe  Register-Pajaronian  L~  Sun 
Watsonville,  Calif. 

Sir:  One  of  the  reasons  newspapers 
are  so  wealth)  —  i  reason  unmentioned  by 
anyone  Forbes  interviewed — is  the  tiny 
salaries  paid  eclitori.il  personnel,  the  re- 
porters,  the   editors   and   the   deskmen. 

— Earl  W.  Dobebt 
Fairport,  N.Y. 

What  is  described  .is  a  "Letter- 
Hex  printing  plate"  on  page  39  is  actu- 
ally a  photographic  negative  from  which 
a  plate  is  made. 

— Eli  Barry 
\.  w  Paltz,  NY'. 

Is  Anyone   Listening? 

Hun  jli'  Villager  Industries 
(  Fobblv  Sepi  15)  earnings  are  down. 
That's  where  tl  -    I  ^n't  there  any 

manufacturer    smart    enough    to    tap    the 
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Every  female  I  know  would  go  wild  with 
joy  if  she  could  buy  six  dresses  in  one 
day.  The  demand  for  beautiful  clothes 
is  tremendous — the  supply  almost  non- 
existent. 

— Martha  Johnson 
Dearborn  Heights,   Mich. 

Author,  Author 

Sir:  The  letter  from  Susie  to  Mother 
and  Dad  entitled  "Perspective"  ( Fact  t~ 
Comment,  Sept.  15)  may  well  have  been 
written  by  Alfred  Drake  who  played  the 
leading  role  in  On  Time,  a  musical 
which    toured    the    summer    tent-theatre 


INVESTMENT 
MANAGEMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks  -  the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -  we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 


SPEAR&STAFF.  INC. 

Investment  Management  Division    Dept   MF-N01 
Babson  Park,  Mass  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  S 


Name_ 


Address. 


State. 


Zip. 


TENNECO  INC. 


HOUSTON,  TEXAS 


The  Board  of  Directors  has  increased  the 
annual  dividend  rate  on  the  Common 
Stock  to  $1.32  per  share  by  declaring  a 
cash  dividend  of  33g  per  share  on  the 
Common  Stock  for  the  fourth  quarter, 
payable  December  16,  1969,  to  stock- 
holders of  record  on  November  21,1  969. 

M.  H.  COVEY,  Secretary 


Chemicals     •     Natural  Gas  Pipelines     •      Oil 
Packaging      •      Land  Us©     •      Manufacturing 


DIVIDEND 
NO.  89 


MIDWESTERN  GAS 

TRANSMISSION    COMPANY 

HOUSTON, TEXAS 


DIVIDEND 
NO.  26 


The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  25<  per  share  on 
the  Common  Stock,  payable  December 
16,  1969,  to  stockholders  of  record  on 
November  21,  1969. 

M.  H.  COVEY,  Secretary 
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R.  J.  REYNOLDS 
TOBACCO  COMPANY 

QUARTERLY  DIVIDEND 

A  quarterly  dividend  of  60$  per  share  has  been  de- 
clared on  the  Common  Stock  of  the  Company,  pay- 
able December  5,  1969  to  stockholders  of  record  at 
the  close  of  business  November  10,  1969. 

WILLIAM  R.  LYBROOK, 
Vice  President  and  Secretary 
Winston-Salem,  N.  C. 
October  16,  1969 

Sixty-nine  Consecutive  Years  of  Cash  Dividend  Payments 

R.  J.  REYNOLDS  TOBACCO  COMPANY 

AND  SUBSIDIARIES 

TOBACCO  PRODUCTS  •  FOOD  PRODUCTS  ■  FRUIT  JUICE  BEVERAGES 

INDUSTRIAL  CORN  PRODUCTS    •  ALUMINUM  PRODUCTS    •    PACKAGING  MATERIALS 

SEA-LAND  CONTAINERIZED  FREIGHT  TRANSPORTATION 


KEYSTONE  CONSOLIDATED  INDUSTRIES,  INC. 
COMMON  STOCK  DIVIDEND 


No.  197 


Declared  By  The  Board  of 
Directors  On  October  21,  1969 

AMOUNT:  50c 

RECORD  DATE:  November  7, 1969 
PAYABLE:  December  1,  1969 


KEYSTONE 

CONSOLIDATED 

INDUSTRIES,  INC. 

Peoria,  Illinois 

61607 

SINCE  1889 


(Formerly  KEYSTONE  STEEL  &  WIRE  COMPANY) 


STEEL  AND  OTHER  QUALITY  PRODUCTION 
FOR  GROWING  MARKETS  THROUGHOUT  THE  WORLD 


Do  they  read  it 
because  they  are? 

Or  are they 
because  they  read  it? 


One  out  of 
every  24  subscribers 
to  Forbes  Magazine 
is  a  millionaire. 


FORBES:  CAPITALIST  TOOL 


circuit  this  past  season.  The  show,  an  In- 
teresting, almost  experimental  potpourri 
of  vignettes  commenting  on  the  genera- 
tion gap.  opens  with  mother  and  dad 
reading  a  letter  from  Susie. 

— Vincent  O'Keeffe 
New  York,  N.Y. 

Mr.  Drake  says  the  letter  is  not  his  and 
that  after  careful  research,  neither  he 
nor  the  producers  of  the  show  have  any 
idea  whose  letter  it  is.  We  wonder  if  any- 
body knows — Ed. 

Mr.   Nader,   Front  and  Center 

Sir:  Your  editorial  comment,  "Just 
Plain  Depressing"  (Fact  dr  Comment, 
Oct.  1 )  about  the  debris  strewn  all  across 
the  Atlantic  Ocean  struck  a  responsive 
chord.  We  traveled  to  and  from  Europe 
on  the  S.S.  United  States.  Each  evening, 
passengers  strolling  on  deck  watched  the 
crew  fling  the  day's  rubbish  into  the 
ship's  wake.  I  wonder  when  the  time  will 
be  right  for  a  Ralph  Nader  to  lead  a 
drive  for  change  in  our  mobile  pollution? 
— James  E.  Barrett 
Philadelphia,  Pa. 

Our  Sup  Is  Showing 

Sir:  I  am  in  suspense  about  your  ref- 
erence to  Raymon  H.  Mulford  as  a  "for- 
mer Harvard  Business  School  graduate" 
(Forbes,  Oct.  1).  What  did  Mr.  Mul- 
ford do — or  not  do — to  become  a  for- 
mer graduate? 

— Edward  M.  Rollins 
^Yinston-Salem,  N.C. 

Oops! — Ed. 

Pet  Peeve 

Sir:  I  am  in  complete  agreement  with 
your  "Let  Little  Be  Little"  Fact  &  Com- 
ment article  (  Forbes,  Oct.  1 ) .  May  I 
add  my  pet  peeve  along  these  lines?  The 
parents  who  have  ginger  ale  "cocktails" 
complete  with  olive  served  to  children 
while  dining  in  public  places.  Ugh! 

— Marion  B.  Posson 
Harwich,  Mass. 

Who  Got  The   Warrants? 

Sir:  On  behalf  of  C.E.  Unterberg, 
Towbin  Co.,  I  am  taking  this  opportunity 
to  direct  your  attention  to  mis-statements 
of  fact  concerning  this  firm  and  made 
by  you  in  an  article  entitled,  "Golden 
Eggs?  or  Lemons?"  appearing  in  the 
July  15  issue  of  Forbes.  You  said  that 
".  .  .  In  1968,  Unterberg,  Towbin  got 
only  $100,000  for  a  $l-million  issue  of 
Franklin  Mint,  plus  a  fee  for  a  private 
placement.  But  it  also  got  warrants  to 
buy  20.000  shares  at  $5  to  $10.  .  .  ." 

For  a  number  of  years  it  has  been  the 
policy  of  C.  E.  Unterberg,  Towbin  Co. 
not  to  take  warrants,  and  this  firm  did  not 
receive  warrants  for  any  financing  we 
have  done  for  The  Franklin  Mint,  Inc. 

— John  E.  Frarv 

House  Counsel, 

C.E.  Unterberg,  Towbin  Co. 

New  York,  N.Y. 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


A  politician  is  a  person  with  whose 
politics  you  don't  agree;  if  you  agree 
with  him,  he  is  a  statesman. 

— David  Lloyd  Georce 


Mediocre  men  often  have  the  most 
acquired  knowledge. 

— Claude  Bernard 


I   never   could   find  any   man   who 

could  think  for  two  minutes  together. 

— Sydney  Smith 


It  is  mind  which  does  the  work  of 
the  world,  so  that  the  more  there  is 
of  mind,  the  more  work  will  be  accom- 
plished. 

— William  Ellery  Channinc 


Daring  ideas  are  like  chessmen 
moved  forward;  they  may  be  beaten, 
but  they  may  start  a  winning  game. 

— Goethe 


No  man  can  be  a  competent  leg- 
islator who  does  not  add  to  an  up- 
right intention  and  a  sound  judgment 
a  certain  degree  of  knowledge  of  the 
subjects  on  which  he  is  to  legislate. 
— James  Madison 


What   is    the   hardest   task   in    the 
world?  To  think. 

— Ralph  Waldo  Emerson 


B.  C.  FORBES 

Just  as  the  unit  of  human 
society  is  not  a  man  or  a  ivoman, 
but  a  man  and  a  woman,  so  the 
basis  of  achievement  is  not 
thought  or  action,  but  thought 
and  action.  Great  positions  are 
filled,  not  by  the  thoughtless, 
but  by  those  who  think — and 
follow  up  their  thoughts  by 
deeds.  There  are  two  main  keys 
to  success — Think  and  Work. 
And  the  first  is  Think. 


I  have  never  found,  in  a  long  ex- 
perience of  politics,  that  criticism  is 
ever  inhibited  by  ignorance. 

— Harold  Macmillan 


Idleness  is  the  stupidity  of  the  body, 
and  stupidity  is  the  idleness  of  the 
mind.  — Johann  Seume 


A  dull  ax  never  loves  grindstones. 
— Henry  Ward  Beecher 


When  he  was  expected  to  use  his 
mind,  he  felt  like  a  right-handed  per- 
son who  has  to  do  something  with  his 
left.  — Georg  Lichtenberg 


He  that  will  not  command  his 
thoughts  will  soon  lose  the  command 
of  his  actions.         — Thomas  Wilson 


Thought  precedes  action  as  lightning 
does  thunder.         — Heinrich  Heine 


The  secret  pleasure  of  a  generous 
act  is  the  great  mind's  bribe. 

— John  Dryden 


Nurture  your  mind  with  great 
thoughts;  to  believe  in  the  heroic 
makes  heroes. 

— Benjamin  Disraeli 


Along  with  success  comes  a  reputa- 
tion for  wisdom.  — Euripides 


The  key  to  whatever  success  I  en- 
joy today  is:  Don't  ask.  Do. 

— Vikki  Carr 


Action  is  only  coarsened  thought — 
thought  become  concrete,  obscure  and 
unconscious.  — Frederic  Amiel 


The  proof  of  a  well-trained  mind 
is  that  it  rejoices  in  which  is  good 
and  grieves  at  the  opposite. — Cicero 


Its  getting  so  people  don't  want 
to  work  with  their  hands  ...  or  then- 
head.  — Arnold  Gi.vmiw 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  GO  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  State,  from  3%  to  6%;  New 
York  City,  6%.) 


Most  persons  who  indulge  in  sec- 
ond-thought don't  do  much  thinking 
when  the  subject  is  presented  for  first- 
thought.  — William  Feathj  i 


The  end  of  man  is  action,  and  not 
thought,  though  it  be  of  the  noblest. 
— Thomas  Carlyle 


A  Text . . . 

Sent  in  by  Velma  Slack,  Al- 
buquerque, N.M.  What's  your 
favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


For  God  hath  not  given  us  the  spirit 
of  fear;  but  of  power,  and  of  love,  and 
of  a  sound  mind. 

—II  Timothy  1:7 
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ALASKA'S 
$50  Billion 
Boom 


4r- 
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When  North  American  Rockwell 
builds  a  fighter; 

North  American  Rockwell 
builds  a  fighter. 


•  i 


Our  F-86  Sabre  Jet  was 
America's  first-line  fighter  for  over 
10  years.  No  aircraft,  before  or 
since,  has  matched  its  record  of 
air  superiority. 

It's  no  coincidence  that  the 


Our  North  American  Aviation  Divisions  have  built 
more  military  aircraft  than  anybody  else,  including  more 
than  7.000  F-86  Sabre  Jets  Weve  also  been  making 
thousands  of  other  products,  from  auto  bumpers  to 
nuclear  reactors  and  knitting  machines  Write  for  our 
Annual  Report  Box  707  El  Segundo.  California  90245 


same  people  who  built  the  F-86  also 
produced  the  X-15,  the  XB-70,  the 
F- 100  Super  Sabre  and  the  Apollo 
Spacecraft  that  landed  men 
on  the  moon. 

North  American  Rockwell 


* 


is  a  leader  in  20  related  businesses. 
In  each  one,  we're  translating  our 
experience  into  the  products  of 
tomorrow.  One  of  which  is  a  new 
fighter  aircraft  that  makes 
everything  else  look  like  an  antique 

North  American  Rockwell 


• 


The  merger  of  Gould-National 
Batteries,  Inc.  and  the  Clevite 
Corporation  to  become  Gould 
Inc.  has  created  one  of  the  275 
largest  industrial  firms  in  the 
United  States. 

By  combining  our  integrated 
technologies,  management,  and 
planning  resources,  we  are  now 
in  position  to  become  a  dom- 
inant force  in  selected  markets 
served  by  our  electronic, 
electrochemical,  electro- 
mechanical and  metallurgical 
capabilities. 


I 


I 


GOULD, 

St.  Paul,  Minnesota 


Consider  Nebraska, 
We  have  room 
for  company. 

Count  us  in  when  you  are  searching  for  a  place  to  locate. 
Nebraska  has  more  to  offer.  The  answers  to  these 
questions  tell  you  why. 


ARE  SITES  NOW  AVAILABLE? 

Developed  industrial  parks  are  Immediately 
available,  and  you  won't  be  hemmedln  if  you 
decide  to  expand.  Rawt  land  sftll  carries  a 
moderate  price  tag  and  !s  located  in  or  near 
the  metropolitan  Omaha  area. 


WHAT'S  THE  LABOR 
SITUATION? 

People  take  pride  in  what  they  do.  The 
work  force  has  a  high  capacity  for 
technical  comprehension,  learns  new 
skills  quickly  and  adapts  readily  to 
change,  Labor  and  management  cli- 
mate couldn't  be  more  ideal  for  new 
industry. 


HOW'S  MY  CHOICE 

OF  TRANSPORTATION? 

It  couldn't  be  better.  Omaha  is  at  the 
crossroads  of  the  country  with  air,  rail, 
truck",  barge  or  bus  to  speed  your  prod- 
uct to  the  major  markets.  Omaha  is  just 
2V2  hours  by  air  to  either  coast,  and  the 
new  interstate  highway  system  brings 
markets  hours  closer  together. 


WHAT  ABOUT 
ELECTRIC  RATES? 

Industrial  rates  are  the  lowest  in  the 
midlands  and  among  the  lowest  in  the 
nation.  OPPD  serves  a  5,000-square- 
mile  area  with  plenty  of  modern  elec- 
trical power.  Just  ask  for  a  comparison 
with  your  present  power  bill. 


WHERE  CAN  I  SPEND 
MY  FREE  TIME? 

Besides  good  hunting  and  fishing  in 
the  area,  Omaha  offers  pro  football 
and  baseball,  and  top  flight  college 
basketball,  The  fine  arts  are  enhanced 
by  the  famous  Joslyn  Art  Museum, 
symphony  orchestra  and  the  opera. 
Living  is  friendly  and  healthy.  It's  a 
fact,  Nebraskans  live  longer. 


We've  got  room  for  company 
and  we'd  like  to  have  yours. 


.-.       :-" 


■  Ml  HI  Ml  Hi  HI  Hi  HI  HI  HI  MR  HI  HI  HI  HI  HI  HI 

Area  Development  Department,  OPPD, 
1623  Harney  Street,  Omaha,  Nebraska  68102. 

/  would  like  to  review  your  complete  site  surveys 
on  Omaha-Southeast  Nebraska.  In  strictest  con- 
fidence, of  course. 


NAME- 


I 

L 


ADDRESS- 


OMAHA   PUBLIC   POWER   DISTRICT 

1623  Harney  Street 
Omaha,  Nebraska  68102 


CITY_ 


STATE_ 


.  ZIP- 
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He  needs  a  new  kind 

of  community  to  grow  up  in. 


TRW  is  designing  one. 


Right  now  we're  helping  to  plan  and 
develop  a  complete  new  kind  of 
urban  area  for  the  Ontario  Housing 
Corporation  in  Canada.  A  whole 
new  environment  created  with 
advanced  systems  management 
techniques.  And  this  new-community 
project  is  only  the  beginning. 

TRW  has  been  pioneering  in  the 
systems  management  field  for  over 
15  years.  Using  our  special  tech- 
niques in  everything  from  aerospace 


programs  to  the  automation  of  oil 
fields  to  the  production  of  our  own 
high-technology  hardware  (from 
communications  satellites  to  the 
valves  in  your  car). 

Applying  these  techniques  to 
"people  problems"  is  a  growing  part 
of  our  business.  Problems  like  high- 
speed ground  transportation,  airport 
baggage  handling,  police  communi- 
cations, advanced  medical  facilities, 
new  pollution  control  concepts. 


We  have  also  drawn  on  the  re- 
sources of  our  established  businesses 
to  accelerate  our  growth  in  micro- 
electronics, computer  software 
services  and  production  automation 
techniques. 

We  profit  by  the  systems  approach. 
We  think  you  will,  too. 


TR  W  INC.,  Cleveland,  Ohio— A  Diversified  Technology  Company  Specializing  in  Products,  Systems,  and  Services  for  Commercial,  Industrial  and  Government  Markets. 
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Side  Lines 


The  Ballad  of  Arthur  Jones 

"There'll  be  stranger  things  done  'neath  the  Midnight  Sun 

Than  Service  ever  told, 
And  Dan  McGrew  takes  a  rear  pew;  it's  oil  instead  of  gold. 

For  a  flying  machine  sipping  gasoline 
Has  replaced  the  Husky  cur, 

With  a  technocrat  in  a  furlined  hat 
Selling  stocks  instead  of  fur." 

The  author  of  the  above  bit  of  doggerel  is  Forbes  Staff  Writer 
Arthur  Jones.  Having  recently  returned  from  Alaska,  Jones  found 
himself  in  a  Robert  W.  Service  mood.  As  a  matter  of  fact, 
FoRBEsman  Jones  and  the  late  poet  Service  have  a  few  things 
in  common.  Both  were  born  in  Lancashire,  both  migrated  across 
the  Atlantic  and  both  became  professional  journalists. 

We  won't  try  to  carry  the  parallel  too  far,  however,  except 
to  say  that  just  as  Service  became  entranced  by  the  frozen 
North  (he  spent  eight  years  in  the  Yukon),  Jones  was  fascinated 
by  Alaska.  The  result,  in  addition  to  the  verse  above,  is  the 
cover  story  that  starts  on  page  30.  Jones  and  Forbes,  well 
aware  that  the  subject  of  Alaskan  oil  had  been  amply  covered 


RR0W,  ALASKA 


Jones   (right)   with   Eskimo   Willie   Hensley,    Barrow 
Representative  to  Alaska  State  Legislature. 

here  and  abroad,  felt  however  that  the  bigger  story  had  not. 
That  is,  what — over  and  above  oil — is  the  economic  future  of 
Alaska.  And  that  is  the  subject  of  our  story. 

Jones,  33,  has  a  degree  from  Oxford's  Ruskin  College  and 
came  to  the  U.S.  11  years  ago.  He  came  to  Forbes  this  June 
after  working  three  years  in  government.  His  experiences  in 
Trenton  and  Washington  led  to  the  development  of  an  "urban 
crisis"  course  which  he  taught  at  Rutgers  University. 

"Other  people  describe  me  best,"  Jones  says,  when  asked 
to  talk  about  himself.  "The  Chinese  Ambassador  to  Havana  said 
I  was  an  imperialist  and  rejected  my  request  for  accreditation 
to  Peking.  The  CIA  camped  on  the  doorstep  when  I  returned 
from  my  second  Cuba  trip  and  implied  I  was  a  Communist. 
During  my  days  in  the  antipoverty  war,  bureaucrats  labeled  me 
a  socialist.  My  erstwhile  activist  colleagues  see  me  on  the 
Forbes  masthead  and  call  me  capitalist.  I'm  just  a  peripatetic 
journalist."  ■ 


Forecast  1982: 
Paper  demand 
to  jump  109%. 


Ill  I^Wf*:<::$ 


mnK 


SlCr,  Pa.  pliinl. 

ri.lu^t  [  >   u  nil 

otograx  ure 

<m  in i Ik  canons 
kaging.  Offers  new 
ng  oppoi  [unities 
ndustry.  Facilities, 

seven  i  oloi 
tresses  and 
te-making  <rn  ice. 


And  Georgia-Pacific  will  be  ready! 


The  average  American  uses  533  pounds  of  paper 
each  \  ear  and  demand  is  increasing  steadily. 
A  15-year  stud)  1>\  McGraw-Hill  economists 
forecasts  the  I  .  S.  demand  [or  paper  and 
paper  products  to  increase  109%  In  1()!!2. 
Equally  dramatic  growth  is  predicted  for 
world  paper  demand. 

Georgia-Pacific  will  play  an  increasingly 
important  role  in  supplying  this  demand. 
Currently,  our  pulp  and  paper  manufacturing 
facilities  include  20  plants  in  the  U.S.  and  one  in 
Canada,  pins  30  paper  converting  plants. 
Total  G-P  capacity  is  1.8  million  tons  annually. 

\\  e  ate  expanding  our  converting  facilities 
and  adding  new  ones  in  Pennsylvania  and 
New    i  ork.  \\  e  convert  more  than  half  our  pulp  and 
paper  output  into  corrugated  containers,  folding 
cartons  and  milk  cartons,  household  and  industrial 
tissues,  printing  papers  and  business  forms,  bags 
and  sack-,  and  many  other  products.  G  V  pulp  is 
marketed  here  and  overseas. 
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It  should  come  as  no  surprise  that  Georgia-Pacific 
is  planning  now  to  write  up  a  share  of  America's 
future  paper  orders.  It's  a  growth  market 

We're  the  Growth  Company, 


SALES  GROWTH         TOTAL  ASSETS           NET  INCOME               PAPER  DEMAND 
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For  information  about  Georgia-Pacific,  write:    P.  O.  Box  175.  Portland.  Oregon  97207 

rf'^iA    GEORGIA-  PA  CIFIC  /the  growth  company 

Building  Products  Pulp  &  Paper  Chemicals  Minerals 

FORBES,  NOVEMBER  15,    1969 


What's  a  big  compai^  like  us  doing  in  a  small  town  like  this? 


Waiting  for  it  to  grow. 

Like  Santa  Monica,  California  grew.  When 
we  got  there  it  was  a  10,000  phone  beach  town. 
Now  it's  a  bustling  city  with  over  185,000 
telephones. 

Like  Everett,  Washington.  It  sprang  (practi- 
cally overnight)  from  a  mountain  hamlet  to  a 
big  aircraft  manufacturing  center. 

The  way  Long  Beach,  California;  Fort 


Wayne,  Indiana;  Durham,  North  Carolina; 
Lexington,  Kentucky;  Erie,  Pennsylvania;  and 
Tampa,  Florida  grew. 

And  the  way  towns  and  cities  in  the  34  states 
where  General  Telephone  has  telephone  serv- 
ice have  grown — to  make  us  the  second  largest 
telephone  company  in  the  United  States. 

But  the  thing  about  the  telephone  business 
is  that  telephone  companies  can't  go  to  where 

General  Telephone  &  Electronics 

730  Third  Avenue,  New  York,  N.Y.  10017 


the  business  is.  They  have  to  be  ready  and 
waiting  for  business  to  come  to  them. 

So  we  spend  a  lot  of  time  studying  popula- 
tion shifts,  industry  trends,  geography,  demog- 
raphy and  economics.  We  also  make  a  few 
guesses,  follow  a  hunch  and  sometimes  even 
take  some  chances. 

Because  we  want  to  be  in  the  right  place  . . . 
just  before  the  right  time. 
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Perfume.  loz..S2>. 
Gift  sets  from  $5  to  $25 
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PERFUMERS  SINCE  1775. 


Trends 

&  Tangents 


WASHINGTON 


Light   on  the   Subject 

The  Federal  Trade  Commission 
lias  found  another  new  area  for 
stricter  labeling  regulations — light 
bulbs.  The  fact  is,  apparently,  that 
light  bulbs  made  to  last  longer 
usual!)  give  out  less  light  than  con- 
ventional bulbs  of  the  same  wat- 
tage. The  FTC's  solution?  To  re- 
quire that  bulbs  be  labeled  for 
light  output  in  lumens,  which  indi- 
cate how  much  light  is  emitted,  as 
well  as  for  wattage,  which  tells 
only  how  much  power  is  absorbed. 

$?   =  60  cents 

As  the  Senate  and  House  debate 
whether  to  commemorate  the  late 
President  Eisenhower  with  a  silver 
or  silverless  dollar,  Green's  Com- 
modity Market  Comments  points 
out  that  the  government  could 
make  more  money  in  "seigniorage" 
profit  by  minting  silver  dollars  than 
by  selling  silver  to  users  at  the  cur- 
rent price.  Silver  currently  sells  at 
$1.89  per  ounce,  but  since  the  pro- 
posed dollar  would  contain  only 
one-third  ounce,  the  U.S.  Treasury 
could  make  $120  million  more  by 
minting  its  present  supplies  of 
silver.  To  make  such  direct  sales  of 
silver  profitable  to  the  Treasury, 
the  market  price  of  silver  would 
have   to   exceed   $3.20  per   ounce. 


BUSINESS 


Silver  Lining 

The  growing  demand  for  natural 
gas  could  be  good  news  for  coal 
somewhere  down  the  road.  Reason: 
Plants  can  be  built  at  the  mines 
to  turn  the  coal  into  gas.  At  the 
moment  the  process  ;s  so  expensive 
that  it  cannot  compete  with  natural 
gas.  Hut  as  the  U.S.  increasingly 
turns  to  supplementary  gas  sources 
such  as  gas  from  Canada  or  lique- 
fied natural  gas  from  overseas,  the 
price  differential  will  probably  dis- 
appear. Straws-in-the-wind  are  six 
commercial-scale  coal  gasification 
plants  now  in  various  stages  of 
planning  or  construction. 

Still  at  It 

One  might  accuse  Frederick  C. 
("Buck")  Dumaine  Jr.  of  being 
toolhariK    in  his  dream  of  building 


a  northern  New  England  railroad 
system,  but  of  inconstancy,  never. 
"We  have  a  plan  for  the  develop- 
ment of  all  rail  transportation  in 
this  area,"  he  told  Forbes  nearly 
four  years  ago  (Jan.  15,  1966). 
And  he's  still  at  it.  Latest  addition 
to  the  grand  design  is  Maine's 
famous  potato-hauling  Bangor  & 
Aroostook  Railroad,  just  bought  for 
$5  million  cash,  from  its  holding- 
company  parent,  Bangor  Punta 
Corp. 

Aioney  Isn't  Everything 

More  airline  executives  max  be 
earning  $50,000,  but  failure  to  de- 
velop management  succession  is 
producing  a  higher-than-average 
turnover  rate  among  top  airline 
executives,  according  to  a  recent 
study  of  the  nation's  12  largest 
airlines  by  Golightly  &  Co.  Inter- 
national, Inc.  The  study  reveals 
that  the  number  of  executives  earn- 
ing $50,000  grew  more  than  50% 
between  1965  and  1968  to  a  total 
of  95.  But  in  1968  turnover  was 
around  10%,  substantially  higher 
than  in  other  service  industries. 

Christmas  Spurt 

Headlong  inflation  is  even  begin- 
ning to  take  its  toll  of  the  old- 
fashioned  Christmas  tree.  Last  year 
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CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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Growing 
is  hard  work. 
But  it  has 
its  rewards. 
Last  year  our 
growing  divisions 
returned  us  a 
17%  profit  increase. 
No  wonder 
we're  proud. 


The  Scovill  Family  of  Products:  Hamilton  Beach  electric  housewares;  NuTone  built-ins  and  electronics;  Lightcraft  lighting  fixtures;  Woodcarv 
cabinets;  Caradco  windows  and  doors;  Gripper  and  Nylaire  apparel  fasteners;  Dominion  Electric  appliances;  Clinton  notions  and  Dritz 
sewing  aids;  Bogene  closet  accessories;  Schrader  tire  valves;  brass,  copper  and  aluminum  mill  products;  cosmetic  containers;  auto- 
motive products;  fluid  power  products;  industrial  hose  couplings;  custom  parts  and  assemblies;  aerosol  products;  metal  stationery  supplies. 
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Growth  idea: 
Robbins  &  Myers 
proposes 
to  whip  the 
refuse  problem 
by  beating 
it  to  a 
pulp 


AFTER 


The  nationwide  problem  of  refuse  disposal  is  creating  a  growth 
market  for  equipment  made  by  Wascon  Systems,  Inc.,  a  recently 
acquired  Robbins  &  Myers'  subsidiary.  By  watering  the  waste  ma- 
terial, grinding  it  to  a  slurry,  then  squeezing  the  pulp  semi-dry, 
Wascon  reduces  the  bulk  to  about  V$  its  normal  volume.  There's 
much  less  to  truck,  and  where  Wascon  systems  replace  incinerators, 
air  pollution  is  lessened  too.  Especially  receptive  to  Wascon's  ad- 
vantages are  hospitals,  food  services,  apartment  and  office  buildings, 
industrial  firms,  universities,  banks,  and  government  agencies.  With 
the  addition  of  Wascon,  Robbins  &  Myers  is  in  at  least  12  growth 
markets.  Our  other  diversified  products  include  electric  motors, 
hoists  and  cranes,  industrial  pumps,  fans,  and  portable  and  built-in 
electric  heating  units.  Write  for  R&M  Annual  Report. 


ROBBINS  &  MYERS,  INC. 


1234  Lagonda  Ave.,  Springfield,  Ohio  45501 
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Trends 

&  Tangents 

the  price  of  natural  trees  climbed 
5%,-and,  according  to  Consumer  Re- 
ports, it's  going  to  rise  another  5% 
this  year.  The  result  is  that  more 
people  are  going  to  beat  inflation 
once  and  for  all  by  buying  reusable 
artificial  trees,  whose  sales  are  ex- 
pected to  rise  three  to  four  million 
this  year. 

First   Principles 

Like  many  another  big-time  re- 
tailer, New  York's  big  J.C.  Penney 
chain  is  bowing  to  the  realities  of 
competition:  Beginning  this  month, 
it  is  keeping  over  10%  of  its  1,650 
stores  open  on  Sundays.  For  the 
company  founded  by  James  Cash 
Penney,  the  nltrareligious  busi- 
nessman who  promoted  the  Golden 
Rule  as  vigorously  as  he  opposed 
credit,  this  might  seem  a  radical 
reversal  of  policy.  But  the  fact  is 
that  back  at  the  turn  of  the  cen- 
tury, Penney  himself  used  to  open 
his  own  store  in  Kemmerer.  Wyo. 
at  eight  on  Sunday  morning — to 
serve  his  customers  before  some- 
body else  got  the  chance  to. 

Disney  a  Go-Go 

The  National  Broadcasting  Co. 
and  Walt  Disney  Productions  are 
banking  on  that  "Disney  magic"  to 
put  over  a  new  concept  in  family 
entertainment — "Disney  on  Pa- 
rade," a  two-and-a-half  hour  tour- 
ing arena  show  featuring  135  of  the 
classic  Disney  characters  brought 
to  life  and  set  to  music.  In  its  first 
season  the  show  will  open  in  Chi- 
cago Stadium  Christmas  night,  tour 
another  27  cities  and  take  in  an 
estimated  $8  million  to  S9  million. 
The  cost  of  this  first  touring  unit 
and  of  the  second  unit  to  follow 
next  \ear  will  total  about  S4  mil- 
lion. Over-all  plans  for  NAWAL 
Productions — the  limited  partner- 
ship formed  by  NBC  Films.  Inc. 
ami  Walt  Disney  Entertainment, 
Inc.,  to  handle  the  operation — call 
loi  the  creation  of  a  new  travelling 
unit  each  year  with  two  touring  in 
the  U.S.,  two  or  three  in  Europe 
ami  one  in  the  Far  East. 

Replacing  the  Monster 

It  may  take  years,  hut  Califor- 
nia's Cement  Technology  Coip.  is 
dedicated  to  revolutionizing  cement 
making  as  thoroughly  as  the  oxygen 
furnace  has  steel  production.  It  has 
designed  a  small  reactor  to  take  the 
Continued  on  page  121  ) 

FORBES,  NOVEMBER  15,  1969 


Gould  inc.  is  a  company  based 
upon  the  integration  of  four 
growing  technologies. 
Electronics.  Electrochemistry. 
Electromechanics.  Metallurgy. 

This  integration  is  the  planned 
result  of  the  merger  of  the 
former  Gould-National  Batteries, 
Inc.  and  the  Clevite  Corporation. 
It  is  a  significant  step  toward  our 
goal  of  becoming  a  dominant 
force  in  the  major  growth  markets 
served  by  our  technologies. 


> 


GOULD  nc 

St.  Paul,  Minnesota 


Have  you  been 
too  busy  to  think 
about  your  life? 

If  you're  a 
professional  man,  keeping 
up  with  changes  in  your 
field  is  a  cardinal  rule. 

Keeping  up  with 
your  changing  financial 
needs— specifically  life 
insurance— is  of  paramount 
importance,  too. 

But  most  likely 
you've  been  too  busy  to  do  so. 

That's  where  we 
can  help. 

Keeping  up  with  the 
life  insurance  needs  of  busy 
professional  men  is  a  vital 
part  of  our  business. 
If  you  would  like  to  find  out  about  a  life  insurance  program 
that  will  be  personally  designed  to  bring  you,  the  professional 
man,  up  to  date,  and  keep  you  up  to  date,  contact  your  nearest 
National  Life  agent.  He  understands  the  life  problems  of  the 
professional  man,  because  he's  a  professional  man  himself. 

we  want  your  life.  National  Life 


of  Vermont 

National  Life  Insurance  Company,  Montpelier,  Vermont. 
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READERS  SAY 


Traveling  by  Rail 

Sir:  If  there  was  ever  a  more  percep- 
tive article  on  railroads  anytime,  in  any 
publication,  than  yours  of  Oct.  15.  I  don't 
recall  it. 

—A.M.  Ring 

Director.   Public  Relations. 

Chicago,  Burlington  &  Quincy 

Chicago.  111. 

Sir:  There  is  great  progress  to  be  made 
in  the  railroad  industry  if  it  keeps  itself 
in  condition  to  meet  the  growing  trans- 
portation needs  of  the  U.S..  but  we 
simply  have  to  have  some  of  the  freedom 
that  is  inherent  in  the  free  enterprise  sys- 
tem if  we  are  to  be  able  to  take  advan- 
tage of  the  opportunities. 

— B.P.    BlAC.C.IM 

President, 
Southern  Pacific  Co. 
San   Francisco.  Calif. 

Sir:  As  a  recent  college  graduate  I 
sought  a  challenging  rewarding  career. 
After  much  rumination  I  decided  to  fol- 
low my  father's  and  grandfather's  life- 
uork  and  chose  a  railroad.  I  could  not 
have  made  a  wiser  decision  and  after 
reading  your  article  I  realize  that  the 
future   will   indeed   present   a   challenge. 

— Tiiom  \s  l..  Coulter 
Park  Forest.  111. 

Sir:  Youi  story  on  the  railroad  industry 
told  the  huts  as  they  arc  as  much  as  we 
dislike   facing   them. 

— Thomas  M.  Goodfellow 

President 

N  iation  of  American   Railroads 

Washington    D.C. 

Sir:  I  am  convinced  that  government 
acquisition  of  track  and  rights-of-way 
is  essentia]  if  railroads  are  to  continue  as 
private  operations. 

— Anthony  Hasw  ell 

Chairman 

National  Association  of 

Railroad    Passengers 

Washington.    D.C. 

Sir:  We  are  no  longer  able  to  dole  out 
periodic  wage  increases  unless  we  have 
the  ability  to  offset  the  increased  costs 
attendant  thereto  by  increased  produc- 
tivity. 

— J. P.  Hiltz  Jr. 

Chairman, 

National  Railway    Labor  Conference 

Washington.  D.C. 

A   Slight  Misunderstanding 

Sir:  In  your  article  about  me  (Money 
Men.  \oi.  I),  one  statement  regarding 
American  Express  needs  clarification.  I 
am  quoted  as  saying  ".  .  .  the  name 
American  Express  is  one  of  the  greatest 
franchises  in  the  world.  Even  with  ter- 
rible management  it  was  bound  to  make 
money."  If  this  is  taken  to  mean  that  I 
thought  they  actually  did  have  bad  man- 

(Continued  on  page  122) 


Rockwell  Report 

by  A.  C.  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


Say  "sabbatical"  and  most  people  think  of  a  college  professor's  leave  of  absence. 
But  we've  turned  the  tables,  and  are  sending  our  employees  back  to  the  college 
campus  on  educational  sabbaticals  for  undergraduate  and  advanced  degrees. 

Now  in  its  second  year,  this  latest  development  in  our  educational  assistance 
program  is  not  unique:  in  a  survey  of  some  60  firms  of  comparable  size,  seven 
had  similar  plans.  What  is  unusual  about  Rockwell's  program  are  the  well- 
developed  criteria  for  selection  and  qualification  that  have  enabled  us  to  offer 
the  program  to  all  employees,  rather  than  just  "crown  princes." 

Last  year,  a  senior  buyer  at  one  of  our  plants  went  back  to  college  after  18 
years  to  finish  his  academic  work.  He  got  his  bachelor's  degree  in  the  same 
graduating  class  as  his  son.  A  headquarters  computer  analyst  took  his  master's 
degree  in  industrial  administration  and  will  now  do  business  analysis  and 
strategic  planning  in  our  corporate  development  group.  They,  and  others  in  the 
plan,  had  spent  up  to  12  months  in  full-time  college  work  at  full  tuition  and 
60%  of  salary. 

The  sabbatical  program  stimulated  a  25%  increase  last  year  in  our  employees' 
use  of  the  full  range  of  part-time  educational,  management  development  and 
training  courses  in  our  education  assistance  program.  Money  well  spent,  since 
full  realization  of  people-potential  is  vital  to  our  continued  growth. 


Kudos  for  the  pit-crews.  Behind  Mario 
Andretti's  record-smashing  win  in  the 
Indianapolis  500  this  year,  was  master 
mechanic  Jim  McGee,  voted  winner  of 
Rockwell's  second  annual  Mechanic's 
Award  by  all  the  Indy  mechanics.  Jim's 
crew,  like  others,  found  Rockwell's 
machine  shop  on  Gasoline  Alley  help- 
ful in  car  preparation.  You  may  not 
tune  race  cars,  but  you'll  find  shock- 
proof,  breakproof  Rockwell  Green 
Line  power  tools  helpful  around  the 
house.  And  right  now,  they're  an 
exceptionally  good  buy  at  low,  Fall 
sales  prices. 

Small  —  but  oh,  my:  You'll  probably 
never  see  a  Rockwell  Turbo-Meter  on 
the  gas  line  serving  your  home,  but 
they're  catching  on  fast  with  gas 
utilities  and  transmission  companies 
for  high  volume  measurement.  Little 
wonder,  since  they're  only  one-tenth 
the  weight,  a  third  the  size  and  about 
half  the  cost  of  old-style  meters  for 
this  service.  And  more  accurate.  Our 
Gas  Products  Division  pioneered  the 


turbine  metering  principle  for  vapor 
measurement  and,  of  course,  competi- 
tors have  recently  come  out  with  their 
own  versions.  But  we've  just  intro- 
duced "second-generation"  Turbo- 
Meter  designs  that  incorporate 
improvements  based  on  our  5-year 
head  start  in  this  market. 

Successful  failure.  Most  Rockwell 
valves  are  sold  for  shut-off  services 
and  consequently  just  sit  there,  wait- 
ing for  the  rare  occasions  when  they're 
closed.  Of  course,  our  reputation  in 
valves  has  been  built  on  the  fact  that 
they  will  close,  and  seal  tight  when 
they  do.  But  one  of  our  recent  orders 
for  an  Elastoseal  plug  valve  was  in  a 
cycling  service  where  it  had  to  open 
and  close  every  seven  seconds,  24 
hours  a  day,  five  days  a  week  (it 
"rested"  weekends).  After  outliving 
other  valves  that  had  been  tried  by 
10  times,  ours  "failed":  an  O-ring  had 
to  be  replaced.  But  the  customer  fig- 
ured after  986,000  cycles,  that  wasn't 
too  bad. 


This  is  one  of  a  series  of  informal  reports  rn  Rockwell  Manufacturing  Company,  Pittsburgh,  Pa.,  makers  of 
measurement  and  control  devices,  instruments,  and  power  tools  for  28  basic  markets. 


Kfg  Rockwell 

MANUFACTURING  COMPANY 
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If  you  bought  stock 

in  Suburban  Gas, 

we  suggest  you  sit  down 

to  read  this. 

Because  you  have  cause  to  feel  confident. 
You  now  have  an  investment  in  six  growth  companies 
instead  of  one.  In  fact,  the  marriage  has  been  so  compati- 
ble we've  changed  our  name  from  Suburban  Gas  to  THE 
SUBURBAN  COMPANIES. 

Here's  what  we're  up  to.  The  head  of  the  family, 
SUBURBAN  GAS,  continues  to  supply  the  West,  Mid- 
west and  Southeast  with  liquefied  petroleum  gas  for 
everything  from  homes  to  trucks.  VALLEY  DISTRIB- 
UTING serves  the  West  with  twenty-three  general  mer- 
chandise discount  stores.  STATEWIDE  CARPET 
CORP.  covers  Southern  California,  wall  to  wall,  with 
the  West's  largest  chain  of  retail  carpet  stores.  STEEN'S 
INC.  is  going  steady  with  America's  youth  via  mini- 
bikes,  motorized-karts,  motorcycles  and  accessories. 
ELECTRICAL  DISTRIBUTORS,  LTD.  is  Hawaii's 
wholesale  distributor  of  home  appliances.  And  CERTI- 
FIED APPLIANCE  DISTRIBUTORS  does  a  similar 
job  for  California. 

A  GRAPHIC  SUMMARY  1960-1969 


60      61      62      63      64      65      66     67     68      69 
Millions  of  Dollars  For  Fiscal  Year  Enrj^'j  April 


60      61      62      63     64     65      66      67      68      69 
Dollars  For  Fiscal  Year  Ended  April 


Our  NYSE  symbol  is  still  SUB.  But  we  think  you'll  agree 
that  our  married  name  tells  it  like  it  is  far  better  than  the 
one  we  had  when  we  were  single. 


THE 


suliiirlinii 

(formerly  Suburban  Gas) 

AOMINIS  I  RATIVE  OFFICES  2021  North  Towne  Avenue,  Pomona,  California  91766 


COMPANIES 
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It's  tough  enough  trying  to  get 
two  executives  to  agree 
on  one  point  of  view 
in  American  Business. 
To  get  three  executives 
agreeing,  you'd  better  have  a 
system  that  works. 

CNA  does. 

It's  our  IRIS  Committee  System. 
IRIS  is  our  Industrial  Risk  Infor- 
mation System,  an  analytical 
service  with  a  unique  capability. 

It  can  integrate  with  corporate 
financial  systems. 

IRIS  analyzes  and  breaks  down  in- 
surance costs  the  way  a  corporation 
wants  to  see  them.  By  line.  By  location. 
By  policy.  By  year.  However  you  want  the  costs, 
so  you  can  relate  them  to  other  business  factors 
That's  the  extra  benefit  IRIS  gives. 

And  that's  what  makes  our  committee 
system  work. 

When  your  corporate  executives 
sit  down  with  our  corporate 
executives,  your  executives 
un'derstand  exactly  what 
their  insurance  is  doing 
for  them.  And  what  it  can  do. 
Our  executives  can  make 
profitable  recommendations 
that  fit  your  operation.  Not  just 
to  reduce  insurance  costs.  But  to 
reduce  the  cost  of  doing  business. 

That's  one  point  of  view  every  American 
businessman  can  agree  on. 

Contact  your  agent. 
Or  write  to  us. 


Introducing 
a  committee  system 
that  works. 


a  ''CNMnsurance  service 

OEPT  IftWZ  >  310  S  MICHIGAN  AVE.  •  CHICAGO.  ILL.  6060*  •  CONTINENTAL  CASUALTY  CO 
AMERICAN  CASUALTY  COMPANY  •  NATIONAL  FIRE  INSURANCE  COMPANY  Of  MARTFORO 
TRANSCONTINENTAL  INSURANCE  COMPANY  t  TRANSPORTATION  INSURANCE  COMPANY 
VALLEY  FORGE  INSURANCE  COMPANY  •  VALLEY  FORGE  LIFE  INSUfl^NCG  CO  •  CNA 
INVESTOR  S£BV,C£S.  .NCOPPOBATEO  f^f^  f^WHl  COKrOMTIOH 
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Check  list 
for  managements 
considering  new  products 
or  processes. 


While  there  is  still  time  to  change 
direction,  refocus  activity  or  even 
drop  questionable  projects,  here 
are  some  questions  for  your  staff. 

•  Do  we  have  reliable  guidepost 
estimates  of  capital  and  operating 
cost  requirements? 

•  Have  we  isolated  all  the  technical 
and  economic  problem  areas? 

•  Do  we  really  need  a  pilot  plant 
operation? 

•  Are  we  being  completely  objective 
about  this? 

•  Is  it  possible  that  experience  in' 
practices  in  other  similar  fields 
might  keep  us  from  "re-inventing 
the  wheel,"  —or  at  least  cut  the 
time  and  cost  of  development? 

•  Do  we  have  the  internal  resources 
to  assure  satisfactory  answers  to 


these  questions? 

An  Austin  FEASIBILITY  STUDY  can 
help  you  answer  them.  It  is  one 
of  seven  Austin  engineering- 
economic-consulting  services 
which  are  an  important  initial  step 
in  a  systems  approach  to  the  devel- 
opment of  solutions  to  plant  facility 
problems. 

Austin  specialists  begin  by  analyz- 
ing your  objectives  as  well  as  the 
methods  available  to  attain  them. 
Alternative  solutions  are  carefully 
studied  with  the  aim  of  combining 
all  resources  — men,  machinery, 
materials,  and  money  —  into  the 
most  effective  answer  to  your  prob- 
lem. This  systems  approach,  based 
on  nearly  a  century  of  service  to 
commerce  and  industry,  produces 


measurable  benefits  in  time,  effort 
and  money  for  Austin  clients. 

AUSTIN  ENGINEERING-ECONOMIC 
CONSULTING  SERVICES 

Facility  Analyses 
Feasibility  Studies 
Plant  Location  Surveys 
Site  Evaluation,  Selection 

and  Planning 
Land  Development  Planning 
Utility  Analyses 
Material  Handling  and 

Distribution  Studies 

Austin  offers  any  or  all  of  these 
services  in  addition  to  its  design, 
engineering  and  construction  serv- 
ices for  industrial,  commercial  and 
institutional  facilities.  For  further 
information,  please  write,  wire  or 
teletype:  Process  Division,  2001 
Rand  Road,  Des  Plaines,  Illinois 
60016(312)827-8833. 


THE  AUSTIN  COMPANY 

Designers  •  Engineers  •  Builders 
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A  man  has  at  least  a  few  moments  a  day 
to  feel  as  though  he  owned  the  world. 


No  matter  how  frantic  the  pace  of  any  day,  a 
man  can  always  look  forward  to  that  quiet,  twilight 
time  when  he  is  surrounded  by  the  things  he  likes  and 
the  people  he  loves. 

Then  he  can  quietly  sit  over  a  fine  Scotch  to  relax 
and  reflect  on  what's  past,  and  what's  to  come. 
Haig  &  Haig  Pinch  is  the  Scotch  for  such  moments. 
Every  golden,  unhurried  drop  is  aged  12  years 
or  more. 

Haig  &  Haig  Pinch.  It  isn't  an  extravagance,  if  it 
can  make  the  world  yours. 

HAIG  &  HAIG  PINCH.  1 2  YEARS  OLD 


fillet** 


v/e  cant  control  Melanies  skirts,  but... 


i 


we  can  control  the  stops  of  the  bus  she's  catching. 

For  whether  it's  a  10-ton  bus  hurtling  down  the 
highway  at  70  miles  per  hour  or  a  Boeing  727  jet  land- 
ing at  160mph,  Abex  friction  products  help  keep 
things  under  control. 

Abex  braking  materials  insure  safe  stops  for 
buses,  trucks,  and  cars.  For  commercial  and  military 
jets  where  brake  temperatures  soar  as  high  as  1800° 
Fahrenheit.  For  railroad  cars  and  locomotives.  And 
in  huge  earthmoving  machines  changing  the  face 
of  America. 

Because  of  their  rugged  reliability,  Abex  friction 
control  products  are  also  used  to  transmit  power  in 
clutches,  transmissions,  steering  mechanisms  and  in 
hoists  and  drilling  rigs. 

However,  controlling  friction  is  only  one  aspect 
of  Abex. 

Hydraulic  systems  by  Abex  control  fluid  power 
for  industry  and  aerospace. 

And  Abex  cast  metals  and  alloys  control  wear 
and  tear  in  machines  of  all  kinds. 

If  you're  having  a  problem  keeping  things  under 
control,  maybe  Abex  can  help.  Contact  Abex  Corpora- 
tion, 530  Fifth  Avenue,  New  York  10036. 
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Octopeeper 

RCAs  YldeoTerminal.  Our  TV  experience  puts  you  eye  to  eye 
with  Octoputer.  It's  your  best  view  of  remote  computing. 


Remote  computing  is  working  with 

your  computer  from  wherever  you 

are  to  wherever  it  is. 

It  can  be  yards  or  miles  away. 

And  hundreds  of  people  can 

share  it. 

For  those  people,  user  terminals  are 

hooked  up  to  the  remote  computer. 

There  are  all  kinds  of  terminals,  in 

all  sizes  and  shapes. 

But  none  of  them  sizes  up  to  the  ter 

minal  you  see  on  the  Octoputer's 

arms. 


It's  RCA's  Video  Terminal. The 
Octopeeper. 

There's  no  better  way  to  find  facts, 
feed  in  facts,  or  solve  problems. 
It's  like  a  combination  TV  and 
typewriter. You  see  what  you  type. 
You  see  what  the  Octoputer  says. 
Instantly.  Clearly.  In  bright  letters 
on  the  screen. 

The  Octoputer's  peeper  is  the  best 
Video  Terminal  on  the  market. 
It  should  be. 

RCA  pioneered  television. 
We've  put  44  years  of  research  and 
experience  into  TV. 
And  50  years  into  general  com- 
munications and  electronics. 
The  popularity  of  video  terminals 
is  growing  faster  than  that  of  any 
other  terminal,  because  they're 
the  best  links  to  remote  computing. 


Remote  computing  is  the  coming 

thing  in  this  business. 

That's  why  RCA  is  concentrating 

on  it. 

We  got  there  first  because  it's 

based  on  communications. 

The  Octoputer  puts  us  a  whole 

generation  ahead  of  our  major 

competitor. 

It  can  put  you  ahead  of  yours. 

And  the  Octopeeper  is  the  best 

way  to  get  to  it. 

For  more  Octopeeper  information, 

call  RCA  Computers  at 

609-424-2385. 

ilCJl 

Nothing  comes  close  to 
our  remote  computers 


You  Can't  Lose  'Em  All 


New  York  has  the  Mets  this  year,  but  Chicago  isn't  doing  too  badly. 
It  has  just  saved  one  of  its  biggest  companies  for  the  old  home  town. 


Chicago  (above)  has  been,  not  only 
"hog  butcher  to  the  world,"  but  a 
Ureal  financial-industrial  power  cen- 
ter, home  to  scores  of  giant  American 
corporations.  In  recent  years,  how- 
ever, control  of  dozens  of  Chicago 
companies  has  moved  elsewhere.  Now 
the  Chicago  Establishment  has  won 
a  big  one.  Armour  &  Co.,  one  of  the 
.oldest  and  biggest  of  Chicago  com- 
panies, is  going  to  remain  Chicago- 
controlled.  And  it  is  going  to  remain 
so  because  another  big  Chicago  com- 
pany, Greyhound  Corp.,  has  finally 
won  control  after  a  prolonged  battle 
with  New  York-based  General  Host 
Corp. 

For  a  while  it  looked  like  a  close 
one.  In  1968,  General  Host  managed 
to  acquire  57%  of  Armour's  6.1  mil- 
lion shares.  Greyhound's  President 
Gerald  H.  Trautman  picked  up  33%, 
and  though  Greyhound  was  outvoted, 
it  nevertheless  held  enough  stock  to 
block  a  General  Host  takeover.  It  was 
thus  a  stalemate.  But  it  wasn't  an 
equal  stalemate.  Greyhound  had  stay- 


ing power.  General  Host  did  not. 

Greyhound  had  nearly  $275  million 
in  equity  capital  and  net  earnings  of 
$43  million  last  year;  its  investment 
in  Armour  represented  a  relatively 
small  part  of  its  assets  and  costs  only 
a  fraction  of  its  earnings  to  carry. 

General  Host,  by  contrast,  is  a 
small  company.  It  has  to  borrow 
heavily  to  carry  the  Armour  stock, 
which  was  costing  it  nearly  $4  a  share 
in  interest  while  bringing  in  $1.60  in 
dividends. 

Greyhound  waited.  Last  month 
General  Host  agreed  to  sell  its  stock 
to  Greyhound  for  $220  million:  $77 
million  in  cash;  a  five-year  note  for 
$36.5  million;  plus  a  batch  of  Grey- 
hound convertible  preferred  and  war- 
rants. 

At  first  glance,  it  might  seem  that. 
by  converting  its  holdings  into  com- 
mon, General  Host  could  get  control 
of  Greyhound  itself,  but  the  agree- 
ment specifically  prohibits  that. 

Greyhound  has  also  structured  the 
deal  so  that  Armour  cannot  be  an  im- 


mediate burden  to  it.  The  net  cost  in 
interest  and  dividends  will  probably 
amount  to  less  than  $9  million,  about 
equal  to  Greyhound's  Armour  divi- 
dends. If  Greyhound  decides  to  con- 
solidate accounts  with  Armour,  the 
result  should  be  an  addition  of  20 
cents  or  so  a  share  to  Greyhound's 
earnings. 

But  besides  the  old  Chicago  spirit, 
what's  in  the  deal  for  Greyhound? 
Both  problems  and  possibilities. 

On  the  problem  side,  Armour's 
revenues  have  been  declining,  not  ad- 
vancing, since  1966.  In  fiscal  1968,  a 
meager  $25.2-million  profit  (1.2%  re- 
turn on  sales)  was  sliced  even  thinner 
if  you  count  a  $13-million  extraordi- 
nary charge — from  selling  off  a  money- 
losing  agricultural  chemical  business. 
And  only  a  very  slight  upturn  is  ex- 
pected this  fiscal  year. 

Armour's  chief  trouble — an  un- 
wieldy marketing  and  distribution 
setup — has  been  well  publicized.  Not 
only  Armour  but  all  the  big  meat- 
packers  were  caught  short  some  years 
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back  when  small  outfits  like  Iowa 
Beef  Packers  revolutionized  marketing 
(and  profit  margins)  by  getting  the 
slaughterhouses  closer  to  the  animals 
and  by  packaging  meat  on  the  spot. 

Two  other  Armour  failings  have 
caught  the  attention  of  industry  ob- 
servers: Too  much  eagerness  to 
diversify  into  unrelated  fields  without 
the  necessary  expertise;  and  a  surplus 
of  management,  as  the  new  enterprises 
touched  bottom  and  had  to  be 
scrapped  or  sold. 

Can  Armour  be  saved?  President 
Trautman  apparently  thinks  it  can.  He 
softpedals  the  obvious  tie-in  between 
Armour  and  Greyhound's  convenience- 
and  institutional-food  businesses,  and 
concentrates  instead  on  Armour's 
leverage  and  diversification  potential. 

Trautman  says,  "Raise  the  profit 
margin  at  Armour  merely  by  1%,  and 
you've  got  about  another  $20  million 
right  there."  Easier  said  than  done. 

"Look  at  Dial  soap.  Look  at  the 
pharmaceutical  company.  They  have 
real  possibilities."  And  indeed  they 
do:  Dial  had  a  pretax  profit  of  $22 
million  on  sales  of  $199  million  last 
year.  What  is  a  sure  bet  is  that  Ar- 
mour is  spread  far  too  thinly  and 
Trautman  will  cut  back  or  at  least 
realign  some  operations. 

If  Trautman  is  taking  on  a  tall 
order,  it  should  be  remembered  that 
he  really  hasn't  much  choice.  Grey- 
hound's revenues  and  earnings  have 
stood  still  for  about  three  years. 

A  diversification  program  begun 
in  the  early  1960s  put  Greyhound 
into  transportation  equipment  and 
computer  leasing,  convenience  foods, 
customs  brokerage  and  financial  ser- 
vices. With  Greyhound's  cash  flow 
well  in  excess  of  its  requirements  for 
reinvestment  in  the  bus  business,  these 
were  smart  moves. 

But  that  first  round  of  diversifica- 
tion has  run  out  of  steam.  Armour  is 
the  second  round.  It's  not  an  ideal 
acquisition,  considering  its  problems 
and  the  price  Trautman  had  to  pay. 
But  it  does  have  one  great  advantage: 
It  puts  tremendous  leverage  into 
Greyhound's  sales  capitalization  pic- 
ture. On  the  one  hand,  it  more  than 
quadruples  sales  (to  $2.7  billion).  On 
the  other  hand,  the  possible  dilution, 
if  all  warrants  and  conversion  privi- 
leges are  exercised,  is  only  about  20%. 
The  net  result  would  be  to  raise  the 
sales  behind  each  share  of  Greyhound 
from  about  $20  a  share  to  $90  a 
share.  Which  means  that  even  a  slight 
improvement  in  Armour's  earnings 
would  have  a  highly  leveraged  effect 
on  Greyhound's. 

But,  however  the  whole  thing  turns 
out,  one  thing  is  clear:  The  Chicago 
Establishment  is  breathing  easier.  ■ 


The  Strange  New  Man  at  the  FCC 

From  the  record,  Dean  Burch  would  seem 
predictable.  The  chances  are  that  he's  go- 
ing to  surprise  "friends"  and  "foes"  a  like. 


Frank  Shakespeare  shifted  a  bit 
in  his  seat  and  began  to  smile: 
"Now.  Now  listen  to  this. 
Here's  what  1  thought  I'd  do. 
I  thought  I'd  go  to  Walter 
Scott,  the  NBC  board  chairman 
— this  would  be  in  private  of 
course,  just  the  two  of  us  in  his 
office — and  say,  'Here  arc  the 
instances.  Here  are  the  instances 
where  ice  feel  you've  been 
guilty  of  bias  in  your  coverage 
of  Nixon.  We  arc  going  to  moni- 
tor every  minute  of  your  broad- 
cast news,  and  if  this  land  of 
bias  continues,  and  if  we  are 
elected,  then  you  just  might  find 
yourself  in  Washington  next 
year  answering  a  few  questions. 
And  you  just  might  find  your- 
self having  a  little  trouble  get- 
ting some  of  your  licenses  re- 
newed.' " 

Shakespeare  paused  and 
smiled.  "I'm  not  going  to  do  it 
because  I'm  afraid  of  the  re- 
action. The  press  would  band 
together  and  clobber  us.  But 
goddammit,  I'd  love  to." 
— From  The  Selling  of  the  Presi- 
dent 1968,  by  Joe  McGinniss. 

At  first  glance  it  looked  as  if  the 
new  President  might  have  been  fol- 
lowing a  Shakespeare-penned  script 
when  he  tapped  the  controversial 
Dean  Burch  to  head  the  autonomous 
and  therefore  troublesome  Federal 
Communications  Commission.  After 
all,  time  was  when  candidate  Nixon 
took  as  gospel  everything  Frank 
Shakespeare  said  about  television. 
(Today  Shakespeare,  as  head  of  the 
U.S.  Information  Agency,  says  point 
blank  that  young  McGinniss  shame- 
lessly quoted  him  out  of  context. )  But 
the  evidence  now  is  that  Burch — the 
young  conservative  who  split  the  GOP 
into  two  bitter  camps  when  he  was 
named  national  party  chairman  by 
Barry  Goldvvater  in  1964 — is  going  to 
walk  down  the  middle  in  a  way  that 
may  confound  both  his  conservative 
backers  in  the  Administration  and  his 
liberal  attackers  outside. 

Burch  talked  to  Forbes  on  one  of 
those  long  dragging  days  between  the 
time  he  faced  Senate  Commerce  Com- 
mittee questioners  and  the  time  he 
would  be  confirmed  by  the  full  Senate. 
He  addressed  himself  to  the  question 
that  is  uppermost  in  the  minds  of 
longtime   radio-TV  practitioners:    For 


the  first  time  in  42  years,  the  Federal 
regulators  are  being  petitioned  by 
private  groups  seeking  to  wrest  away 
the  licenses  of  existing  broadcast  man- 
-agements  in  cases  where  they  believe 
the  public  interest  is  not  being  served. 
These  licenses — which  cost  the 
holders  nothing — can  often  be  sold 
for  millions  of  dollars.  Not  surpris- 
ingly, threatened  license-holders  are 
screaming. 

The  new  FCC  chairman  seemed  to 
be  living  up  to  his  reputation  when 
he  observed,  "You  can't  operate 
on  the  theory  that  every  three  years 
a  license  is  up  for  grabs.  You  cannot 
deny  that  they  [station  operators] 
have  an  equity  interest.  In  fact,  it's  in 
the  public  interest  that  these  stations 
make  the  proper  long-term  capital  in- 
vestments that  are  necessary.  You  do 
get  some  credits  for  just  operating." 

That  sounds  pro-industry  enough — 
and  at  just  the  right  time.  Through 
adroit  lobbying  with  their  homestate 
representatives,  the  broadcasters  do  ap- 
pear to  be  winning  support  for  a  bill 
introduced  by  Senator  John  O.  Pas- 
tore,  Democrat  of  Rhode  Island.  The 
Pastore  bill  would  make  it  tougher  for 
outsiders  and  insurgents  who  want  to 
take  over  an  existing  license  at  re- 
newal time.  It  would  require  that  the 
FCC  formally  declare  that  a  station 
management  had  not  acted  "in  the 
public  interest."  Only  then  could  it 
consider  competing  applications. 

However,  even  if  the  bill  passes,  the 
broadcasters  do  not  expect  to  get 
everything  their  own  way.  Says  a 
broadcast  company  president  with 
close  Nixon  ties:  "Our  business  would 
be  a  hell  of  a  lot  better  off  if  Humphrey 
had  been  elected.  You  know  we've 
been  down  there  seeing  Congressmen, 
and  a  lot  of  them  really  believe  that 
coverage  of  the  Democratic  conven- 
tion in  Chicago  cost  them  the  election. 
One  very  important  Democrat  told 
me,  'Look,  we  believe  the  Pastore  bill 
is  right,  it's  a  sound  move,  but  we're 
gonna  hold  your  feet  to  the  fire  before 
we  pass  it.'  " 

It  would,  moreover,  be  a  bad  mis- 
reading of  Burch's  character  to  think 
that  he  is  going  to  let  the  broad- 
casters ignore  the  public  interest.  One 
of  the  loudest  voices  in  praise  of  the 
Tucson  lawyer  comes  from  John  F. 
Kennedy's  former  FCC  chairman, 
Newton  N.  Minow,  who  first  used  die 
famous  "vast  wasteland"  label  to  shake 
up  the  industry  during  its  best  Beverly 
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Nobody  has  to  tell  President 
Nixon  how  important  is  broadcast- 
ing: Television  cost  him  one  elec- 
tion; skillfully  handled,  it  helped 
him  win  a  second.  To  regulate  the 
industry  the  President  has  picked 
an  unusual  conservative,  Dean 
Burch,  Republican  national  chair- 
man in  Goldwater  days.  When  one 
more  member's  term  expires  in 
June,  the  Republicans  may  enjoy  a 
four-to-three  majority  on  the  Fed- 
eral Communications  Commission. 


Hillbillies  days.  Minow  sat  with  Burch 
on  the  Twentieth  Century  Fund's 
Commission  on  Campaign  Costs  to 
consider  how  best  to  provide  freer 
access  to  the  expensive  airwaves  for 
political  candidates.  Said  Minow 
about  Burch:  "In  our  close  work  to- 
gether, I  have  observed  his  unswerved 
and  impartial  dedication  to  the  public 
interest.  .  .  .  He  has  an  incisive  mind 
and  I  have  repeatedly  seen  him  dem- 
onstrate fairness  and  courage." 

An  even  more  laudatory  note  came 
from  Robert  Price,  the  campaign  pro 
who  fought  Burch  all  the  way  in  the 
1964  primary  campaign  when  he  was 
battling  for  Rockefeller  and  Burch 
was  Goldwater's  grassroots  man. 
"Judicious,  I  think  that's  what  he  is, 
and  he  should  go  right  down  the  line 
at  the  FCC."  said  Price,  who  now 
heads  his  own  closed-end  investment 
company  "On  the  [Campaign  Costs] 
Commission,  I  was  amazed  how  dif- 
ferent he  was  than  what  I  had 
thought,  in  effect  voting  for  more 
Federal  controls." 

What  seems  to  have  fostered  some 
strong  liberal  support  for  the  Burch 
appointment  is  that  he  is  expected  to 
be  a  friend  of  that  much  abused 
medium,  "public  broadcasting."  This 
concept  is  expected  to  get  a  surpris- 
ingly  strong  push  when  President 
Nixon  delivers  his  education  message 
this  month.  Specifically,  here  is  what 
the  new  Burch-led  FCC  will  face  in 
the  way  of  broadcasting  problems: 

•  Complaints.  Burch  agrees  with 
Senate  critics — including  the  powerful 
Pastore — that  the  FCC  is  not  quick 
enough  in  fielding  its  30, 000  annual 
complaints.  On  such  touch)  questions 
as  sex  and  violence  programs,  Burch 
thinks  that  the  FCC:  may  end  up  farm- 
ing out  some  of  its  evaluation  work  to 
private  contractors. 

•  License  Renewal.  In  denying  li- 
cense renewal  to  station  WHDH-TY  in 
Boston,  the  Commission  seemed  to  say 
that  a  station  applying  for  renewal 
had  no  inherent  advantage  over  would- 
be  competitors.  Thus  the  industry  has 
thrown  its  weight  solidly  behind  the 
Pastore  bill.  Burch  has  taken  no  posi- 
tion on  the  Pastore  bill.  But  one  of  the 
FCC's  chief  reasons  for  switching  the 
WHDH  license  was  that  it  was  owned 
by  the  Boston  Herald-Traveler.  Burch 
did  say  that  when  the  only  newspaper 
and  only  broadcast  facilities  in  a  town 
had  the  same  ownership  (a  more  ex- 
treme case  than  in  Boston),  "I  believe 
that  generally  it  raises  a  substantial 
question  about  undue  concentration." 

•  Cable  and  Pay-TV.  Probably  the 
'  most  explosive  future  issue.  The  FCC 

has  just  granted  the  community  an- 
tenna cable  system  the  right  to  solicit 
advertising,  at  the  same  time  forcing 
them  to  develop  their  own  program- 


ming by  1971.  CATV,  which  now 
consists  of  over  2,000  systems  ready 
to  go  after  urban  markets,  offers 
unique  advertising  opportunities.  "If 
your  neighborhood  supermarket  is  hav- 
ing a  sale  on  meat,  it  could  beam  an 
ad  into  only  those  homes  in  its  market- 
ing area,"  one  operator  explains.  Full 
development  of  CATV  with  its  own 
programming  also  could  lead  to  as 
many  as  20  channels  in  a  major  city. 
But  the  FCC  also  is  considering  a  rule 
requiring  a  CATV  system  to  have  the 
permission  of  the  originating  station 
before  it  can  import  a  distant  signal 
into  a  major  city.  This  would  undoubt- 
edly make  more  difficult  and  expensive 
the  CATV  stock-in-trade  of  supplying 
viewers  with  existing  programs  they 
could  not  otherwise  receive. 

As  for  out-and-out  pay-TV,  the 
FCC  authorization  for  its  operation  is 
in  effect,  but  it  will  be  some  time 
before  any  approval  for  station  opera- 
tion is  given.  Burch,  aware  of  the 
danger,  only  offers  the  safe  thought 
that  CATV  needs  to  be  "thoroughly 
reviewed"  by  the  Commission. 

•  Satellites  and  Microwaves.  Pres- 
sure for  approval  of  a  domestic  satel- 
lite and  short-range  microwave  trans- 
missions is  running  head-on  into  the 
interests  of  AT&T,  whose  long  lines 
would  lose  customers.  An  application 
was  recently  approved,  in  the  face  of 
AT&T  opposition,  for  microwave 
transmission  of  computer  data  be- 
tween Chicago  and  St.  Louis. 

Working  for  Burch  could  be  an  un- 
usual blend  of  conservative  and  liberal 
forces.  Burch  is  a  strange  man  to  fig- 
ure. In  his  background  is  the  genteel 
conservatism  of  Arizona  where  he  went 
to  college,  practiced  all  kinds  of  law 
and  became  Barry  Goldwater's  man. 

But  he  grew  up  at  Alcatraz.  His 
father  was  a  grocer  who  went  bust 
during  the  Depression  and  became  a 
Federal  prison  guard.  Today  he  is  the 
new  overseer  of  the  nation's  airwaves, 
but  he  can  still  remember  the  most 
vivid  broadcast  of  his  life:  "It  was  in 
1946  and  I  was  in  the  Army,  stationed 
in  the  East.  I  heard  this  newscast, 
something  about  'A  guard  named 
Burch  believed  killed  by  the  rioting 
inmates.'  "  As  it  turned  out  his  father 
wasn't,  but  it  took  Marines  equipped 
with  howitzers  to  shell  their  way  onto 
the  rock.  Burch's  father  had  been  held 
hostage  and  beaten  badly.  His  son 
thinks  he  never  really  recovered. 

As  for  his  philosophy,  Burch  isn't 
really  surprised  he  was  tapped  for  a 
Nixon  job.  "I  guess  there's  a  certain 
name  value  attached  to  the  fact  that 
you're  a  free  enterprise  advocate,"  he 
says.  You  might  almost  say  that 
Burch's  right-wing  credentials  will 
make  it  harder  for  industry  people  to 
complain  if  he  comes  down  on  them  .  ■ 
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Balancing  Act 


Things  are  looking  up  for  RCA's  computer  operations.  Ironically,  con- 
sumer products,  which  have  carried  the  load,  are  beginning  to  look  soft. 


RCA's  President  Robert  W.  Sarnoff, 
51,  is  reshaping  the  company  built 
In  his  lather.  General  David  Sarnoff. 
Last  year,  he  completely  redid  the 
General's  executive  suite  in  Manhat- 
tan's RCA  Building  in  contemporary 
decor.  This  year,  he  has  changed  the 
corporate  title  from  Radio  Corp.  of 
America  to  RCA  Corp.,  and  scrapped 
the  clog  and  the  phonograph  (His 
Master's  Voice)  that  had  made  gen- 
erations of  children  RCA-watchers 
from   cradle  to   grave. 

In  his  fourth  year  as  president  and 
second  as  chief  executive,  Robert  Sarn- 
oll  hasn't  been  content  merely  to 
alter  RCA's  outward  appearance.  He 
has  also  substantially  altered  the 
nature  and  style  of  its  operations.  He 
has  reorganized  its  top  management, 
instituting  a  headquarters-stall  system 
for  better  control  of  the  operating 
divisions.  Ik'  has  attempted  to  make 
the  company  more  marketing-oriented, 
bringing  in  outsiders  like  former  Ford- 
man  (now  executive  vice  president) 
Chase  Morsey  Jr.  to  run  marketing 
operations.  Finally  he  has  stepped  up 
a  company-wide  program  to  automate 
RCA's  product  production. 

Right  now.  SarnofFs  most  serious 
and  ambitious  efforts  are  going  into 
its  electronic  data  processing  operation 
— the  Information  Systems  division. 
Over  the  past  three  \ears.  RCA  has 
poured  over  $200  million,  out  of  a 
total  of  8570  million  in  capital  expen- 


ditures, into  EDP,  and  such  invest- 
ments will  continue  to  absorb  the 
lion's  share  of  RCA's  spending  over 
the  next  five  years.  "By  the  early 
Seventies,"  Sarnoff  has  said  flatly  on 
several  occasions,  "we  expect  to  be- 
come second  only  to  IBM.  And  we 
expect  to  be  profitable." 

At  the  present  moment,  RCA  ranks 
fifth  among  U.S.  computer  makers  in 
share  of  market.  But  it  is  gaining 
ground  rapidly.  Last  year,  it  shipped 
around  $250  million  in  EDP  equip- 
ment, some  of  which  RCA  admittedly 
bought  itself.  This  was  a  sizable  in- 
crease over  1967,  and  this  year  ship- 
ments are  up  again.  Sarnoff  freely 
admits  that  the  computer  division, 
which  primarily  leases  equipment,  is 
running  in  the  red  and  should  con- 
tinue to  do  so  until  the  early  70's. 
But  that  is  the  price  he  is  willing  to 
paj  for  really  substantial  long-term 
profits  thereafter.  How  much  RCA  is 
losing.  Samoff  understandably  refuses 
to  say,  but  some  analysts  estimate 
this  sear's  losses  will  approximate  10 
cents  a  share,  as  against  earnings  of 
perhaps  $2.45  a  share. 

Computer  makers  always  dream  of 
making  money,  of  course,  and  of 
cutting  into  IBM's  dominance,  but 
as  the  head  of  the  EDP  division, 
James  R.  Bradburn,  explains  it,  RCA 
is  no  longer  simply  producing  carbon 
copies  of  IBM  equipment.  As  it  ac- 
quired  talent   and   technology,   it  has 


begun  producing  its  own  equipment, 
bringing  out  its  first  original,  the 
Spectra  70/46,  a  time-sharing  com- 
puter, is  1967,  and  a  giant  computer, 
the  Spectra  70/60,  early  this  year.  A 
still  bigger  and  faster  companion  to 
the' 70/46  is  in  prospect  for  1971. 

RCA's  future  in  computers,  Brad- 
burn  goes  on,  lies  in  two  fast-growing 
areas — time-sharing  and  peripheral 
equipment — which  IBM  has  not  yet 
locked  up.  But  the  competition  is 
still  formidable.  In  addition  to  IBM, 
RCA  is  competing  head-on  with  com- 
panies like  General  Electric  and  Con- 
trol Data. 

RCA  was  admittedly  late  in  moving 
into  computers,  and  it  failed  to  carve 
out  a  special  niche  as  Burroughs  and 
XCR  have  done.  But  it  does  have  at 
least  one  thing  going  for  it:  It  has 
financial  resources  unmatched  by  any 
other  major  producer  in  the  industry 
save  IBM,  GE  and  Control  Data. 
Among  computer  makers,  only  IBM 
(with  $1.8  billion  in  cash  flow  last 
year),  GE  (with  $660  million)  and 
Control  Data  (with  access  to  Com- 
mercial Credit's  $1.6  billion  in  working 
capital)  could  surpass  the  $335  mil- 
lion RCA  generated  from  operations 
last  year. 

The  bulk  of  this  is  derived  from 
the  company's  Consumer  Products 
division,  which  has  an  estimated  28% 
of  the  $2.2-billion  color  television 
market,  and  from  the  National  Broad- 


Just  Like  Yesterday 

Suddenly,  Borg-Warner  is  headed  back  deeper  into  theauto-parts 
business  it  was  trying  to  play  down.  But  there's  a  difference. 


It  isn't  often  that  a  billion-dollar 
company  reverses  a  long-term  trend. 
and  even  rarer  when  that  trend  has 
been  the  object  of  the  most  devout 
corporate  hopes  and  meticulous  plan- 
ning. But  Chicago-based  Borg-Warner 
Coip.  seems  on  the  verge  of  doing 
so.  Specifically,  it  seems  about  to  re- 
verse, though  perhaps  only  for  the 
next  several  years,  its  long-term  trend 
of  diversifying  av  its  original 

base  in  automotive    parts. 

The    specifics    of    tin  sal    are 

these.  In  the  last  four  years,  B-Ws 
total    sales    grew    SOI  ;.>    st)75 

million.  But  its  sales  of  automotive 
equipment,  of  which  automatic  trans- 
missions are  by  far  the  largest  single 
component,  rose  a  more  modest    1  V, 
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from  $302  million  to  $345  million. 
Thus,  the  automotive  percentage  of 
the  total  fell  from  39%  to  35%. 

By  1973,  however,  the  company 
predicts  automotive  sales  of  "more 
than  $575  million" — a  gain  of  some 
70%  over  1968.  This  means  that  for 
the  next  four  years,  at  least,  auto- 
motive parts  will  maintain  their  per- 
centage place  in  corporate  sales  and 
could  conceivably  increase  that  per- 
centage slightly. 

The   Hard   Life 

Borg-Warner  had  the  best  possible 
historical  reasons  for  wanting  to  cut 
down  its  dependence  on  automotive 
products,  especially  those  supplied  as 
original  equipment.   For  that  market. 


notes  a  company  handbook,  "is  most 
vulnerable  to  backward  integration  by 
automobile  manufacturers." 

A  painful  case  in  point  was  the 
automatic  transmissions  that  B-YV  was 
supplying  to  Ford  in  the  late  Fifties 
when  Ford  decided  to  make  its  own. 
That  switch  alone  cost  B-W  $100 
million  in  sales  in  1958.  And  the 
problem  was  compounded  by  the  mis- 
haps in  the  next  few  years  to  two 
other  major  U.S.  customers  for  B-W 
automatics:  American  Motors  began 
losing  market  share,  and  Studebaker 
went  under. 

But  an  equally  sound  logic  is  be- 
hind the  sales  bulge  now  just  be- 
ginning in  automotive  parts.  The  big 
change  in  the  auto  world  recently  has 
been  the  shift  of  its  center  of  gravity 
away  from  the  U.S.:  For  some  years 
now.  non-U. S.  auto  output  has  ex- 
ceeded that  in  the  U.S.,  while  vehicle 
population  increased  abroad  more 
than    twice    as    fast    as    in    the    U.S. 
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Peripheral  Profits.  By  1975,  RCA's  Robert  Sarnoff  figures,  80%  or  the 
average  dollar  spent  on  computer  systems  will  be  for  peripheral  equip- 
ment like  disc  drives  and  magnetic-tape  drives  of  the  sort  produced  at 
RCA's  new  Marlboro,  Moss,  plant  (above).  Understandably,  Sornoff  wants 
and   expects   to    get   a    sizable    chunk    of   this    multibilHon-dollar   market. 


casting  Co.,  a  close  No.  Two  to  CBS 
in  billings  in  network  TV.  Last  year 
consumer  products  accounted  for 
nearlv    5  Rl    \ s  M53-nu'llion  net 

income,  NBC  for  roughly  one-quarter. 
Sarnoff  has  been  counting  heavily  on 
divisions  to  keep  the  company's 
earnings  at  a  high  level  until  the  com- 
puter division  gets  solidly  in  the  black. 
The  Question  is.  can  Sarnoff  count 
on  TV  and  broadcasting  profits  to 
continue?  Color-T\  demand  lias 
slackened  oil  this  year,  and  will  slow 
down  even  more  over  the  next  six  to 
nine  months.  Hut  RCA  executives  see 


that  as  a  temporary  thing:  Says  Del- 
bert  Mills,  head  of  RCA's  Consumer 
Products  &  Components  division,  "This 
is  merely  a  natural  by-product  of  the 
current  drop  in  consumer-buying  con- 
fidence in  general,  but  we  see  it  also 
as  a  temporary  lull,  as  a  lengthening 
out  of  the  classic  product  S-Curve.  I 
foresee  continued  steady  growth  well 
into  the  1970s."  (By  "S-Curve"  Mills 
is  referring  to  the  sales  growth  curve. 
In  the  early  stages  a  product's  sales 
grow  rapidly,  then,  as  it  establishes 
itself  in  the  market,  that  growth  levels 
off  before  resuming  again  at  a  some- 


what reduced  rate.) 

But  a  lull  is  a  lull  even  in  a  classic 
S-Curve,  and  at  present  that  lull  is 
beginning  to  make  an  impact.  Mills 
has  announced  that  RCA  is  laving 
off  some  1,325  consumer  electronics 
workers  and  is  cutting  back  on  over- 
stocked inventories  in  smaller  con- 
ventional sets. 

Moreover,  RCA  has  had  to  count 
on  disposal  of  several  small  money- 
losing  product  lines  and  an  increase  in 
other  income  to  keep  earnings  up  over 
last  year.  A  good  earnings  gain  by 
its  Hertz  Corp.  auto-rental  subsidiary, 
which  has  begun  to  regain  some  ground 
previously  lost  to  Avis,  has  also 
helped.  On  the  other  hand  RCA's  still- 
large  defense  business  of  some  §500 
million  has  declined  steadily  in  the 
last  few  years  to  15%  of  sales  and 
well  under  5%  of  earnings. 

At  this  point,  it  looks  as  though  the 
lull  will  continue  into  1970.  In  addi- 
tion to  a  weak  first  half  in  color  tele- 
vision, 8650-million  (revenues)  NBC 
faces  the  loss  next  year  of  11%  of  its 
TV  advertising  revenues  as  the  ban  on 
cigarette  advertising  goes  into  effect. 
Though  RCA  will  eventually  make  up 
the  loss,  nobody  suggests  it  will  do  so 
overnight. 

So,  for  a  short  while,  it  appears 
that  RCA's  earnings  are  going  to 
be  on  something  of  a  plateau.  Not 
because  it  is  in  trouble,  but  simply 
because  it  is  so  big  (well  over  S3 
billion  in  sales)  and  involved  in  so 
much  capital  and  research-costly  busi- 
ness. It  would,  of  course,  be  pleasant 
if  earnings  curves  could  simply 
mount  up,  up,  up,  endlessly.  But  that 
isn't  the  way  the  world  works.  ■ 


Borg- Warner,  with  12  foreign  auto- 
motive plants  and  over  $80  million 
being  spent  on  additional  facilities 
between  1968  and  1972,  is  perfectly 
positioned  to  cash  in  on  the  boom. 

Again,  transmissions  supply  a  good 
example.  In  1969  alone,  Borg-Warner 
set"  up  a  joint  venture,  Aisin-W  arncr. 
to  produce  automatic  transmissions  in 
Japan;  set  up  a  similar  joint  venture 
in  Germany,  expected  to  begin  pro- 
duction in  1971;  expanded  its  trans- 
mission plant  in  New  South  Wales, 
Australia;  and  started  a  new  sub- 
assembly plant  in  Wales  to  support  its 
already  enormous  transmission  facility 
Letchworth,  England.  Even  before 
these  moves,  B-W  was  the  largest 
producer    of    automatics    for    foreign 

(  barrnakers;  after  them,  B-W  Chairman 
'Robert  S.  Ingersoll  can  boast  that 
IBorg-Wamer    "soon    will    be    selling 

Inore  automatic  transmissions  outside 

■  he  U.S.  than  it  ever  sold  in  the  U.S. 

in  the  past." 


The  "promise  of  the  automatic 
transmission  business  abroad  is  all  the 
greater  because  so  few  foreign  cars 
now  use  automatics — less  than  10V  ol 
European  production,  for  example. 
But  Chairman  Ingersoll  is  convinced 
that  the  trend  will  be  sharply  up,  as 
it  already  is  in  Britain.  "Thirty  per 
cent  of  Britain's  cars  now  use  auto- 
matics," says  Ingersoll,  "and  their 
popularity  is  growing."  That  pop- 
ularity, in  fact,  is  beginning  to  affect 
foreign  car  design:  "Our  Japanese 
venture  indicates  that  some  of  their 
cars  might  increase  horsepower  to 
accommodate  automatics." 

What  danger  is  there  that  history 
will  be  repeated,  and  foreign  manu- 
facturers start  producing  their  own 
automatic  transmissions?  Less  danger, 
realistically,  than  in  the  U.S.  B-W's 
automaticj  now  go  to  some  30  foreign 
carmakers  producing  a  vast  variety 
of  models,  nameplates  and  engine 
sizes.  Factors  of  nationalism  will  cer- 


tainly delay,  and  probably  prevent 
altogether,  the  kind  of  shrinkage  in 
the  number  of  carmakers  that  oc- 
curred in  the  U.S.  And  so  long  as 
there  are  a  number  of  foreign  car 
producers,  few  will  be  able  to  achieve 
the  volume  economies  and  thus  the 
costs  that  Borg-Warner  can  secure 
by  producing  for  many  of  them.  In 
this  respect  B-W  is  merely  benefiting 
from  one  of  the  trends  that  has 
helped  the  auto  parts  makers  improve 
their  margins  so  markedly  in  recent 
years  (Forbes,  Nov.  1). 

Of  course,  benefiting  from  stan- 
dardization and  volume  are  haidly 
new  at  Borg-Warner.  Nearly  half  a 
century  ago,  back  in  1921,  the  old 
Warner  Gear  Co.,  one  of  the  four 
firms  from  which  Borg-Warner  was 
formed,  talked  several  of  the  U.S. 
automakers  into  accepting  a  standard- 
model  transmission — and  was  thereby 
able  to  cut  the  price  from  $62.50  to 
$30  in  one  year.  ■ 
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Alaska's  $50-Billion  Boom 

The  49th  state's  boom  is  a  threefold  phenomenon  of  capital  equipment,  oil 
and  minerals— in  that  order.  Everyone  wants  in.  But  can  everyone  get  in? 


This  is  a  story  about  Alaska,  but  not 
just  about  oil.  It  is  a  tale  of  the  ground- 
floor  stages  of  what  could  be  one  of 
the  biggest  and  fastest  booms  in  U.S. 
economic  history.  But  the  drama  is — 
who  will  run  it?  The  resource-rich, 
capital-poor  Alaskans,  or  the  money 
men  of  "the  Lower  48"? 

"These  sharpshooters  come  in  want- 
ing us  to  go  public,  wanting  stock 
warrants,  wanting  anything  they  can 
get,"  said  Charlie  Cole,  executive  vice 
president  of  Jim  Margoffin's  prosper- 
ously busy  Interior  Airways. 

"Twenty  years  ago  Jim  was  flying 
$10  trips  over  unmarked  territory  at 
three  in  the  morning  just  to  stay  in 
business."  Cole,  who  had  just  made  a 
top-of-the-head  decision  to  buy  a  Boe- 
ing 727  ("We'll  get  the  money  and 
find  work  for  it  somehow,  we  always 
have"),  added:  "The  outsiders  are 
hoping  to  take  us  over,  make  us  over 
and  rake  us  over.  We're  watching  very 
carefully  who  we're  involved  with." 

Locke  Jacobs,  Anchorage  gas  and 
oil  leaseholder  and  dealer — now  a 
millionaire  main  times  over — told 
Forbes;  "Ten  years  ago  I'd  go  to  oil 
company  offices  asking  them  to  con- 
sider oil  in  Alaska.  They  threw  me 
out.  We  believed  in  Alaska  when  no- 
body did."  The  huge  polar  bear  skin 
on  the  floor,  the  hunting  trophies  and 
pilot's  license  plaque  told  their  own 
Alaska  story  as  Jacobs  .'.lanced  at 
them.  "Now,"  be  said,  "these  out- 
siders want  me  to  go  public  i  1  can 
work  for  them.  Why  should  1?  I'm 
just  about  to  open  my  first  bank.  It's 


going  to  be  the  Alaskan  Guaranty 
&  Trust  Company,"  he  laughed,  "or 
something  like  that." 

Dave  Goodwin,  jocular  president  of 
Offshore  Fabricators,  a  Kenai  and 
Yaldez  (pronounced  Valdees)  con- 
struction company,  is  an  executive 
in  an  open-neck,  short-sleeved  plaid 
shirt.  His  business  has  grossed  $2  mil- 
lion to  $3  million  for  the  last  few 
years.  He  expects  to  gross  $75  million 
within  two  years:  "Even  a  little  piece 
of   the   action   is   big   money    to   us." 

Big  money  indeed.  In  the  years  im- 
mediately ahead,  capital  intensive  in- 
dustries will  be  investing  sums  reach- 
ing "moon  shot"  proportions  in  steel, 
aircraft,  construction  equipment,  labor, 
offices,  roads,  land,  harbors  and  sup- 
port services.  In  round  figures,  it  may 
take  $8  billion  to  $10  billion  to  ex- 
tract $40  billion  to  $60  billion  worth 
of  oil. 

As  the  multiplier  effects  of  this  first 
wave  of  investment  begin  to  spread,  a 
second  crest  will  be  building  up. 
Already  the  seismic  exploration  crews 
in  helicopters  and  yellow  submarines 
are  searching  the  land  and  the  conti- 
nental shelf  for  more  oil,  and  the  coal, 
copper,  iron,  mercury,  asbestos,  lead, 
and  zinc  known  to  be  there.  Copper, 
so  pure  in  some  places,  for  example, 
that  one  man  lasted  a  year  hauling  it 
out  in  a  Cessna  180 — until  the  capital 
depreciation  costs  on  his  aircraft  got 
to  him.  The  140  million  cubic  feet  of 
natural  gas  exported  daily  to  Tokyo 
from  Alaska's  Kenai  deposits  is  equal 
to     halt     the    daily     consumption     of 


Washington,  D.C.  Minerals  are  so 
abundant  they've  been  known  of  for 
generations.  The  challenge  has  been 
to  get  them  out. 

That  interplay  of  world  demand, 
international  competition  and  political 
uncertainty  that  makes  North  Slope 
oil  important  will  provide  the  impetus 
necessary  to  extract  the  minerals. 
Nationalization  of  copper  mines  in 
Chile  and  Zambia,  soaring  steel  de- 
mands pushing  coking  coal  prices  to 
new  peaks,  the  U.S.  national  need  for 
domestic  mineral  deposits — all  these 
are  part  of  Alaska's  future. 

But  oil  leads  the  way.  "I  myself  was 
a  skeptic  about  the  feasibility  of  many 
operations  which  oil  companies  have 
proved  possible,"  James  Williams,  di- 
rector of  Alaska's  Division  of  Mines 
and  Geology  told  Forbes.  "Few  of  us 
believed  arctic  winter  operations  were 
possible;  the  oil  people  proved  us 
wrong.  They  even  showed  that  some 
operations,  including  surveying  and 
chilling,  are  easier  in  winter  than  sum- 
mer because  the  ground  is  frozen." 

Oil  led  the  way  for  statehood. 
Washington  pundits  note  that  for  the 
Hist  six  years  of  the  Fifties,  statehood 
for  Alaska  was  a  dead  issue.  Oil  was 
discovered  in  1957,  and  statehood 
granted  in  1959. 

Oil  in  the  van,  and  mining  not  far 
behind.  The  technological  era  well 
under  way  will  make  mineral  extrac- 
tion both  possible  and  profitable. 
Alaska's  tomorrow  depends  on  today's 
technology — technology  so  advanced 
that   it   was   the  science   fiction   of  a 
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decade  ago.  If  the  investment  reaches 
moon  shot  proportions,  so  too  must  the 
sophisticated  scientific  and  engineer- 
ing solutions  to  the  unique  problems 
posed  by  Alaska's  climate,  terrain  and 
location. 

'The  Great  Land.''  as  Alaskans  call 
their  state,  is  America's  lovely,  lonely 
last  frontier.  It  is  still  an  earthbound 
mass  of  unknown  potential.  The  mea- 
sure of  American  maturity  as  a  nation 
will  be  how  it  balances  the  need  to 
extract  with  the  need  to  preserve 
Alaska's  above-ground  assets:  natural 
beauty  and  wildlife,  clean  air  and 
water,  desolation  and  space. 

Those  on  the  "outside"  (an  Alaskan 
term  applied  to  the  rest  of  the  world) 
do  have  a  perspective  problem  regard- 
ing the  Arctic  state.  For  it  is  simply 
not  possible  to  think  of  Alaska  in  terms 
of  what  Alaskans  call  "the  Lower  48." 

Take  communications,  for  example. 
Land,  sea,  air,  rail,  road,  telephone 
and  mail  are  literally  and  figuratively 
worlds  apart  from  the  Lower  48. 
Associated  Press  Wirephotos,  cabled 
instantaneously  to  the  nation's  news- 
rooms, arrive  at  Alaskan  daily  news- 
papers by  mail.  Alaskans  have  known 
the  results  of  "The  Game  of  the 
Week"  for  seven  days  before  they  see 
it  on  television. 


An  oil  executive  busy  on  the  North 
Slope  may  have  to  spend  $500-$6()0 
to  call  his  head  office  in  Houston  or 
New  York.  That's  because  unless  he 
belongs  to  Atlantic  Richfield,  Standard 
of  California,  British  Petroleum  or 
Pan  Am — who  have  their  own  circuits 
— he  must  charter  a  plane  and  fly 
to  the  nearest  toll  phone.  Even  tele- 
phoning within  Alaska  is  an  expen- 
sive, time-consuming  job.  It  can  take 
a  half-hour  to  raise  the  operator,  and 
operators   handle  all    nonlocal    calls. 

The  Hickel  highway  thaws  into 
mud  after  April.  The  Alaska  Railroad's 
top  speed  is  45  miles  per  hour.  One- 
third  of  the  state's  coastline  is  solid 
ice  for  six  months  of  the  year.  Mail 
delivery  from  outside  is  often  erratic. 

Outsiders  underestimate  Alaska's 
size.  As  the  map  (see  p.  32)  shows, 
it  is  as  far  from  Juneau  to  the  outer- 
most U.S.  Aleutian  island,  as  from 
Tallahassee  to  San  Francisco;  as  far 
from  Juneau  to  the  North  Slope  as 
from  Tallahassee  to  Canada.  It  is  one- 
fifth  the  total  land  mass  of  the  Lower 
48,  has  two-thirds  of  the  entire  U.S. 
continental  shelf:  26,000  miles  of 
coast.  Alaskans  hop  planes  the  way 
city  dwellers  call  cabs.  Eskimos, 
oil  drillers,  policemen  and  bankers  fly 
to  Kodiak  and  Korea,  Chicago  and 
Amchitka,  the  Yukon  and  New  York, 
the  North  Slope  and  Tokyo.  Alaskans 
have  more  aircraft  per  capita  than  any 
other    state;    flying   is    a    high-school 


elective.  Everything  is  there,  from 
World  War  II  Grumman  Goose  con- 
verts to  the  Sikorsky  Flying  Crane. 
Plus  float  and  bush  planes,  Hercules 
transports,  Beavers,  Otters,  Boeing 
737s  and  helicopters  galore. 

Geographic  location  makes  Alaska 
oddly  strategic.  Lower  48  Americans, 
accustomed  to  thinking  of  the  U.S.  in 
terms  of  the  42nd  parallel,  have  little 
concept  of  polar  distances.  New  York 
is  nine  jet  hours  from  Anchorage; 
London  is  6)2.  "Europeans  understand 
Alaska's  significance  better  than  most 
Americans,"  Secretary  of  the  Interior 
Walter  J.  Hickel  told  Forbes.  Japan  is 
a  natural  trading  area,  and  accounts 
for  a  whopping  87%  of  Alaska's  $55 
million  in  annual  exports  (see  box, 
p.  36). 

Everybody  Wants  In 

Those  from  the  Lower  48  who  do 
understand  the  significance  of  all  this 
quite  naturally  want  some  of  the 
action.  And  not  just  in  oil.  Because  of 
its  strategic  location,  his  knowledge 
of  Alaska  and  cold-weather  opera- 
tions, and  his  sizable  chunk  of  harbor- 
front  property  where  the  supertankers 
will  berth,  Dave  Goodwin's  construc- 
tion firm  is  a  delightful  potential  ac- 
quisition for  those  outsiders  who 
want  in. 

In  common  with  all  similarly  placed 
Alaskan  businessmen,  Goodwin  has 
been  besieged  by  takeover  offers,  mer- 


STEREOTYPED:  Alaska's  xenophobia  is  understandable.  Few  "Lower 
48ers"  have  been  there.  Consequently,  images  are  based  on  Chaplin's 
"Gold  Rush"  and  occasional  ancient  illustrations.  The  stereotype  isn't  com- 
pletely awry,  until  a  few  years  ago  a  popular  Anchorage  character  was 
an  old  sourdough  named  "Moosemeat  John."  That's  moosemeat  on  the  sled. 
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ger  offers,  "going  public"  offers,  to 
I  lie  point  that  he  finally  got  out  of 
Alaska  for  a  few  days  to  go  visiting. 
He  went  to  call  on  an  old  established 
Lower  48  construction  company — 
people  he  has  known  for  years — to  ask 
them  if  they  would  like  a  piece  of  his 
action.  "You  like  to  deal  with  people 
you  know  and  you  can  trust,"  said 
Goodwin. 

And  that's  an  important  perspec- 
tive. Drop  Wall  Street  men  and 
bankers  into  this  milieu,  with  button- 
downs  and  stock  price  fixations,  and 
there  is  an  incompatibility  problem. 
Once  these  outsiders  attempt,  or  ap- 
pear to  attempt,  to  "city-slicker"  a 
company  takeover,  the  relationship 
deteriorates  rapidly.  Not  that  some 
Wall  Streeters  haven't  found  a  way 
around  it:  Ralph  Whitmore,  a  rapid- 
talking  investment  banker  operating 
from  Alaska  North  Slope  Oil  Co. 
offices  at  80  Wall  Street,  is  now  chair- 
man of  the  Alaska  State  Bank — less 
than  18  months  after  he  first  set  foot 
in  Anchorage.  Senior  members  of  at 
least  ten  Wall  Street  investment  banks 
are  partners  with  Whitmore  in  the 
Alaska  Bancorporation,  a  holding 
company  of  which  Whitmore  is  presi- 
dent and  chairman.  They  understand 
each  other.  Do  Alaskans  understand 
them?  (When  one  Alaskan  business- 
man calls  on  another  he  is  likely  to 
throw  his  "parky" — parka — on  a  chair, 
stick  out  his  hand  and  ask:  "Did 
you  get  your  moose?") 

Alaskans  cannot  be  dismissed  as 
crude,  hardworking,  rough-and-ready 
frontiersmen  with  a  taste  for  cold 
weather.  But  there  is  no  denying  their 
lack  of  exposure  to  the  type  of  high 
finance  and  money  management 
necessary  for  Alaska's  post-oil  boom. 
The  Alaskans  need  Wall  Street  just  as 
much  as  investors  want  access  to  the 
Great  Land's  prosperity. 

"Oh,  To  Be  an  Arctic  Expert" 

Three  types  ot  investors  are  going 
to  make  it  in  Alaska,  two  of  them  in 
a  most  personal  way.  First  is  the  little 
fellow  with  some  capital  and  enough 
ability  to  go  up  there  and  plug  himself 
and  his  fledgling  business  into  the 
changing  Alaskan  market.  Service- 
industry  opportunities  directed  to 
either  the  household  consumer  or  the 
blossoming  big-business  customer  are 
limited  only  by  imagination  and  will- 
ingness to  work.  Established  Alaskans 
may  resent  such  newcomers,  but  they 
will  accept  them  because  their  needs 
are  so  great. 

The  second  investor  is  the  profes- 
sional, the  man  sophisticated  enough 
in  his  field  to  be  in  demand  every- 
where. To  him,  Alaska  has  an  open- 
door    policy    in    terms    of    potential. 


Dog-Gone:  Gasolinepower  replaces  dogpower  for  this  Eskimo  family  in 
Barrow,  northernmost  community  in  the  United  States:  300  miles  inside 
the  Arctic  Circle,  and  closer  to  the  North  Pole  than  to  the  nearest  city. 


Anchorage  will  become  an  extremely 
professional  city:  oil  company  and 
construction  operation  executives, 
money  managers,  mineral  analysts 
and  market  analysts,  communications 
and  computer  specialists,  engineers, 
scientists,  arctic  experts — "Oh,  to  be 
an  Arctic  expert  now  that  oil  is  here" 
— naval  architects,  seismic  geologists, 
cartographers,  surveyors,  draftsmen. 

The  third  mode  of  personal  invest- 
ment will  be  through  those  companies 
that  will  sink  billions  into  equipment 
and  construction  to  get  billions  in  oil 
and  minerals  out. 

Obviously,  the  "shopping  list"  that 
follows  deals  only  with  oil-oriented 
industry.  From  this,  however,  the 
nature  of  investments  neeessary  to 
extract  other  minerals  can  be  recog- 
nized. Oil  will  assist  this  future  min- 
eral   development    by   providing    the 


construction  -  transportation  -  communi- 
cations facilities  presently  absent. 
Neighboring  British  Columbia  and  the 
Yukon  show  it  can  be  done  (see  p. 
42);  the  Japanese  in  particular  have 
indicated  they  want  it  done. 

Since  the  North  Slope  discovery, 
more  than  1,400  outside  companies 
have  registered  in  Alaska  to  meet 
state  requirements  for  doing  business 
there.  Not  all  of  them  are  operat- 
ing, but  the  move  is  on.  Can  other 
U.S.  companies  be  far  behind  when 
a  giant  such  as  Kennecott  Copper 
returns  to  its  native  state?  (Ken- 
necott started  at  Kennicott,  Alaska  in 
1908.)  The  company  has  already 
spent  $10  million  on  developing  at 
Bornite,  Alaska,  a  rich  copper  deposit. 

The  early  birds  are  there  already: 
The  old  Red  Devil  mine  has  been  re- 
(Continued  on  page  36) 


THE  LARGEST  STATE 

Red  line  indicates  area  shown 
on  large  map 
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With  the  push  of  a  button, the 
new  Xerox  7000  Reduction 
Duplicator  can  make  life 
smaller  at  the  rate  of  a  copy 
a  second. 

The  7000  can  take  over- 
size things  up  to  14"  by  18" 
and  cut  them  down  to  size.  For 
instance,  computer  printout, 
accounting  sheets,  organiza- 
tion charts  or  freight  bills  can 
each  fit  on  one  8V2"  by  11"  page 
of  ordinary  untreated  paper. 

As  a  matter  of  fact  we  still 
haven't  figured  out  everything 
that  can  be  copied  using  the 
7000's  four  reduction  ratios 
(the  7000  is  the  first  of  its 
kind  ever  made) .  But  we  do 
know  that  smaller  copies  are 
a  lot  less  trouble  to  handle 
and  file. 

After  all,  any  machine 
that  makes  life  smaller  should 
make  life  easier. 


XEROX 


(Continued  from  page  32) 
opened,  for  mercury;  the  old  Busty 
Belle  gold  mine  is  busy  again — offer- 
ing lead  and  zinc.  The  entrepreneurs 
are  active:  Barite,  the  basic  material 
for  drilling  mud,  is  a  new,  thriving  in- 
dustry since  International  Minerals 
&  Chemical  bought  the  site  of  the 
former  Alaska  Barite  Co. 

Shell  Oil  and  American  Smelting 
have  completed  a  joint  mineral  evalu- 
ation of  the  Bering  Sea,  but  have  not 
revealed  their  findings.  The  Kenai 
wharf  is  being  expanded  by  J.  H. 
Pomeroy  Co.,  a  subsidiary  of  Santa  Fe 
International.      J.      Ray     McDermott 


Construction  bought  up  Alaska's  Wag- 
ley  Construction.  Halliburton,  another 
big  name  in  construction,  through  its 
Brown  &  Root  division,  has  taken 
over  Locher  Construction,  an  Alaskan 
firm.  Other  large  construction  names 
are  present  too,  such  as  the  aggressive 
Burgess  Co.,  a  division  of  Alaska  In- 
terstate (which  could  be  called 
"Texas"  Interstate).  International 
Nuclear  Corp.  of  Denver  has  275,000 
acres  of  federal  oil  lease  applications 
submitted  for  land  south  of  Prudhoe 
Bay.  Word  has  it  that  one  of  the 
steel  giants  is  trying  to  buy  a  Fair- 
banks bank. 


Visiting  analysts  almost  outnumber 
Eskimos,  and  stock  in  the  Alaska  State 
Bank  is  being  held  by  persons  con- 
nected with  such  well-known  East 
Coast  companies  as  Loeb  Rhodes; 
Singer  &  Maekfe;  Kidder,  Peabody; 
Nesbitt  Thomson;  Andresen  &  Co.; 
Franklin  National  Bank,  and  Gulf  & 
Western. 

Dowell  Corp.,  a  joint  subsidiary  of 
Dow  Chemical  and  Schlumberger, 
Ltd.,.  has  its  North  Slope  cement 
facility  in  the  works;  Kaiser  is  looking 
for  'additional  concrete  distribution 
points  (it  has  one  on  Cook  Inlet); 
(Continued  on  page  41) 


Japan  bins  a  huge  87?  of  Alaska's 
$55  million  in  annual  exports,  and 
nobody  complains  about  that.  With- 
out question  japan  is  one  of  the 
very  best  customers  anybody  can 
have:  It  is  eager  for  raw  materials, 
it  can  pay  for  them  and  it  needs 
them  in  ever-growing  quantities. 

But  Alaska  is  not  alone  in  com- 
peting for  Japan's  business.  Can- 
ada, Australia  and  even  Russia  are 
also  eager  to  supply  Japan  with 
raw  materials.  "Americans  in  the 
Lower  48,"  says  Secretary  of  the 
Interior  Walter  J.  Hickel,  former 
governor  of  Alaska,  "look  eastward 
at  Russia  and  see  it  as  a  military 
machine.  Alaskans  look  westward 
at    Siberia    and    see    Russia    as    an 


THE  VIEW  FROM  THE  POLE 

industrial  nation  with  abundant 
resources  making  tremendous  head- 
wax  in  the  Pacific."  Given  this  dif- 
ferent point  of  view,  Hickel  sees 
the  need  for  the  U.S.  to  rethink  its 
approach  to  Pacific  policy-making. 
"We  only  react  in  the  Pacific,"  he 
says,  "we  don't  act.  America  tends 
to  look  at  the  Pacific  as  the  back- 
door of  American  policy.  These 
Asian  regions  should  be  the  front 
door." 

The  Secretary  sees  a  totally  new 
political  and  economic  balance 
being  created  around  the  Pacific 
rim,  in  which  the  emergence  of 
Alaska  is  only  the  latest  develop- 
ment. Canada  has  been  shoveling 
up  the  treasures  of  the  Yukon 
Territory  and  British  Columbia  in 
increasing  quantities  for  a  decade 
now  and  shipping  them  from  the 
Alaskan  Skagway  terminal  to  Yoko- 
hama. Australia,  fast  becoming  a 
giant  in  resource  production,  ships 
a  vast  and  growing  amount  of 
iron  ore  to  Japan  and  has  every 
intention  of  moving  deeper  into  the 
market.  The  prospect  of  competi- 
tion between  Alaska  and  Canada 
for  the  Japanese  market,  as  well  as 
the  Siberian  shadow  on  the  side- 
lines, can  only  make  Japan  feel 
even  more  secure  in  terms  of  ade- 
quately meeting  its  need  for 
natural  resources  in  the  Seventies. 

Money  isn't  traveling  only  one 
way.  Japan  is  trading  its  products 
with  Canada  for  resources  there, 
and  Alaskans  undoubtedly  will 
soon  be  driving  more  Toyotas  and 
Datsuns  than  ever  before.  The 
Japanese  have  been  investing 
heavily  in  Alaska  for  15  years  and 
have  a  head  start  over  most  Ameri- 
can and  foreign  companies.  The) 
already  control,  in  fact,  a  sizable 
proportion     of     Alaska's     business. 

The  Japanese-owned  Alaska  Pulp 


Co.  owns  Alaska  Lumber  &  Pulp 
and  Wrangell  Lumber  and  also 
acts  as  buying  agent  for  Mitsubishi 
Shoji  Kaisha,  Mitsui  Bussen,  among 
others.  The  Japanese — and  espe- 
cially the  Taiyo  Co.,  the  world's 
biggest  fishermen — have  tremen- 
dous investments  in  many  Alaskan 
companies. 

Japan  Gas  &  Chemical  is  a 
joint  venture  with  Collier  Carbon 
in  a  urea-ammonia  plant  in  Kenai; 
Tokyo  Electric  Power  Co.  and 
Tokyo  Gas  Co.  have  15-year  con- 
tracts with  Phillips-Marathon  for 
Alaskan  liquefied  natural  gas;  Alas- 
ka Petroleum  Development  is  a 
combine  of  Japanese  firms  seeking 
Alaskan  oil  and  gas;  and  the  com- 
bine's subsidiary,  Alaska  L^SA  Ltd., 
was  picking  up  North  Slope  leases 
long  before  the  recent  sale. 

Sumitomo  Mining  Co.  has  a  S4- 
million  terminal  at  Skagway,  Alas- 
ka for  transshipment  of  its  Yukon 
copper;  Missho  Iwai  Co.  and  Nom- 
ura Mining  Co.  are  involved  in  fi- 
nancing the  Red  Devil  Mine — and 
buy  all  its  mercury.  Two  Japanese 
firms  are  developing  the  Snettisham 
iron  deposits  southeast  of   Juneau. 

Walter  Hickel  does  not  claim  to 
be  an  economic  nationalist,  but.  he 
argues,  the  view  of  Asia  from  the 
North  Pole  reveals  shadows  and 
nuances  not  detectable  from  Wall 
Street  or  Washington.  Hickel  is 
concerned  because  he  knows  that 
Japan,  Russia,  Canada,  Europe, 
and  Alaska  see  these  things,  but 
fears  eastward-gazing  Washington 
does  not.  Says  he:  "The  Europeans 
really  are  our  competitors.  They"\  e 
got  a  decent  standard  of  living. 
But  this  Asiatic  thing,  and  the  need 
lo  make  it  work,  is  a  perfect  op- 
portunity for  an  incentive  kind  of 
country  like  America.  A  perfect 
opportunity." 
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)ur  contribution  to  society:  72°. 


liMan  wasn't  fashioned  for  temper- 
I  extremes.  Most  people  agree  that 
Igrees  Fahrenheit  is  the  most  com- 
li>le  level.  So,  Lear  Siegler,  Inc.  had 
|  nature  one  better — with  heating 
lir  conditioning  that  puts  the  Tem- 
le  Zone  at  your  control  whether 
I:  in  your  home  or  at  work, 
jirhe  demand  for  a  comfortable 
Ipnment  is  growing  and  LSI  has 
tj'.g  and  air  conditioning  systems  for 
■thing  from  homes  to  schools  to 


industrial  complexes.  It's  an  important 
market. 

In  new  home  starts  alone,  what  does 
the  future  hold  for  our  industry?  Fore- 
casters in  authoritative  publications  pre- 
dict nearly  a  50%  increase  in  the  number 
of. new  homes  to  be  built  from  1969  to 
1978.  By  that  year 
also,  experts  predict 
a  500%  increase  in 
the  number  of  homes 
and    apartments 


rebuilt  each  year. 

And  mobile  homes  are  also  growing 
fast — a  32%  increase  last  year  alone — 
according  to  experts.  LSI  supplies  cli- 
mate control  to  one  out  of  every  five 
mobile  homes. 

Climate  control  systems  are  one  of 

our  most  comfortable  assets.  We're  LSI 

— the  company  that 

t  c*    _l        ¥  gives  you  total  con- 

Lear  Siegler,  Inc.  £ro,  over  the  Tem- 

Santa  Monica,  California    perate  Zone. 


Crane  Teiedyne. 
The  robot  that  keeps 
fluids  in  line*  " 


1* 

■ 


Write  to  Crane  to  find  out  how  much  Crane  Teledyne  motorized  valve  operators  can  save  your  company. 


Crane  Teledyne,  the  motorized  valve 
operator. 

Turns  valves  off  or  on.  Slowly  or  in  a 
split  second.  On  hydraulic,  pneumatic, 
electric  or  electronic  signal.  (Transmitted 
from  a  remote  point,  even  over  a  leased 
telephone  wire.) 

Always  ready,  as  here  on  a  Louisiana 
tank  farm,  to  divert  flow  in  the  event  of 
a  ruptured  line.  Or  to  cut  it  off  in  case 
of  fire. 

At  work  saving  money 
in  chemical,  paper, 
power,  as  well  as 
petroleum  plants. 
Saving  steps,  where 
there's  more  work  than 
there  are  workers. 
Saving  costly  products. 
Even  saving  lives. 

And  Crane  Teledyne  installs  easily 
with  hand  tools  on  many  makes  of 
valves,  including  Crane. 

Crane.  Manufacturer  of  the  world's 
broadest  line  of  valves.  Plus  pumps, 
fittings,  meters,  water  treatment  systems, 
aircraft  and  aerospace  products, 
plumbing  and  heating  equipment. 
Crane  Co.,  300  Park  Avenue, 
New  York,  N.Y.  10022. 


If  it  flows:  CRANE 


Would  you  ask 
National  Lead  to  help 
tell  it  like  it  is? 


rom  the  lime  Johann  Gutenberg 
introduced  printing  trom  movable  type 
in  the  fifteenth  century  to  the  time 
in  the  twentieth  century  when  we  learned 
to  send  intercontinental  television 
signals  via  earlh-orbiling  salcllitcs.man's 
desire  has  astronomically  advanced 
in  communicating  his  ideas,  his  hopes. 


We  help  the  communications  industry  communicate. 

Photographic  film  is  essential  to  modern  visual  com- 
munications. And  silver  nitrate,  the  key  material  in  film, 
is  made  by  or  divisions. 

Other  divisions  m  ry  special  ceramic  materials 

and  metals  essential  ronic  equipment  —  from 

transistor  radios  ets  to  earth-orbiting  com- 
munications satei  li 


Chances  are  the  paper  you're  looking  at  is  whiter  and 
brighter  and  easier  to  read  because  of  a  National  Lead 
pigment.  And  there's  a  good  chance  the  type  that  printed 
these  words  was  made  with  a  National  Lead  metal. 
Helping  communicators  communicate  is  one  of  our  busi- 
nesses. One  of  many.  For  more  information  on  our  varied 
activities,  contact  National  Lead  Company,  111  Broad- 
way, New  York,  New  York  10006. 
Write  us  today.  We've  got  a  lot  to  communicate. 


U.S.  Division*:  American  Bearn..;  ■  ...  Doehler-Jarvis  •  Evans  Lead  •  Goldsmith  •  Landover  Manufacturing  •  Magnus  Metal  •  Master  Metals  • 

Metal    •   Nuclear   •    Paint    •    Pign  |  aJa    .    Southern  Screw    •    Steel  Package   •   Texas  Mining  and  Smelting    •   Titanium  Alloy  Manufacturing  • 

Titanium  Pigment  •  Tool  and  Enginee •  U.S.  Subsidiaries  and  AhlllaMs:  Aluminum  Match  Plate  Corp.  •  Amos-Thompson  Corp.  •  Cochrane  Foundry.  Inc.  • 

Edgar  Plastic  Kaolin  Co.  •  Floating  Flooi     Im     •  Lake  View  Trust  and  Savings  Bank  •  Morris  P.  Kirk  &  Son.  Inc.  •  National  Lead  Company  of  Ohio  •  Pioneer 
Aluminum.  Inc.  •  R-N  Corp.  •  The  Baker  Castor  Oil  Co.  •  The  Bunting  Brass  &  Bronze  Co.  •  The  Chas.  Taylor's  Sons  Co  •  Titanium  Metals  Corporation  of  America 


/Continued  from  page  36) 
Canada's  Northland  Camps  is  flying 
in  everything  from  single-Story,  pipe- 
welding-crew  quarters  to  a  five- 
story,  sectional  office-and-li\  ing-quar- 
ters  building. 

Chevron  is  oil-hunting  on  the  slope, 
and  selling  its  asphalt  in  the  Alaskan 
panhandle;  General  Oceanographies 
has  its  submarine  doing  seismic  work; 
American  Cryogenics  bought  Indus- 
trial Air  Products,  Alaska,  for  S20 
million;  Lloyds  of  London  is  re- 
examining its  rate  schedule,  reportedly 
after  a  crop  of  accidents;  companies 
want  overland  hovercraft  barges, 
underwater  submarine-towed  barges, 
office  space,  living  space,  vehicles  and 
information.  Statistical  information  re- 
garding all  of  Alaska's  many  facets  is 
in  its  infancy. 

One  statistical  fact,  however,  is 
very  clear;  Costs  are  going  to  be 
sky-high. 

Outsiders  hear  stories  of  fabulous 
-  and  dream  of  get-rich-quick. 
Federal  employees  receive  their  or- 
dinal) OS  rating  plus  a  25V  tax-tree 
cost-of-living  allowance.  Supermarket 
clerks  start  at  $800  a  month.  North 
Slope  roughnecks  might  make  S2(),()()() 
a  year,  and  the  "cat  skinners"  m  ex- 
-  )0,000.  These  wages  gain 
perspective  when  one  understands 
how  much  goods  cost  in  The  Great 
Land.  U.S.  Department  of  Commerce 
figures,  issued  1>\  its  overworked,  un- 
derstaffed two-man  Anchorage  field 
office,  show  Alaskan  living  costs  20V 
higher  than  Seattle's — which  in  turn 
is  slightly  above  the  national  aver- 
Fairbanks  is  323  higher  than 
Seattle.  What  that  means  to  the  pay- 
check is:  five  cans  of  fro/en  orange 
juice  in  New  Jersey  tot  $1;  in  Alaska, 
three  for  SI.  The  clothes  washer  sell- 
ing for  $200  in  Chicago  costs  $50 
more  in  Anchorage.  That  two-door 
hardtop  retailing  for  $3,000  in  New 
York  retails  for  $3,387  in  Fairbanks. 
Regular  gasoline,  30  cents  a  gallon  in 
Tallahassee;  42  cents  a  gallon  in 
Juneau.  And  so  it  is,  for  housing, 
concrete,  curtains,  cigarettes.  Prac- 
tically everything  is  shipped  in,  ar- 
duously— unless  by  air — and  always 
expensively. 

Under  these  conditions,  costs  almost 
always  get  out  of  hand.  The  Trans- 
Alaska  Pipeline  System  (TAPS)  proj- 
ect is  supposed  to  cost  SI  billion,  but 
this  is  regarded  as  low  by  several 
Alaska-based  construction  men.  "Al- 
ways add  503  to  the  first  estimate  you 
hear  for  an  Alaska  job,"  one  said. 

Cost  estimates  for  the  Valdez  facil- 
ity run  to  $2  billion.  This  may  be 
high.  But  plans  call  for  berthing  five 
to  eight  supertankers  simultaneously. 
Valdez  is  a  natural  harbor:  the  water 


Top  Cop:  Top  of  the  world, 
that  is.  Trooper  Parker  of 
Poinf  Barrow  has  a  beat 
larger  than  many  U.S.  states. 


is  600-800  feet  deep  off  Jackson's 
Point,  but  it  is  an  earthquake  zone. 
The  petroleum  storage  facilities  will 
be  earthquake  proof;  the  hydroelectric 
power  at  Valdez  must  be  boosted  to 
meet  the  new  loads  expected;  there 
will  be  substantial  investment  in  off- 
shore work,  in  addition  to  normal  oil 
terminal  requirements. 

The  first  sections  of  the  $150-mil- 
lion  48-inch-diameter  pipe  for  TAPS 
have  already  been  unloaded  at 
Valdez  from  Hiroshima.  The  Japanese 
are  manufacturing  all  800  miles  after 
U.S.  concerns  declined  to  enter  the 
lists.  It  will  be  U.S.  manpower,  equip- 
ment and  money  opening  up  the  route 
along  which  the  TAPS  will  be  laid. 
Demands  are  for  dirt  equipment  and 
construction  machinery,  all  capable  of 
withstanding  tremendous  climatic  on- 
slaughts in  temperatures  of  60  to  70 
degrees  below  zero  in  places. 

To  function  properly,  the  oil  flow 
needs  perhaps  thousands  of  miles  of 
"Alaska  highway" — rough  truck  routes 
with  gravel  beds — for  construction 
and  maintenance  access. 

Concrete  will  be  in  high  demand. 
Current  annual   consumption  exceeds 


a  million  barrels,  and  apparently  there 
is  no  reason  why  cement  should  not 
be  manufactured  in  the  state  instead 
of  being  shipped  in.  There  is  more 
than  sufficient  limestone  to  support 
domestic  manufacture. 

At  the  northern  end  of  the  TAPS  the 
construction  difficulties  are  a  miasma 
of  unknowns.  "Special-terrain"  vehicles 
will  have  to  do  most  of  the  work. 
These  are  either  tracked  transporters 
or  helicopters.  All  will  be  extremely 
costly  and  will  have  to  be  capable  of 
withstanding  temperatures  in  which 
metal  fatigue  is  an  unknown  variable. 
Fears  are  of  rotor  blades  snapping  like 
icicles,  of  engines  ceasing  to  operate 
and  then  taking  one  or  two  days  to  get 
restarted,  of  sinking  in  summer  per- 
mafrost and  freezing  in  winter  air  of 
glacial  frigidity.  There  are  nights  that 
last  for  months,  and  high  winds.  Pro- 
gress means  landing  support  aircraft, 
such  as  the  Hercules,  on  drill-site 
frozen  lakes  in  40-knot  winds  gusting 
to  60  knots;  having  to  leave  one 
engine  running  during  the  brief  un- 
load-reload  pause;  using  workmen 
who  function  at  a  fourth,  sometimes 
even  one-tenth  of  capacity,  because  of 
the  cold,  the  cumbersome  clothing, 
the  lack  of  mobility. 

And  development  in  the  49th  state 
isn't  just  pipe,  men  and  cold  weather, 
but  diesel  generators,  hotel  rooms, 
self-sufficient  pumping  stations,  office 
space,  lights  for  when  there's  no  mid- 
night sun,  catering  staffs,  gravel  land- 
ing strips,  ice,  moose  and  medical 
equipment. 

The  transportation  problems  alone 
are  both  varied   and  breathtaking. 

For  example,  any  supertanker  could 
pull  into  Valdez  in  1972  (anticipated 
completion  date  for  the  TAPS  and 
Valdez  terminal).  But  the  Jones  Act 
requires  vessels  plying  between  one 
U.S.  port  and  another  to  be  U.S.- 
built.  Many  tankers  are  not  U.S. -built. 

Alaskans  anticipate  that  the  oil 
lobby  can  undo  the  Jones  Act — some- 
thing Alaskans  have  been  seeking  for 
a  decade.  As  things  now  stand,  for 
example,  the  Alaskan  ferryboat  Wic- 
kersham  has  very  limited  operations 
because  it  was  Swedish-built.  The 
fishing  industry  is  hampered  by  the 
restrictions  governing  foreign-built 
vessels. 

However  this  works  out,  one  conse- 
quence, one  spillover  from  Alaska,  is 
going  to  be  huge  shipbuilding  orders, 
either  in  the  U.S.  or  abroad — or  both. 
Valdez  makes  the  supertanker-build- 
ing business  look  rosier  than  an  Alas- 
kan sundog  (an  atmospheric  effect 
producing  companion  images  to  the 
sun  in  the  same  stretch  of  sky).  There 
will  be  orders  for  freighters  and 
barges  too.  Sea-Land.  Seatrain,  Aqua 
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Train,  Alaska  Hydro  Train,  Alaskan 
Barge  and  Salvage,  Puget  Sound  & 
Tug,  all  water-borne  transporters,  are 
a  sampling  of  those  shipping-and- 
barge  lines  expanding  to  meet  the 
challenge  of  the  Alaskan  iceblockade. 

In  a  state  with  so  many  aircraft 
it  is  scarcely  surprising  that  two  of 
Alaska's  handful  of  publicly  held  com- 
panies are  airlines:  Wien  Consolidated 
and  Alaska  Airlines.  In  the  last  quarter 
Wien  posted  a  138$  rise  in  freight 
tonnage;  Alaska  Airlines  claims  40 
million  passenger-miles  flown  in  July. 

Interior  Airways,  privately  owned, 
though  Chicago  First  National  Bank 
has  stock  warrants,  must  be  one  of 
the  haulingest  private  airlines  any- 
where. Its  Herculeses  touch  down  on 
the  gravel  strips  at  Sagwon,  Prudhoe 
and  other  sites  at  the  rate  of  six  a  day. 


With  winter  setting  in,  and  barge  lines 
blocked,  Interior's  performance  charts 
will  begin  climbing  once  more  after  a 
summer  plateau. 

The  Alaska  Railroad,  owned  by 
the  Federal  Government,  .single- 
tracks  between  the  same  points  it  has 
since  President  Harding  drove  the 
gold  spike  home  in  1923.  Forbes 
asked  Secretary  Hickel  if  it  was  likely 
the  railroad  would  be  put  on  the  auc- 
tion block,  as  happened  to  the  fed- 
erally owned  Alaska  Communication 
System  which  RCA  bought  (Forbes, 
Oct.  1 ) .  "I  don't  know.  I  don't  know 
if  that  would  be  wise.  I've  always  said 
that  had  that  railroad  been  owned  by 
private  industry,  Congress  would  have 
told  private  industry  they  had  an 
obligation  to  do  something  about  ex- 
panding or  improving  it.  I  think  the 
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Mixing  today  in  British  Columbia 
and  the  Yukon  provides  a  glimpse 
of  Alaska's  tomorrow.  Canadian  tax 
breaks  have  sparked  prospecting 
fever  in  more  than  100  industrial 
giants  and  perhaps  600  smaller 
stock  companies.  And  many  of 
them  have  struck  Canadian  pay 
dirt,  as  British  Columbia's  $400 
million  in  annual  mineral  produc- 
tion suggests.  Prospectors  have 
spent  $35  million  so  far  this  year  in 
the  Yukon  Territory  as  against  the 
total  1968  production  of  gold, 
silver,  lead,  copper,  zinc,  cadmium 
and  asbestos  worth  S23  million. 

Once  the  49th  state  gets  under 
way,  Canada  and  Alaska  will  be 
competing  in  minerals  for  the  same 
market:  japan.  But  that  is  not  hin- 
dering potential  joint  U.S. -Cana- 
dian development.  The  likelihood 
<il  expanded  hydroelectric  power 
through  a  Yukon-Taiya  dam 
on  the  Yukon  River — serving  both 
Alaska's  southeast  and  the  Yukon 
mineral  area — discussed  for  years 
In  it  now  approaching  the  put-up- 
or-shut-up  stage,  is  one  example. 
Others  are  the  hoped-for  expansion 
of  the  Canadian  Pacific  or  Cana- 
dian National  railroads  to  provide 
outlets  not  onl\  foi  Canada's  basic 
metals  production  but  for  Alaska's 
as  well. 

One  danger  perhaps  is  an  over- 
abundance ot  resi  irees  once  all 
three  areas,  Alaska,  the  Yukon  and 
British  Columbia,  ach  high  pro- 
duction. But  the  ultii  demand 
is  there,  and  today's  prospectors, 
grubstaked  by  multimillion-dollar 
companies,  have  plenty  ol  st. 
power. 


Link  Up.  One  day,  perhaps, 
the  Alaska  Railroad  will 
have    a    rail    link    to    Canada. 
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Federal  Government  has  that  same 
obligation." 

Despite  an  apparent  lack  of  en- 
thusiasm on  the  part  of  the  North 
Slope  oil  companies,  Secretary  Hickel 
and  similarly  minded  Alaskans  talk 
of  a  North  Slope  terminal  for  the  rail- 
road. But  oil  and  copper  interests  are 
nervous  about  having  to  put  up 
money  to  help  pay  for  such  exten- 
sions. " 

Down  in  the  Alaskan  panhandle, 
extension  possibilities  linking  Alaska 
to '  either  Canadian  Pacific  or  Cana- 
dian National  make  sense,  though  the 
figure  comes  high.  Extensions  into 
known  mineral  regions  elsewhere  also 
could  be  economically  sound  once 
deposits  were  assured.  Much  of  this 
has  happened  in  neighboring  British 
Columbia  and  the  Yukon  Territory 
(see  box  at  left). 

Communications  needs  will  con- 
sume more  billions.  U.S.  Senator  Mike 
Gravel,  Democrat  from  Anchorage,  is 
pressing  COMSAT  for  at  least  one 
Alaskan  satellite.  The  state's  needs 
may  call  for  two,  the  Senator  be- 
lieves: one  serving  television  and 
educational  needs  to  outlying  areas, 
the  other  for  communications.  Few 
Alaskans  doubt  that  satellite  commu- 
nications make  more  sense  than  long 
land  lines;  the  distances  are  so  great, 
and  the  population  in  many  areas  too 
small  to  justify  land  lines. 

However,  North  State  Telephone 
Co.,  an  affiliate  of  Western  Radio  & 
Telephone  in  Anchorage,  has  been 
Sianted  a  "certificate  of  public  con- 
venience" allowing  it  to  operate  the 
existing  five  North  Slope  land  lines. 
ARCO,  SoCal,  Pan  American  and  BP 
will  have  to  give  up  their  circuits  and 
become  part  of  the  system,  but  every- 
one operating  on  the  Slope  will  be 
able  to  telephone  Fairbanks  and  in 
that  way  put  through  "outside"  calls. 

Newspapers  abound,  from  the  ever- 
so-rich  and  old  guard  Republican 
Anchorage  Times  owned  by  Bob  At- 
wood,  to  the  less  prosperous  but  chip- 
perly  liberal  Anchorage  Daily  News, 
edited  by  former  Chicago  Daily  News 
editor  Lawrence  Fanning.  The  Fair- 
hank's  Daily  News-Miner  is  perhaps 
one  of  the  most  attractive  offset  dailies 
in  the  nation;  and  two  magazines 
split  two-for-one  recently.  The  Alaska 
Construction  6  Oil  magazine  became 
so  rich  and  successful  that  the  Alaska 
Industry  magazine  was  spun  off  in 
January  of  this  year.  Both  are  chock- 
a-block  with  advertising. 

When  it  comes  to  basic  communi- 
cations, however,  the  most  valuable 
book  in  Alaska  is  virtually  unobtain- 
able: the  Greater  Anchorage  Area 
telephone  directory.  The  Anchorage- 
(Continued  on  page  46) 
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How  to  be  a  bird,  a  plane, 
a  superbusinessman 

Fly  by  Long  Distance.  Telephoning 
is  the  fastest,  easiest,  cheapest 
way  to  get  from  here  to  anywhere. 
And  it's  the  decisive,  conclusive, 
personal  way  to  get  things  done. 
Nothing  complicated  about  it, 
but  our  Communications 
Consultants  may  know  of  ways 
to  use  our  System  that  you  haven't 
thought  of.  Ask  them. 


•1969  National  Periodical  Publications,  Inc. 
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Four  New  Multi-Million- 


BAYPORT  DEVELOPMENT  on  Galveston  Bay —  Bayport,  near  NASA's  Manned  Spacecraft  Center  on  Houston's  south- 
east outskirts,  is  five  years  ahead  of  original  growth  estimates.  Plants  with  a  combined  value  of  more  than  $175  million 
have  been  announced  in  Bayport,  the  center  of  industrial  development  activity  on  the  Texas  Gulf  Coast. 


aiffljIIIIIHIIIIIIIIIIIlW' 


AIR  SHUTTLE  SERVICE  — 
Houston  Metro  Airlines  has 
begun  its  air  commuter  shut- 
tle service  from  its  new  air- 
port at  Clear  Lake  to  the  new 
Houston  Intercontinental  Air- 
port. The  11-minute  air  trip 
compares  to  a  90-minutc 
jaunt  by  surface  travel.  HMa 
Hies  19-passenger  de  Havil- 
land  600  propjets  with  short 
takeoff  and  landing  (STOL) 
characteristics.  It  has  its  own 


terminal  and  airfield  facilities 
offering  through  ticketing  and 
baggage  checking  service  to 
the  passenger's  destination 
and  return,  plus  free  parking. 
The  terminal  is  located  on 
State  Highway  3  just  north  of 
the  Bay  Area  Blvd.  intersec- 
tion. HMA  offers  39  round-trip 
flights  daily  between  Clear 
Lake  City  and  Hobby  Airport 
to  the  new  Houston  Intercon- 
tinental Airport. 


CLEAR  LAKE  CITY  —  This 
low-level  aerial  view  shows 
part  of  the  extensive  develop- 
ment existing  at  Clear  Lake 
City,  Bayport's  companion 
project.  Included  are  Univer- 
sity Park  tor  technical  service 
and  research  facilities,  com- 
puter centers,  engineering 
and  related  administrative  of- 


fices; Industrial  Park  South  — 
a  light  industrial  park  locatec 
next  to  University  Park,  anc 
the  community's  four  residen- 
tial subdivisions,  including 
schools,  churches,  commer 
cial  and  recreational  facilities 
with  a  resident  population  o 
more  than  10,000. 


Dollar  Plants  on  Stream 

In  Bayport  Industrial  Development 


Construction  at  Celanese's  1 ,000-acre  site  in  the  Bayport  In- 
dustrial Development. 

Celanese  Expands  Plant 


Construction  is  under 
way  on  new  units  at 
Celanese  Chemical  Com- 
pany's 1,000-acre  complex 
in  Bayport  to  increase 
their  total  production  ca- 
pacity to  almost  one-and- 
a-half  billion  pounds  a 
year. 

All  units  are  expected  to 
be  on  stream  by  early  1970 
producing  acetaldehyde, 
acetic  acid,  vinyl  acetate, 
thylene  oxide,  ethylene 
glycol,   glycol    ethers   and 


ether  acetates.  Permanent 
employment  will  total  250. 
Presently,  Celanese  has 
one  unit  on  stream  produc- 
ing more  than  175  million 
pounds  of  acetaldehyde 
yearly. 

Kingwood 

Planning 

Continues 

Planning  continues  for 
the  first  residential  devel- 
opment at  Kingwood  Prop- 
erties, the  Friendswood 
Development  Company- 
King  Ranch,  Inc.  project 
northeast  of  Houston. 

Initial  residential  devel- 
opment will  be  near  Lake 
Houston,  on  one  block  of 
the  50,000  acres  of  heavily- 
wooded,  rolling  terrain 
that  includes  17  miles  of 
waterfront  property. 

First  homes,  in  the  $30- 
50,000  range,  are  expected 
to  be  ready  for  occupancy 
next  year. 


Bayport  is  booming!  Signal  Chemical  Co.  has  ac- 
quired 154  acres.  Four  new  multi-million-dollar  plants 
—  Oxirane,  FMC,  Big  3  and  Lubrizol  —  are  in  full 
operation.  Celanese  is  increasing  product  output  by 
more  than  eight  times. 

In  addition,  Gulf  Coast  Chemicals  Co.,  Inc.,  has  pur- 
chased a  five-acre  site  and  Dixie  Chemical  Company 
has  its  third  phase  of  construction  under  way. 

Signal  Chemical,  formed  in  February  by  Signal  Com- 
panies, Inc.,  to  handle  that  firm's  chemical  activities, 
has  started  construction  on  a  major  plant  facility  for 
production  of  high  purity  hydroquinone,  used  primarily 
in  making  antioxidents  for  rubber  products  and  as  an 
important  photographic  chemical.  The  plant  is  sched- 
uled to  go  on  stream  in  1971  and  includes  provision  in 
its  design  for  additional  units. 

Formal  opening  ceremonies  were  held  recently  for 
Oxirane's  propylene  oxide  and  propylene  glycol  plant. 
The  firm  uses  a  new  process  developed  by  its  parent 
firms,  ARCO  Chemical  Company,  a  division  of  Atlantic 
Richfield,  and  Halcon  International  of  New  York. 

Attendees  included  Jack  Clapham,  ARCO  Chemical 
Co.  vice  president  and  Dr.  Ralph  Landau,  Halcon  presi- 
dent, who  cited  Oxirane's  position  as  second  largest  pro- 
ducer of  propylene  oxide  and  added  that  the  firm  has 
definite  expansion  plans. 

FMC's  new  Bayport  plant  recently  went  on  stream 
producing  synthetic  glycerine  and  other  products. 

Big  3  Industrial  Gas  and  Equipment  Company  will 
begin  construction  in  July  on  units  that  will  more  than 
double  its  capacity  for  production  of  liquid  and  gaseous 
oxygen,  nitrogen  and  argon  at  its  Bayport  plant.  The 
addition  is  scheduled  to  go  on  stream  by  May,  1970. 

Big  3  recently  put  a  nitrogen  gas  pipeline  in  service 
between  its  plant  and  Texas  City.  The  firm  is  also  con- 
structing a  truck  maintenance  and  repair  center  at  Bay- 
port,  hub  of  their  transportation  facilities. 

Big  3's  major  supply  contracts  include  their  Bayport 
neighbors:  Oxirane,  FMC  and  Celanese.  They  also 
serve  other  Houston  area  plants. 

The  Lubrizol  Corporation,  located  on  a  237-acre  site, 
recently  put  its  first  units  on  stream  producing  petro- 
leum additives.  Additional  units  are  now  under  con- 
struction with  production  expected  by  the  end  of  the 
year,  raising  Lubrizol's  total  investment  in  Bayport  to 
$8  million. 

Lone  Star  Cement  Corp.  has  put  its  ready-mix  con- 
crete plant  in  production. 

Other  companies  with  offices  and  plants  in  Bayport 
are  American  Cryogenics,  Bayport  Fabricating,  Haldor 
Topsoe,  Inc.,  Humble  Pipe  Line,  Southwest  Latex  and 
Velsicol  Chemical.  Other  landholders  are  ARCO  Chem- 
ical, Houston  Lighting  and  Power  Co.,  Jersey  Enter- 
prises, Inc.,  Lockheed  Aircraft  Corp.  and  Petrolite  Corp. 
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ow  in  operation  at  Bayport 
|  FMC  Corporation's  multi- 
'lillion-dollar  plant  for  pro- 
motion of  synthetic  glycerine 
nd  other  products.  Shown 
\ere  is  the  glycerine  unit  in- 
i'uding  evaporation  and  fin- 
\hing  units. 


FRIENDSWOOD 
DEVELOPMENT  COMPANY 

A  subsidiary  of  Humble  Oil  &  Refining  Company 
The  folks  who  put  a  tiger  in  your  tank! 

Call  or  write:  S.  M.  Whitehill,  Dept.  F-3,  Box  2180,  Houston,  Texas 
77001  (713)  221-3133 


<3fc 


Bayport  •  university  park  •  industrial  park  south  •  clear  lake  city  •  kingwood  properties 
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Relent/ess.  The  heaving  ice  that 
threatens  this  Cook  Inlet  rig  for 
part  of  the  year  is  nothing  com- 
pared with  the  crushing,  relent- 
less polar  ice  pack  off  Alaska's 
North  Slope.  Any  offshore  oil 
terminal  serving  the  Slope  would 
require  engineering  designs  still 
unknown,  perhaps  even  require 
a  new  technology  to  deal 
with    the    shifting    polar    masses. 


{Continued    from    page    42) 
Westward  Hotel  has  1967  editions  in 
rooms   and   lobby  any   later 

versions  have  been  1"  to  the 

Lower  48  by  everyone  doing,  or  in- 
tending to  do,  business  in  The  Great 
Land.   The  Anchon  ;<    ~i.il 

as  a  fast  guide  to  "Who's  Who 
in  Alaskan  Business." 

\l;iska     has     three     cities.     Juneau 
(pop.    8,500)    is    the    state    capital; 
metropolitan  Anchorage  (113  5i 
the  commercial  capital;  and  I  airbanks 
(20,000)   is  the  "working'    capital  as 


far  as  the  job  explosion  is  concerned. 

Four  new  hotels  have  been  an- 
nounced for  Anchorage  in  the  last  two 
months;  Union  Oil  has  a  $2-million 
office  building  climbing;  Del  Mai- 
Land— apparently  Dallas  money  not 
yet  anxious  to  reveal  its  face — has 
bought  about  $3  million  worth  of 
downtown  Anchorage  real  estate  for 
a  monster  redevelopment  scheme. 

Anchorage  has  probably  the  best 
Alaskan  climate.  Fairbanks  is  colder, 
but  the  nightspots  stay  open  when 
the  temperature  is  50  degrees  below 
zero.  Juneau  is  wet. 

The  absurd  is  often  more  realistic 
for  the  Alaskan  than  the  apparently 
practical.  Texans  are  raising  cattle  on 
the  Aleutian  Islands.  Ridiculous?  No, 
because  Alaska  imports  $20  million 
worth  of  meat  annually.  "We  could 
stand  some  good  farmers,"  Maurice 
Oaksmith,  director  of  the  local  U.S. 
Department  of  Commerce  field  office, 
told  Forbes. 

At  present,  Alaskan  industry  re- 
mains small-scale.  Petroleum  brings  in 
$88  million  a  year.  Fishing  has  long 
been  the  biggest  private  industry  at 
$148  million  in  1968;  the  military  has 
been  the  largest  employer.  (Lumber 
is  good  business,  and  it  is  worthy  of 
note  that  where  North  American 
mills  can  get  1,000  to  1,200  feet  of 
lumber  from  a  log,  the  Japanese  get 
1,600  feet  from  the  same  log.  Their 
secret:  fine-gauge  saws  and  building 
codes  permitting  lighter  lumber  in 
home  construction.) 

But  when  the  big  boom  gets  under 
way,  it  is  going  to  be  different  than 
most  such  booms.  It  will  involve 
money  and  machinery  more  than 
manpower.  Costs,  distances  and  cli- 
mate being  what  they  are,  everything 
that  can  be  done  by  machine  will  be 
done  by  machine.  Alaska  is  unlikely 
to  have  an  influx  of  people,  such  as 
recently  developed  but  rather  balmy 
states  like  Arizona,  California  and 
Florida  experienced.  Nevertheless,  by 
Alaskan  standards,  there  is  going  to 
be  a  modest  population  explosion. 
People  will  begin  to  move  into  the 
state  beyond  the  15-families-a-day 
rate  of  July.  The  state's  population 
probably  will  double  in  the  next  ten 
years  over  the  current  280,000,  with 
most  of  the  newcomers  settling  in 
i  datively  comfortable  Anchorage  and 
Fairbanks. 

Oil  companies  are  converting  their 
Alaskan  enterprises  into  full-scale 
company  divisions  and  setting  up  An- 
chorage offices.  That  type  of  economic 
stability,  the  year-round  employee, 
probably  means  more  to  Alaskan 
businessmen  in  the  immediate  future 
than  promised  gains  from  the  oil  or 
minerals. 


Alaskan  state  legislators,  not  due  to 
meet  until  1970,  have  nearly  a  billion 
dollars  in  the  state  treasury,  but  no 
consensus  on  how  to  spend  it.  But  at 
least  it  isn't  being  wasted.  The  in- 
terest is  accumulating  at  the  rate  of 
$200,000  a  day.  This  nest  egg  from  oil 
leases  makes  Alaska  the  richest  per 
capita  state  in  the  union.  It  will  have 
its  own  economic  multiplier  effects, 
whether  spent  on  consumer  needs 
(pensions,  welfare  programs,  teach- 
ers) or  capital  improvements  (roads, 
bridges,  geological  and  marine  life 
research)  or  both. 

Another  half-billion  dollars  will 
come  to  the  state  once  Congress  set- 
tles the  native  land  claims.  Between 
10  million  and  40  million  acres  of  the 
land  currently  held  by  the  Federal 
Government  and  managed  by  the  De- 
partment of  the  Interior  will  be  al- 
located to  native  communities  along 
with  the  cash.  Once  the  Eskimos, 
Aleuts  and  Indians  have  their  share, 
the  state  will  be  able  to  claim  from 
the  Federal  Government  the  remain- 
ing 109  million  acres  due  to  it  under 
statehood  guarantees. 

Even  then  the  Federal  Government 
will  continue  to  own  two-thirds  of 
Alaska,  assuring  a  tight  grip  in  Wash- 
ington, D.C.  for  those  who  care  to 
use  it.  And  those  oil  leases  on  fed- 
eral land  will  continue  to  be  let,  if 
Secretary  Hickel  has  his  way.  The 
state  gets  90%  of  the  royalty  money 
from  federal  land  oil  wells. 

Converts 

That's  Alaska,  and  it's  just  starting. 
There's  promise,  and  there's  room. 
"Cheeehakos,"  a  native  word  for  new- 
comers, either  bail  out  quickly  or  be- 
come confirmed  Alaskans — people 
who  believe  that  the  U.S.  consists  of 
"49  states  and  a  country." 

Confirmed  Alaskans  fall  victim  to 
the  spell  of  the  land,  too.  "My  idea 
of  wilderness  was  the  trip  from  the 
backdoor  to  the  garbage  can,"  said 
an  East  Coast  native  flying  the  lum- 
bering Herkybirds  to  the  North  Slope 
sites.  As  the  monster  plane,  65  Romeo, 
scared  a  few  moose  into  a  canter 
down  the  Sagwon  River  valley,  the 
pilot  squinted  at  the  hundreds  of 
miles  of  tundra  north  of  the  marvelous 
Brooks  Range.  "Now  I'm  an  outdoors- 
man,"  he  told  me.  "After  seven 
months,  I'm  a  convert  " 

Will  all  this  awesome  natural 
beauty  fall  victim  to  progress0  Will 
Alaska  develop  on  its  own  or  simply 
become  a  colony  for  the  big  financial 
and  business  interests  of  the  Lowei 
48?  Neither  question  can  yet  be  an- 
swered. But  these  are  the  problems 
that  face  Alaska  as  part  and  parcel 
of  the  great  opportunities  at  hand. 
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industrial  technology  will  make  the  sixties 

seem  like  the  dark  ages. 

Now  you  know  why  industrial  technology 
is  an  important  part  of  USI 

in  1969. 


Automatic  highways— computerized 
kitchens— person-to-person  television— • 
food  from  underthesea.Theyare  ideas 
today,  but  industrial  technology  will  make 
them  a  part  of  your  life  tomorrow. 

USI  contributes  to  that  technology.  With 
innovations  in  materials  forming  and 
handling  equipment  that  result  in  faster, 
cheaper  production.  With  new  ideas forthe 
transmission  and  control  of  energy  fuels. 
With  new  concepts  for  a  systems  approach 
to  agriculture. 
And  we  contribute  with  sophisticated 


products.  Our  measuring  devices  are  so 
accuratethey're  used  by  the  U.S.  Bureau 
of  Standards  to  measure  other  measuring 
devices.  Our  fasteners  were  selected  for 
the  space  suits  on  the  men  who  walked  the 
moon.  Our  plastic  parts  are  in  almost 
every  automobile  made  in  the  U.S.A. 
In  these  ways,  and  more,  we  help  make 
today's  ideas  tomorrow's  realities. 
The  industrial  technology  market  is  just 
one  of  six  USI  market  groups  tuned  in 
to  growth. 

Wherethere's  growth,  there's  USI. 


HSi  US.  Industries,  Inc. 

For  an  appraisal  of  the  potential  in  the  Industrial  Technology  market,  write  us  at  250  Park  Avenue,  New  York,  N.Y.  10017 
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Cadillac  Motor  Car  Division. 


WI  OF  EXCELLENCE 


Beautiful  stance. 
Brilliant  follow-through. 

The  Cadillac  approach 

to  the 

spirited  seventies. 


The  distinctive  new  1970  Cadillac  captures,  as  only  Cadillac 
can,  the  spirit  of  a  whole  new  era  of  luxury  motoring.  Every- 
thing about  this  masterful  automobile  looks  to  the  future, 
as  does  the  successful  leader  in  every  business. 

Cadillac's  interior,  spacious  and  elegantly  appointed,  sur- 
rounds you  with  rich  new  fabrics  and  leathers,  and  a 
wealth  of  comforts  and  conveniences.  And  you  can  select 
Cruise  Control,  which  automatically  maintains  any  pre- 
selected speed;  Automatic  Climate  Control,  for  all-weather 
driving  comfort;  Automatic  Level  Control,  which  helps 
keep  the  car  level  even  with  a  heavy  load;  and  dozens 
of  other  advanced  assists  that  give  you— the  busy 
executive— all  the  motoring  enjoyment  you  deserve 

What  you  see  and  what  you  feel  in  the  new  Cadillac 

reflect  brilliantly  the  vitality  of  its  performance  and 

the  ease  with  which  you  can  handle  it.  The  big 

472  V-8  engine  smoothly  and  quietly  delivers  a 

responsiveness  that's  astonishing  for  a  car  of  such 

magnificence.  Yet,  with  Cadillac's  variable-ratio 

power  steering  and  power  front  disc  brakes, 

Cadillac  driving  is  a  most  relaxing  experience. 


You're  invited  to  discover  the  difference  total 

dedication  to  excellence  makes  in  the  world's 

finest  luxury  car.  You'll  also  find  that,  in 

original  cost,  economy  of  operation  and 

long-lasting  value,  the  1970  Cadillac 

is  an  extraordinary  investment  in 

motoring  pleasure. 
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Going  Up  By  Going  Down 

The  shortest  distance  between  two  points  is  not  always  a 
straight  line,  nor  is  straight  up  the  only  path  to  progress. 


Five  years  ago  Gus  S.  Wortham, 
chairman  of  Houston's  American  Gen- 
eral Insurance  Co.,  called  together  the 
oilier  major  stockholders  of  the  com- 
pany he  had  founded  in  1926  and 
told  them  some  unsettling  news:  AG's 
stock  price  was  going  to  go  down. 

At  that  time  Wortham,  who  still 
owned  nearly  10%  of  the  company's 
stock,  had  decided  to  spread  his 
wings.  Essentially,  American  General 
was  a  lite  insurance  company,  earning 
$10  million  a  year  on  about  $85  mil- 
lion in  revenues,  and  Wortham  had 
decided  to  expand  in  the  fire  and 
casualty  business.  So  what  was  so 
unsettling  about  that?  Plenty.  Wor- 
tham's  merger  prospect,  Maryland 
Casualty,  was  not  only  bigger  than 
AC.  but  it  had  a  large  and  growing 
underwriting  deficit. 

Wortham,  of  course,  was  simply 
doing  what  smart  businessmen  have 
always  done:  seeing  a  value  where 
others  saw  none.  And  indeed  things 
looked  bad  at  Maryland  Casualty. 
industrywide,  claims  were  rising  so 
fast  that  even  the  better  casualty  com- 
panies were  hard  pressed  to  earn  an 
underwriting  profit — and  Maryland 
had  one  of  the  poorer  records.  "We 
told  the  stockholders  what  it  was  like- 
ly to  do  to  the  juice  of  the  stock," 
Wortham  recalls,  and  went  ahead 
with  it  anyway,  beating  back  a  be- 
lated attempt  by  Maryland  manage- 
ment to  fight  the  deal.  As  Wortham 
predicted,  AG's  stock  fell  from  nearly 
31  in  1964  to  15%  the  next  year. 

The  apparent  risk,  of  course,  was 
that  AC  might  not  be  able  to  turn 
Maryland  around.  "We  didn't  con- 
sider it  a  risk  at  oil,"  President  Benja- 
min N.  Woodson  quickly  answers. 
He  and  Wortham  were  convinced 
thai  the  casualty  business  would 
come  on  better  days.  "We  had 
to  have  the  company,"  says  Wortham, 
who,  at  the  age  of  77,  is  still  running 
\C.  "The  Maryland  always  had  a 
good  loss  ratio  [the  amount  of  claims 
paid  as  a  percent  of  premiums  col- 
lected]; l  lie  trouble  was  expense. 
i  ■  \  had  very  bad  records.  The) 
really  didn't  know  what  their  costs 
were — that's  a  fact." 

American  General  quickly  went  to 
work.  It  eliminated  low  -volume  , 
cut  employment  1>\  about  1  [%  and 
consolidated  branches.  Bj  1966  Mary- 
land was  earning  an  underwriting 
profit  again — Following  losses  in  eight 
<  I  the  !  I  previous  yeai  s  -and  has 
made     an    underwriting    profit    ever 


Fast  Return.  Insurance  companies  are  going  into  new  businesses.  Ameri- 
can General  President  Ben  Woodson  explains  one  reason:  "In  the  life 
insurance  business  you  literally  wait  seven  or  eight  years  after  you  write 
the  policy  before  you  make  any  profit.  In  the  fire  and  casualty  business 
you  wait  a  couple  of  years  at  least.  We  started  our  equipment  leasing 
business    April    1.    We    made    money    in   May    and    every    month   since." 


since,  though  Wortham  says,  "It  will 
be  about  1971  before  we  get  the  full 
eflect  of  our  reduction  in  expense." 

So  confident  were  Wortham  and 
Woodson  that  they  went  out  and 
bought  more  insurance  companies: 
Variable  Annuity  Life  (which  has 
nearly  tripled  in  value  since  AG  ac- 
quired its  49?  interest)  in  1967;  Life 
&  Casualty  Insurance  of  Nashville  in 
1968;  Fidelity  &  Deposit  of  Mary- 
land (surety  and  fidelity  insurance) 
and  Title  Guaranty  in  1969.  The  re- 
sult is  that  in  1968^  AG  earned  a  hefty 
$44  million  on  revenues  of  $450  mil- 
lion, a  far  cry  from  1963's  $10-million 
net  income-  on  $85-million  revenues. 
Even  allowing  for  the  dilution  result- 
ing from  the  merger,  AG's  per  share 
earnings  were  up  in  the  five  years 
From  74  cents  to  $1.91. 

These  days,  however,  like  many  of 
their  competitors,  Wortham  and 
Woodson  arc  beginning  to  move  be- 
yond insurance  into  a  wide  range  of 
Financial  services.  Last  April,  they 
bought   (manning   Financial   Corp.,   a 


mutual  fund  management  company, 
reasoning  that  mutual  funds  are  as 
natural  a  product  for  AG's  insurance 
salesmen  as  insurance  is  for  Chan- 
ning's  fund  salesmen.  More  recently, 
they  have  ventured  into  the  leasing 
business  (executive  jets,  construction 
equipment)  on  their  own,  and,  in 
partnership  with  Morrison-Knudsen, 
they  are  developing  industrial  parks. 

"We  are  back  and  forth  about 
whether  we  want  a  consumer  finance 
company,"  Woodson  says.  "They  seem 
on  the  available  side  at  the  moment 
because  the  cost  of  their  raw  material 
— money — has  gone  through  the 
roof."  In  any  event,  Woodson  thinks 
big.  "We  might  some  of  these  days 
earn  approximately  equal  amounts 
from  life  insurance,  fire  and  casualty 
insurance,  and  noninsurance." 

AG's  stockholders,  meanwhile,  are 
feeling  more  comfortable  about 
Wortham's  acquisition  policies.  At  its 
recent  price  (26)  the  stock  was  ur 
nearly  70%  from  where  it  sold  less 
than  two  years  ago.  ■ 
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When  a  Chinook  helicopter  slips  into  the  elephant  grass  in 
Southeast  Asia;  or  a  C5-A  takes  off  with  a  265,000-lb.  pay- 
load  in  Georgia;  or  a  DC-8  rides  the  Jetstream  to  Helsinki, 
Curtiss-Wright  had  a  hand  in  building  the  aircraft. 
Today,  many  advanced  commercial  and  military  planes 
fly  with  systems,  subsystems  or  components  manufactured 
by  Curtiss-Wright. 

And  when  the  super  jets  of  the  Seventies... including  the 
Boeing  747,  Lockheed  L-1011  TriStar  and  Douglas  DC-10 


. . .  come  on  stream,  practically  nobody  will  take  off  with- 
out us. 

We  have  expanded  our  facilities  and  acquired  new  plants.. . 
all  equipped  to  provide  new-generation  process  technology. 
Curtiss-Wright  has  also  entered  the  nuclear,  water  man- 
m  agement,  air-cargo  handling  and  process  industries . . . 
m  industries  that  show  promise  of  greater  potential  than 

m  ever  before.  At  Curtiss-Wright,  we're  not  only  growing 

m  upward,  we're  growing  outward. 


WRIGHT 

CORPORATION 

Caldwell,  Carlstadt,  East  Paterson,  Hackensack,  Jersey  City  and  Wood-Ridge,  N.J.  /  Buffalo,  Hempstead,  Long  Island  City,  Montauk,  Riverhead  and 
Smithtown,  N.Y.  /  Windsor  and  Stamford,  Conn.  /  Cleveland,  Ohio  /  Addison,  III.  I  St.  Louis,  Mo.  /  Los  Angeles  and  Vernon,  Cal.  /  Toronto,  Canada 
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The  Hobby  Man 

Your  hobby  may  well  be  Charles  Tandy's  busi- 
ness. As  for  Tandy,  well,  his  hobby  is  making 
money.  He  may  be  getting  a  bit  carried  a  way. 


Fourteen  years  ago  Charles  Tandy 
had  cash  offers  from  both  Textron  and 
Siegler  Corp.  (now  part  of  Lear  Sieg- 
ler)  to  sell  out  the  tiny  Fort  Worth 
leather-crafts  company  he  had  in- 
herited from  his  father.  He  rejected 
both,  accepting  instead  an  offer  from 
American  Hide  &  Leather  Co.,  which 
by  his  own  admission  was  "practically 
bankrupt"  at  the  time. 

As  part  of  Textron  or  Siegler, 
Tandy's  tiny  leather-crafts  company 
would  have  been  only  one  division 
among  many.  As  the  most  profitable 
part  of  American  Hide  &  Leather, 
Tandy's  was  the  most  important  divi- 
sion in  the  company. 

Out  of  this  highly  unpromising  sit- 
uation Charles  Tandy  pieced  together 
today's  lands  Corp.,  which,  by  ex- 
panding and  acquiring  at  a  hell-for- 
leather  pace,  now  operates  7  nation- 
wide chains  of  789  hobby,  craft  and 
educational  materials  stores  such  as 
Tandy  Leather  Co.,  Radio  Shack, 
Merribee  Art  Embroidery  Co.,  Ameri- 
can Handicraft,  Wolfe  Nurseries,  Color 
Tile.  His  secret?  "I  sell  fun,"  he  says 
expansively.  Tandy  had  sales  of  $189 
million  in  the  fiscal  year  through  last 
June  30,  net  profits  of  $7.7  million  and 
a  return  on  stockholders'  equity  of 
19%.  It  also  has  a  stock  that  lias 
climbed  nonstop  for  three  years,  from 
8  to  around  65  currently. 

All  this  makes  I  ind)  look  like  a 
genuine  Texas  '<.  rid  makes  his 
company  one  oi  v.-  Fastest-growing 
around.    Its    sales  own    700% 

since    I960,    its    ear gs     J00!       01 


course,  this  kind  of  breathless  expan- 
sion also  makes  Tandy  vulnerable  to 
sudden  downdrafts. 

Dizzy    Climb 

Tandy,  a  51-year-old  Harvard  Busi- 
ness School  dropout,  got  his  start  in 
the  late  1940s  when  he  and  his 
brother  Albert  began  making  leather 
hobby  kits  for  a  Veteran's  Administra- 
tion hospital  near  Fort  Worth,  then 
went  into  mail-order  catalogs  to  reach 
other  VA  hospitals.  They  followed 
that  up  by  opening  retail  outlets  in 
Texas.  "We  had  a  real  scientific- 
marketing  system,"  Tandy  recalls.  "We 
put  our  next  store  wherever  we 
seemed  to  have  the  greatest  number 
of  mail-order   customers." 

Almost  forgotten  now  is  how  close 
the  whole  company  came  to  sinking 
at  the  time  of  the  merger. 

"They  told  us  they  had  stopped 
their  losses,"  he  recalls  of  American 
Hide,  "but  in  each  of  the  first  two 
months  after  we  joined  them  they 
lost  a  couple  of  hundred  thousand 
dollars." 

But  once  the  sale  was  complete,  it 
became  painfully  obvious  that  Tandy's 
was  the  only  one  of  American  Hide's 
five  divisions  that  was  worth  any- 
thing. Tandy  began  Inning  second 
thoughts,  and  asked  to  buy  his  com- 
pany back.  However,  he  was  flatly 
refused  by  Chemical  Bank,  which 
was  the  company's  principal  creditor 
and  didn't  want  to  lose  its  only  chance 
for  lull  repayment.  So  instead,  Tandy 
decided   to   buy   control  of  the  com- 


pany. Then  he  sold  off  three  of  the 
five  divisions  and  changed  the  name 
to  Tandy  Corp. 

By  1962  Tandy  had  worked  his  way 
into  the  black  and  was  looking  for  new 
worlds  to  conquer.  In  early  1963  he 
acquired  a  nine-unit  chain  of  con- 
sumer electronic  stores  around  Boston 
called  Radio  Shack.  This,  too,  was  a 
hobby-based  operation.  "Using  my 
experience  in  the  other  crafts,"  re- 
calls Tandy,  "my  first  move  was  to 
decide  if  merchandise  that  had  been 
selling  in  New  England  would  sell 
in  other  marketplaces  with  the  same 
treatment." 

Tandy  set  up  his  test  store  in  Fort 
Worth,  and  soon  proved  to  himself 
that  it  would  sell  if  it  had  some  unique 
merchandise.  "How  can  you  make 
money  if  everybody  in  town  sells  the 
same  GE  radio?"  asks  Tandy.  Tandy 
took  his  business  to  Japan,  inventing 
his  own  trade  names  and  do-it-your- 
self items  to  be  sold  exclusively  in  his 
own  stores.  Today  Radio  Shack  is 
Tandy's  biggest  operation,  having 
been  expanded  by  369  outlets  in  the 
last  two  years  to  a  nationwide  total  of 
530.  Most  of  the  merchandise  is  made 
in  Japan  but  carries  Tandy  labels  such 
as  Realistic,  Micronta  and  Archer. 

Now  Tandy  is  applying  expansionist 
tactics  in  other  kinds  of  specialized 
merchandise — all  with  a  hobbyist  base. 
For  his  Wolfe  Nurseries  he  has  planted 
1  million  specially-grafted  pecan  trees 
(three  different  kinds  of  pecans  on 
each  tree ) .  His  Denver-based  Color 
Tile  purchased  in  1968,  had  14  units. 
He  has  added  16  units  in  a  year. 
He  has  also  bought  a  large  Fort 
Worth  department  store,  Leonard's 
Department  Store. 

Thus  Tandy  has  gone  a  long  way 
toward  realizing  his  Texas-sized  am- 
bitions. But  he  is  a  long  way  from 
being  out  of  the  woods.  The  company 
is  much  bigger  now  and  far  more 
complex.  Its  management  setup,  which 
insiders  liken  to  "a  bowl  of  spaghetti," 
has  not  been  tested  under  these  condi- 
tions for  a  long  enough  period.  Pell- 
mell  expansion  can  cover  up  a  lot  of 
incipient  problems  that  otherwise 
would  be  visible,  and  Tandy  has  been 
expanding  Radio  Shack,  for  example, 
at  the  rate  of  nearly  a  store  per  busi- 
ness day  for  more  than  two  years  now. 
Another  immediate  problem:  Tandy's 
stock,  at  65,  has  now  reached  the 
conversion  price  of  the  company's 
convertible  debentures.  The  potential 
dilution  of  earnings  is  about  15.6%. 

Fourteen  years  ago  Charles  Tandy 
had  nowhere  to  go  but  up.  Now  there 
is  lots  of  room  to  come  down.  If 
Tandy  is  to  stay  up,  he  must  prove 
that  he  is  as  good  a  manager  as  he  is 
an  expansionist.  ■ 
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Maybe  if  you  spent  less  on  the  glass, 
you  could  afford  a  $10  scotch. 


.-ML 


s.8  PROOF.  BOTTLED  IN  SCOTLAND'.  IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  N.Y.,  N.Y. 
■JICES  MAY  VARY  ACCORDING  TO,  STATE,  AND  LOCAL  TAXES. 


YEARS 


OLD 


Johnnie  Walker 
Black  Label  Scotch 
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What  are  we  doing  in  SIC*  26 


Barking  Logs 

Drum-type  barkers  by  Canadian  Ingersoll-Rand  remove  the  bark  from  cut  logs,  simply  and 
efficiently,  by  tumbling  them  in  huge,  rotating  drums.  They  can  de-bark  any  kind  of  wood  in 
any  kind  of  weather.  Mechanical  barkers  with  speeds  of  up  to  150  feet  per  minute  are  made 
by  IMPCO,  part  of  worldwide  Ingersoll-Rand. 


Compressing  Air 

Ingersoll-Rand's  Centac®  centrifugal  air 
compressor  combines  four  stages  of  com- 
pression with  built-in  coolers,  driver  and 
automatic  controls  in  a  single  unit  which  is 
unbelievably  quiet  in  operation. 


J        ^ 


Pumping  Thick  Stock 

The  patented  IMPCO  thick  stock  pump 
easily  handles  pulp  too  thick  and  too  dry  foi 
ordinary  pumps.  Its  smooth,  positive  dis- 
placement action  transfers  pulps  at  10  tc 
22%  air  dry  consistency. 


Pumping  Blended  Stock 

Ingersoll-Rand   stock   pumps   serve    it     vide 
range  of  applications  in  pulp  and  paper  mill 
processing.   They're   available  in  eight   ma- 
terial combinations  with  open  or  closed 
pellers  for  capacities  to  9000  gpm. 


Moving  White  Water 

I-R  centrifugal  pumps  like  this  can  handle 
100,000  gallons  or  more  per  minute  of  white 
water.  I-R  pumps  handle  a  wide  range  of 
paper  mill  liquids,  from  wood  chips  in  liquid 
filled  pipes  to  corrosive  chemicals. 


Bearing  Up  Under  Big  Loads 

Paper  machinery  depends  on  Torrington  beat 
ings  for  high  load  capacity  and  long  trouble 
free  operation.  Torrington,  part  of  worldwid 
Ingersoll-Rand,  is  one  of  the  world's  majo 
producers  of  anti-friction  bearings. 


•These  are  only  a  few  of  the  products  of  worldwide  Ingersoll-Rand  which  serve 
Standard   I  trial  Classification  26  (the  pulp  and  paper  industries).  We  are 

active  in  S  01  through  80.  For  a  complete  list  of  I-R  products,  write  Ingersoll- 

Rand,  Dept.  A- 208.93,  11  Broadway,  New  York,  N.Y.  10004. 


(pulp  and  paper)? 


Pulling  a  Vacuum 

Ingersoll-Rand  Axi  5  helical-rotor  vacuum  pumps  and  compressors  are  found  in  many  pulp  and 
paper  mill  services.  The  design  permits  handling  large  amounts  of  liquid  without  damage. 
Ingersoll-Rand  is  the  world's  leading  manufacturer  of  compressors  and  vacuum  equipment, 
offering  reciprocating,  centrifugal,  helical-rotor,  axial-flow,  sliding-vane  and  ejector  types. 


Bleaching  Pulp 

lMPCO  vacuum  washers  for  continuous  pulp 
production  give  highest  washing  efficiencies 
■t  low  fresh  water  consumption.  Each  ma- 
chine is  job  tailored  and  engineered  by  bleach 
blant  experts. 


Pressing  It 

The  IMPCO  twin  roll  pulp  press  dewaters 
practically  any  fibrous  material  from  the  3% 
to  50%  consistency  range  in  a  one-step 
operation.  It  is  available  with  capacities  up 
to  500  tons  per  day. 


Pushing  Chips  Around 

For  metered  flow  of  wood  chips  from  bins 
or  outside  storage,  IMPCO  chip  dischargers 
travel  on  rails  in  a  tunnel  under  the  chips. 
They  load  chips  onto  conveyor  belts  by 
remote  control. 


ienerating  Air  Power 

Compressed  air  is  second  only  to  electricity 
(K  a  power  source  in  paper  mills.  Generating 
liat  air  power,  with  maximum  efficiency  and 
tependability,  is  the  job  of  I-R  100-psi  com- 
ressors  like  these. 


Driving  Machinery 

Ingersoll-Rand  air  motors  from  fractional  to 
25  horsepower  operate  many  components  of 
paper  making  equipment.  They  provide  reli- 
able power  under  adverse  conditions  associ- 
ated with  the  process. 


Giving  Mechanics  a  Hand 

Good  mechanics  need  top  quality  profes- 
sional tools,  in  a  paper  mill  or  anywhere  else. 
And  there  are  no  finer  hand  tools  anywhere 
than  these  made  by  Proto,  part  of  worldwide 
Ingersoll-Rand. 
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Ingersoll-Rand 


We'd  have  leased  him  one  for  40  days  and  40  nights 
and  taken  care  of  the  repairs,  too. 


We  know  a  thing  or  two  about 
transportation  problems. 

After  all,  we  at  GATX — you  know 
us,  the  Tank  Car  people — have  been 
making  it  easy  for  American  business 
to  move  their  products  for  the  last 
seventy  years. 

We  lease  everything  in  the  line  of 
transportation  and  storage  equipment 
from  barges  to  airplanes  to  railroad 
cars  to  terminals. 


Of  course,  we  think  you  can  save 
yourself  a  lot  of  time,  trouble  and 
money  if  you  lease  instead  of  buy. 

When  you  lease  you  never  have 
to  worry  about  selling  your  equipment 
when  you're  through  with  it.  (That's 
our  problem  and  we  can  find  a  user 
a  lot  easier  than  you.) 

Another  thing,  you  don't  have  to 
worry  about  service  and  maintenance 
either.  (We'll  take  care  of  that 
problem,  too.) 

And,  most  important,  when  the 


lease  is  up  your  responsibility  is  up. 
That  way,  as  innovations  come  along, 
you're  in  a  better  position  to  modernize 
your  whole  operation  with  new 
equipment. 

So  don't  buy  yourself  a  lot  of 
headaches. 

You  can  call  General  American 
Transportation  Corporation,  even  on 
a  rainy  day. 


GATX 


John  D.  MacArthur's  (Very)  Private  Empire 

Almost  everything  is  old-fashioned  about  John  MacArthur.  Except  his  ability  to  make  money. 


A  guest  in  the  Colonnades  Beach 
Hotel  near  Palm  Beach  stepped  into 
the  elevator  not  long  ago  and  started 
to  press  the  button  for  his  floor. 
Before  he  could  do  so,  an  eldeily 
man  in  the  back  of  the  car  sprang  for- 
ward, asking:  "Which  floor,  sir?"  and 
pressed  the  button  for  him.  The 
button-pusher  was  one  of  the  richest 
and  most  publicity-shy  men  in  Ameri- 
ca. John  D.  MacArthur.  That  particu- 
lar hotel — MacArthur  owned  it — 
represented  only  a  tiny  part  of  his 
holdings  which  Forbes  estimates 
to  be  worth  in  the  neighborhood  of 
$385  million. 

Not  that  MacArthur  plays  man-of- 
mvstery  games  with  the  press  a  la 
Howard  Hughes.  He  just  happens  to 
be  an  unassuming  man  who  sees  no 
benefit  from  public-image  building.  At 
72,  the  figure  is  a  little  bent  and  the 
voice  a  bit  tremulous.  But  the  conver- 
sation Hows  easily,  full  of  wisecracks 
and  salt)  jokes,  interrupted  occasion- 
al!) by  his  pet  mastiff  Zeckendorf  (a 
gift  from  the  New  York  real  estate 
man).  The  gabbiness  and  high  spirits 
could  easily  be  those  of  Hildy  John- 
son, >tar  newspaper  reporter  in  the  hit 
pla\  The  Front  Page,"  and  no  won- 
der: The  play  was  co-authored  by 
MacArthur's  brother.  Charles. 

Is  it  true.  Founts  recently  asked 
him.  that  he  owns  a  healthy  chunk  of 
Florida?  MacArthur  acknowledged 
thai  the  chunk  is  health)  enough:  "I 
own,  1  don't  know,  upwards  of 
100.000  acres  ol  real  estate  in  Florida. 
An  appraiser  might  sav  it's  worth 
$100  million.  But  I  wouldn't  sell  it  for 
that." 

Hadn't  he  originally  come  to 
Florida  to  retire,  not  to  buy  the  state? 
His  answer  was  strictly  MacArthurese 
i(  harles  or  John,  take  your  choice): 
"There  are  some  men  who  can't  walk 
by  a  crap  game  without  wanting  to 
get  in.  1  find  it  hard  to  pass  up  a  bar- 
gain investment." 

If  you  suspect  that  this  man  is  a 
rugged  individualist,  you  suspect 
tightly.  His  early  struggles  to  make  a 
few  millions  were  marked  by  frequent 
lawsuits — at  various  times  with  the 
Post  Office,  the  Federal  Trade  Com- 
mission, the  Internal  Revenue  Service 
and  the  insurance  commissioners  of 
half  a  dozen  states. 

"When  I  was  younger,"  he  chuckles, 
"it  was  a  lot  of  fun.  I  didn't  mind 
going  on  the  witness  stand  at  all.  But 
I'm  mellower  now  and  things  are  more 
harmonious."  Currently  he's  down  to 
a  single  court  action   against  a  con- 


Go/den  Years.  Insurance 
men  know  MacArthur  as 
the  man  who  built  a  $3-bil- 
lion  insurance  business  from 
scratch,  then  retired  to 
Florida.  Palm  Beach  neigh- 
bors know  MacArthur  as  a 
successful  local  real-estate 
man.  He's  just  put  on  a 
third  hat:  New  York  banker. 


servationist  group  blocking  some  high- 
rise  development  plans  of  his  on  a 
Florida  beach.  "We  bought  that  land 
and  it's  ours,"  he  says  hotly. 

MacArthur's  climb  in  business  was 
a  hard  one.  He  was  one  of  four  sons 
of  a  Presbyterian  minister,  each  of 
whom  eventually  made  a  mark.  The 
eldest,  Alfred,  became  a  respected  in- 
surance company  president  (Central 
Standard  Life,  since  merged  into  Re- 
liance which  was  acquired  by  Leasco ) . 
Next  was  Telfer,  who  ran  a  chain  of 
suburban  newspapers  around  Chicago. 
Third  was  Charles,  Pulitzer-Prize- 
winning  playwright  and  husband  of 
actress  Helen  Hayes.  Youngest,  and 
now  sole  survivor,  was  John. 

Their  father  had  a  church  in 
Nyack,  N.Y.,  and  the  two  oldest  sons 
went  into  business  in  Chicago.  Young 
John  was  apprenticed  to  brother 
Alfred  in  the  insurance  business, 
took  time  out  for  World  War  I 
and  various  jobs  in  the  1920s,  finally 
starting  his  own  company,  Marquette 
Life  Insurance,  in  1928,  with  capital 
of  $7,500.  He  credits  brother  Alfred 
for  two  things:  "For  teaching  me  the 
principles  of  the  insurance  business, 
and  for  telling  me  I  couldn't  make  it 
on  my  own.  I  wouldn't  have  gotten 
anywhere  if  I  hadn't  had  to  show  him 
how  wrong  he  was." 

John  MacArthur  got  going  during 
the  Great  Depression.  Headquarters  of 
his  little  company  was  a  dilapidated 
building  on  the  wrong  side  of  Chi- 
cago, and  at  one  point  its  assets  were 
down  to  $16. 

"My  brother  Alfred  used  to  say, 
'Listen,  you  must  have  a  decent  ad- 
dress.' And  I'd  say,  'What  for?'  and 
he'd  say,  'Don't  you  know  where 
you're  living?'  And  I'd  say,  'Certainly. 
I  find  it  every  night.'  And  he'd  say, 
Good  God,  the  people.  .  .  !'  And  I'd 
say,  'What  the  hell  do  I  care?'  And 
he'd  say,  'Well,  your  competitors.  .  . .' 
And  I'd  say,  'Nuts  to  them.' " 

But  probably  more  important  than 
brother  Alfred's  condescension  in 
creating  MacArthur's  fortune  was  his 
discovery  of  low-cost  life  insurance. 
"It  was  a  natural  market,"  he  says 
now.  "The  Depression  was  on,  the 
banks  were  closed  and  you  didn't 
have  any  money.  You  had  kids,  you 
were  sorry  you  lost  your  old  policy. 
So  I  said,  'Well,  give  me  two  bucks." 
And  you  reached  into  your  pocket  and 
you  were  insured  for,  say,  $1,600. 

"At  that  time,  no  big  insurance 
company  would  take  a  monthly  pre- 
mium unless  it  was  $10  or  more.  The 
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Puritan  Ethic?  MacArthur  never  had  time  for  hobbies  when  he  was 
poor,  and  he  doesn't  find  the  time  for  them  now  that  he  is  rich.  But  he 
doesn't  mind  catering  to  the  hobbies  of  others.  His  Palm  Beach  green  for 
the  Professional  Golfers'  Association  draws  top-name  golfing  contenders 
(above).  And  MacArthur  himself  is  not  above  standing  behind  the  desk 
of  his  Palm  Beach  hotel  (below)  to  get  his  guests  registered  personally. 

COLONNADES 


other  companies  were  saying  to  me: 
ts  us  S6.30  for  handling  an  item 
through  our  books.  You  want  to  take  a 
dollar  premium?  You've  lost  your 
mind!' 

"I  was  able  to  do  it  because  I  didn't 
have  all  his  overhead,  like  a  big  salary 
for  the  company  president.  Then 
when  times  got  prosperous,  we'd  col- 
lect $5  premiums.  And  now  we're 
collecting  $20  and 

Bankers  Life  &  Casualty  (which 
MacArthur  gol  i  $2,500)  was  added 
to  Marquette 

ers  had  assets    >i  Through 

heavy    mail-ordi  pron 

during  the  war  yea  tp  almost 

vertically  from   th  OUtstri  i 

ping  brother  Alfred's  trail  Standard 
Life — something  For  which  Alfred 
never  forgave  him. 

As  of  Jan.  1  this  yeai  the  Mac- 
Arthur  Insurance  Group  (Bankers 
Life  plus  12  smaller  insurance  firms 
acquired   for   cash    by    Hankers)    had 


policies  in  force  of  $3  billion,  assets 
of  $500  million,  over  3  million  policy- 
holders, 6,600  employees.  Bankers 
Life  alone  is  No.  One  in  the  country 
in  health  premiums  paid  to  a  legal  re- 
serve stock  company. 

MacArthur  remained  president 
through  1966,  when  he  moved  up  to 
board  chairman.  He  remains  100% 
owner  and  thus  the  head  of  the  larg- 
est privately  held  firm  in  the  in- 
surance industry.  What's  that  owner- 
ship worth?  Well,  give  a  parallel. 
Imagine  that  Julius  Rosenwald  had 
never  taken  Sears,  Roebuck  public 
and  until  his  death  was  the  sole  owner 
of  the  giant  company. 

In  'lis  early  days,  many  of  the  legal 
charges  brought  against  MacArthur 
centered  on  the  fact  that  some  of  his 
business  practices  were  unorthodox — 
such  as  carrying  his  Chicago  suburban 
as  an  investment  of  Bankers 
Life.  He  was  always  found  to  be  with- 
in the  law,  but  sometimes  only  just — 


and  certain  of  his  tax  practices  were 
later  banned  by  the  IRS — for  example, 
artificially  maintaining  statutory  life 
reserves  by  selling  life  policies  to 
employees  on  credit,  so  as  to  avoid 
paying  maximum  corporation  tax. 
Also,  the  mail-order  merchandising  of 
insurance  policies  opened  the  door  to 
flagrant  abuses  by  fly-by-nighters  in 
the  field,  and  eventually  the  Illinois 
Insurance  Commission  banned  all 
mail-order  policies. 

MacArthur's  White  Cross  health 
package  got  him  in  trouble  with  the 
American  Hospital  Association  which 
was  promoting  Blue  Cross,  but  they 
settled  out  of  court.  "We  had  to," 
MacArthur  cracks.  "Otherwise  you 
would  have  seen  a  Purple  Cross,  a 
Black  and  White  Cross,  and  I  don't 
know  what  else." 

But  MacArthur  says  he  was  fighting 
for  existence  in  those  days.  After  get- 
ting the  MacArthur  Insurance  Group 
going  as  a  big  established  business, 
what  next?  There  were  isolated  small 
acquisitions  over  the  years — oil  prop- 
erties, a  printing  company,  an  airport 
service  firm  in  Florida. 

Until  a  decade  ago,  the  only  acqui- 
sition of  any  size  outside  the  insurance 
business  was  accidental:  the  50-hotel 
Hardy  chain.  "I  got  them  when  a 
fellow  died  and  his  mortgage  was  in 
default,"  says  MacArthur.  "I  had  no 
desire  to  become  a  big  hotel  man.  It's 
too  hard  to  find  good  operating  peo- 
ple. So  I  got  rid  of  them." 

His  big  move  into  Florida  real  estate 
came  in  the  mid-1950s,  when  he  ac- 
quired 2,000  acres  near  Palm  Beach, 
also  as  the  result  of  a  loan  default. 
He  had  been  down  many  times  be- 
fore on  sales  trips  ("You  know  how 
the  boys  hang  a  vacation  on  the  ex- 
pense account;  I  was  no  different"). 
What  most  men  of  retirement  age 
see  in  Florida  is  a  place  to  have  some 
fun  in  their  declining  years.  Mac- 
Arthur  saw  a  chance  to  make  money. 

Bankers  Life  was  solidlv  launched. 
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quick!  how  much  would  it  cost 
to  replace  your  business  property? 


The  time  it  takes  you  to  answer  this  question  can  make 
all  the  difference  in  the  world  to  your  company.  Today's 
fast  pace  of  change  makes  it  easy  for  insurance  coverage 
,to  become  obsolete  .  .  .  virtually  overnight. 
Experienced  valuation  counsel  is  the  key  to  determining 
insurance  placement  and   keeping  coverage  current — 
measuring  and  recording  the  impact  of  inflation, 
property  changes  and  depreciation. 

Assisting  corporate  decision-makers  is  our  business. 


Ami 
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PPRAISAL 


The  American  Appraisal  Company,  Milwaukee,  Wisconsin  53201        U.S.A.   •   Canada   •    Philippines   •    Brazil   •    France   •    Italy  •    Spain 
FORBES,  NOVEMBER  15,  1969  59 


he  thought,  and  "I  knew  the  younger 
men  were  leaning  on  me.  It  was  time 
to  get  out  of  their  way  and  let  them 
make  a  few  mistakes."  He  "retired" 
from  Bankers  gradually.  Nowadays, 
aside  from  reviewing  the  annual  state- 
ment and  a  couple  of  telephone  calls 
a  week,  he  lets  President  Paul  Doolen 
run  the  show  from  Chicago. 

"I  spent  a  Iif-  Lime  building  up  a 
company,"  he  says,  "and  it  was  great 
satisfaction  to  have  a  piece  of  paper 
laid  on  my  desk  and  see  a  few  more 
zeroes  than  there  were  the  year  be- 
fore. It  flattered  my  ego.  But  when 
you  come  to  Florida,  see  a  swamp, 
wade  up  to  your  belly  in  water,  and 
go  back  a  year  later  and  see  houses 
and  bicycles  and  school  buildings 
spring  out  of  the  ground,  it's  a  much 
different  kind  of  satisfaction." 

MacArthur  continued  buying  up 
land,  partly  in  his  own  name,  partly 
through  Bankers  Life,  partly  through 
two  real  estate  and  holding  compa- 
nies— Boyal  American  Industries  (69% 
owned  by  Bankers  Life)  and  Southern 
Realty  &  Utilities  (61%  owned  by- 
Royal  American ) . 

Royal  American  has  a  large  in- 
ventory of  undeveloped  land,  also 
owns  WEAT-TY  and  radio  stations 
in  West  Palm  Beach  and  has  a  25% 
interest  in  Molecular  Research,  a  local 
electronics  firm.  While  Royal  Ameri- 
can keeps  up  its  land  inventory, 
Southern  Realty  gradually  eliminated 
all  it  owned. 

"I  thought  I'd  merge  the  two 
originally,''  says  MacArthur.  "But  I 
think  of  Southern  Realty  now  as  an 
investment  company.  It  has  a  sub- 
stantial cash  income  every  month 
[from  utility  and  other  services]. 
We're  marking  time  awaiting  some 
favorable  investment." 

A  New  Career 

Even  real  estate  clearly  isn't  enough 
to  keep  MacArthur  busy,  and  last 
year  he  suddi  id   to  increase 

his  bank  holdings.  He  had  owned  one 
smallish   (assel  million)  bank, 

Citizens     Bank     &     TniM     of     Park 
Bidge,     111.,    "almost     since    the    be- 
ginning   of    time    [meaning     1936]," 
and  it  dovetailed   >•  ith  his  insui 
operation. 

But   in    1968,   he   acqi  tiny 

(assets:  $1.7  million)  Brooklyn, 
bank,  United  Bank  &  Trusl  and 
started  looking  around  for  branch 
sites,  which  is  how  lie  met  William 
Goldfine,  president  and  then  chairman 
of  New  York's  Royal    National   Bank 

"I  was  much  impressed  with  Willy,' 
says  MacArthur.  "He'd  been  running 
sort  of  a  one-man  band  and  needed 
more  capital.  A  group  from  Texas, 
I  believe,  tried  to  get  control  ol  his 
bank,    but    he    didn't    like    them    and 


Family  Talent.  MacArthur's  late  brother  Charles  (left)  began  as  John 
himself  did,  apprenticed  to  an  older  brother.  But  Charles  went  into 
journalism,  and  then  playwriting.  His  equally  famous  wife  Helen  Hayes 
(right)  is  appearing  in  Charles'  hit  play  "The  Front  Page"  on  Broadway. 


welcomed  me.  I  bought  up  loose  stock 
from  disgruntled  stockholders  who 
were  flirting  with  this  other  group, 
and  since  then  everything's  been 
unanimous.  There  was  no  longer  any 
point  in  expanding  the  Brooklyn 
bank,  so  it  was  merged  into  Boyal." 

The  bank  (assets:  3285  million) 
has  no  legal  connection  with  either 
Royal  American  or  the  MacArthur 
Insurance  Group.  MacArthur  fi- 
nanced the  move  on  his  own,  taking 
a  45%  position  in  the  stock  to  back- 
stop the  Goldfine  group,  and  emerged 
as  board  chairman  this  spring. 

Why  start  a  new  career  as  a  banker 
at  this  stage?  "It's  purely  an  invest- 
ment, and  I  don't  see  it  as  a  foreign 
business,  like  paint  or  something.  As 
an  insurance  man,  I  made  loans, 
bought  securities,  did  everything  a 
bank  does  except  open  a  wicket  and 
take  deposits.  The  same  principles 
hold." 

Fornes  remarked  that  MacArthur 
was  a  one-man  conglomerate.  He 
didn't  like  that.  "My  objection  to 
conglomerates  and  such  is  that  they 
trade  paper  for  paper  with  so  little 
money  at  stake.  I'm  old-fashioned.  I 
want  to  operate  on  my  own  money, 
want  anybody  suing  me  lot 
■  in  accounting." 

When  we  say  that  MacArthur  has 
no  partners  to  account  to.  we  mean 
no  partners.  His  only  son,  Roderick, 
is  president  of  Marquette  Life,  a  part 


of  the  empire,  but  MacArthur  is 
not  sure  he'll  pass  on  control  to  him. 
"My  kids  have  enough  to  get  along 
on,  but  just  enough.  I  won't  be  re- 
sponsible for  worthless  spoiled  kids." 

There  are  any  number  of  under- 
writers who  would  give  their  eye  teeth 
to  be  able  to  take  the  MacArthur  em- 
pire public,  but  they  are  wasting  their 
time.  "Sell  out?  What  would  I  do 
with  the  money?  Roll  in  it?" 

In  the  end  the  money  will  prob- 
ably go  for  some  public  purpose. 
He  has  thought  a  good  deal  about 
helping  higher  education  but  he  has 
some  lingering  doubts.  "If  everybody 
goes  to  college,  who's  going  to  run 
the  vacuum  cleaners?  Anyhow.  I  never 
went  to  high  school  myself." 

Ask  John  MacArthur  about  details 
of  his  business  and  he  gladly  tells  you. 
("Do  you  know,  I  bought  this  land 
for  $675  a  foot  and  it's  going  for 
$1,800?")  But  press  him  for  an  esti- 
mate of  how  much  he's  worth  and 
he  fends  oft  the  question:  "I  gag 
when  1  mention  large  sums  of  monc\ . 
I  still  don't  think  like  a  rich  man." 
His  big  hatred:  "Waste."  His  big 
hobbies:  None,  except  Zeckendorf. 

What's  the  secret  of  his  moneymak- 
ing  success?  The  nearest  to  an  answer 
you  can  get  from  this  old-fashioned 
but  still  vital  entrepreneur:  "Be  sure 
you  know  when  the  breaks  are  com- 
ing your  way — and  then  work  like 
hell."  ■ 
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Instant  Hertz 


stant  Hertz 


In  a  world  where  everybody  watches  out  for  himself, 
it's  comforting  to  have  somebody  watching  out  for  you. 


In  this  world,  hardly  anybody's  interested  in  your 
joblems.  They  have  enough  of  their  own. 

So  when  you're  alone  in  a  strange  town,  you're 
illy  alone. 

However,  in  every  one  of  a  thousand  American 
lies  and  towns  where  there's  a  Hertz  office,  there's  some- 
iy  who  actually  wants  to  help  you. 

We've  been  renting  Fords  and  other  good  cars 
|more  travelers  for  more  years  than  anybody 
Be.  In  that  time,  we've  come  to 
low  about  all  the  things  that 
||i  mess  up  a  business  trip. 

And  we've  learned  how  to 


do  something  about  them. 

The  Hertz  girl  knows  an  awful  lot  about  her  town 
by  just  living  there  and  what  she  didn't  know  already, 
we've  taught  her. 

She  can  help  you  find  a  reasonably  priced  place  to 
eat,  an  all-night  drugstore,  and  an  optician  who  takes 
credit  cards.  She  also  knows  unusual  things  like  where  to 
find  a  stenographer  or  a  locksmith. 

Although  this  may  be  the  first  time  you've 
ever  had  your  problem,  it's 
probably  not  the  first  time     ueri-z 
she's  helped  solve  it. 


©HERTZ  SYSTEM 


\bu  don't  just  rent  a  car.  You  rent  a  company. 
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Exploring  the  structure  of  the  ocean's  floor 

with  a  towed  transducer,  aboard  a  research  vessel 

of  the  Scripps  Institution  of  Oceanography, 

University  of  California. 


/> 

—  .-L  Ma 

P^ 

~/ 

^4  1    J«IK^fcp*^Jr*-'^FiittflL** 

m 

8*>>     . 

*> 

1% 

y  -                            . 

He  studies  the  secret  life  of  an  old  friend* 

Can  we  learn  enough  about  the  sea  to  conserve 

its  resources  for  future  generations  ?  Oceanographers 

like  Ed  Coughran  believe  we  can.  His  story  tells 

how  people  often  benefit  when  IBM  meets  a  challenge. 


"With  on-board  computers,  we  can  analyze  results  instantly,  and  continue  the  experiment  while  still  at  sea. 


"For  centuries,  the  oceans  have  been  a  good  friend  to 
man,"  says  IBM  oceanographer  Coughran.  "They 
have  been  his  highway,  hunting  ground,  playground 
and,  unfortunately,  his  battleground  and  dumping 
ground.  The  job  of  the  oceanographer  is  to  try  to  un- 
derstand the  oceans  better  and  to  add  his  information 
to  the  existing  body  of  marine  knowledge. 

"We  still  need  to  learn  much  more  about  the  sea 
in  order  to  insure  long  lasting  use  of  its  resources.  How 
do  temperature  changes  affect  marine  plant  and  ani- 
mal life?  How  do  the  deep  waters,  below  the  level  that 
man  can  see,  replenish  life  in  the  ocean?  How  long  can 
fish  and  other  marine  life  continue  to  live  with  the 
debris  we  pump  into  the  sea? 


"The  bits  of  information  we  collect  require  thou- 
sands of  calculations  before  conclusions  about  them 
can  be  made.  And  so  we  run  them  through  our  sea- 
going computers.  What  oceanographers  hope  to  do 
with  the  help  of  computers  is  build  a  mathematical  pic- 
ture of  the  oceans  themselves,  to  predict  their  future 
behavior. 

"The  seas  give  up  their  secrets  grudgingly,  chal- 
lenging men  to  get  what  they  can.  But  this  is  the  kind 
of  challenge  I  like.  It  may  take  many  more  years  of 
work  to  get  the  answers  to  our  questions.  But  when  we 
do,  we'll  know  how  to  use  the  sea  in  a| 
way  which  will  preserve  its  resources 
for  generations  to  come." 


IBM 


People  used  to 

'Talk  to  the  Man  from  Talcott 

only  about  finance  but  now 

they  might  also  be  talking 

about  Talcott's  dynamic 

diversification. 


Surprise.  Talcott,  since  1854 
a  leader  in  factoring  and 
commercial  financing,  has  been 
branching  out  in  several  important  ways. 

Naturally  there  was  a  logical  extension 
of  our  money-oriented  activities- 
innovating  new  services  for  our 
customers  in  many  industries.  Going  into 
computer  leasing— adding  special  services 
to  help  our  customers  make  the  most  of  it. 
Developing  new  inroads  into  neighboring  areas  of  the  financial  world. 

We  also  set  ourselves  up,  corporately  speaking,  to  go  much  further. 
That's  when  we  became  Talcott  National  Corporation. 

Since,  we've  been  growing  so  well  and  so  fast  it's  even  hard  to  keep 
our  shareholders  up  to  date.  And  though  they  may  know  that  you  can 
also 'Talk  to  the  Man  from  Talcott" about  leather  tanning  or  materials 
handling,  they  might  not  know  such  conversations  could  include  the 
basic  ingredient  for  one  of  the  nation's  leading  desserts. 

The  new  Talcott  dynamism  has  increased  our  assets  from 
$600  mi  1 1  ion  to  our  current  $800  million.  And  there's  lots  more  coming. 


^Talcott 


TALCOTT   NATIONAL  CORPORATION 

1290  Avenue  of  the  Americas,  New  York,  N.  Y.  10019 

James  Talcott,  Inc.:  Commercial  and  industrial  financing  •  James  Talcott  Factors:  Factoring  •  Talcott  Computer  Leasing:  Leasing  of  computers  and 
peripheral  equipment  ■  City  Finance  Company:  Consumer  financing  •  Talcott  Inter-American  Corp.:  Industrial  financing    (Puerto  Rico) 
Tal-Star  Computer  Systems,  Inc.:  Computer  systems- programming  and  management  •  Beggs  &  Cobb  Incorporated:  Leather  processing- 
tanning  and  by-products  •  Lift  Parts  Mfg.,  Inc.:  Manufacturers  of  parts  for  lift  trucks. 
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From  the  Frying  Pan  into  the 


m     a     m 


Allis-Chalmers'  move  into  home  appliances  is  a  bold  one. 
It's  another  controversial  step  in  Dave  Scott's  worldwide 
strategy  to  save  the  ailing  company  by  changing  it  from  a 
middling-sized  provincial  U.S.  outfit  into  a  global  giant. 


Everybody  knows  that  Hie  way  to 
make  money  is  to  get  into  a  new  in- 
dustry where  you  have  a  head  start 
en  competition.  Nearly  everybody, 
that  is.  David  C.  Scott.  54-year-old 
president  of  Milwaukee  s  ailing  Allis- 
Chalmers  Manufacturing  Co.,  lias  a 
different  idea.  In  complete  disregard 
of  conventional  wisdom,  he's  going 
into  an  established  industry  against 
very  well  established  competition. 
Scott  is  moving  Allis-Chalmers  into 
the  appliance  business — refrigerators, 
freezers,  and  the  like,  products 
abandoned  by  such  big  companies  as 
American  Motors  and  Philco  Ford. 
Meanwhile,  other  big  companies  like 
Admiral  batch  make  any  money  in 
this  overcrowded  field. 

Can  Scott  succeed  where  others 
have  failed?  That  remains  to  be  seen. 
he  know  what  he  is  doing?  The 
answer  is  an   unequivocal  \es. 

Even  so,  at  first  blush  Scott's  plans 
seem  so  improbable  that  some  skeptics 
snidest  that  Scott  is  doing  this  as  a 
gambit  in  his  chess  game  against 
Cleveland's  White  Consolidated  In- 
dustries, which  owns  2(Vi  of  Allis' 
stock  and  has  been  trying — against 
Scott's  skillful  opposition — to  take 
over  Allis.  It  was  White  that  last  year 
bought  Kervinator  from  American  Mo- 
tors. So.  it  Allis  goes  into  appliances, 
wouldn't  this  create  antitrust  obstacles 
in  the  way  of  a  White  takeover? 

It  would  indeed,  but  Scott  insists 
that  is  not  his  motive.  He  feels  that 
Allis-Chalmers  can  succeed  in  ap- 
pliances where  others  have  tailed. 
And  he  makes  a  very  good  case.  He 
describes    appliances    as    part    of    his 


grand  design  to  change  Allis-Chal- 
mers into  a  high-profit  global  enter- 
prise competing  head-on  around  the 
world  with  Caterpillar  Tractor  and 
Genera]  Electric.  Already  Scott  has 
nearly  completed  a  deal  with  Italy's 
Fiat  tor  a  joint  venture  in  the  devel- 
opment, manufacturing  and  market- 
ing of  construction  equipment 
(  Forbes,  Aug.  1  ) .  Xow,  he  has 
reached  understandings  with  Euro- 
pean manufacturers  for  electrical 
equipment  and  appliances. 

Scott's  idea  is  to  turn  a  disadvan- 
tage of  Allis-Chalmers  into  an  advan- 
tage. In  nearly  every  field — from 
bulldozers  and  farm  tractors  to  rock 
crushers  and  switchgear — Allis  is  too 
small,  too  old.  Its  competitors  benefit 
from  larger  volume,  newer  plants  and 
widespread,  integrated  manufacturing 
and  marketing  facilities.  By  going  into 
"partnership"  with  foreign  companies, 
Scott  can  get  the  advantages  of  vol- 
ume production,  lower  labor  costs, 
global  markets,  and  do  so  a  lot  faster 
than  if  he  tried  to  establish  divisions 
overseas.  He  thinks  he  can  do  the 
same  in  appliances,  a  brand-new  field 
for  Allis-Chalmers. 

"It's  purely  a  matter  of  economics," 
says  Scott.  "For  example,  every  one  of 
these  appliances  has  an  electrical  con- 
trol, and  we  are  expanding  our  con- 
trol business  constantly.  But  whether 
we  would  manufacture  these  controls 
in  the  U.S.,  Europe,  [apan,  Taiwan  or 
Hong  Kong  really  gets  down  to  econ- 
omics. '  This  is,  of  course,  the  old  idea 
of  comparative  advantage:  Produce 
something  wherever  in  the  world  it's 
cheapest.   This   supposedly  went  out 


Farm  Tractors  And  Refrigerators.  It's  not  an  unusual  combination.  This 
Sun  Prairie,  Wis.  dealer  has  sold  Allis-Chalmers  farm  machinery  since 
1931 ,  home  appliances  of  other  manufacturers,  such  as  Maytag,  since  1936. 


of  fashion  with  the  rise  of  nationalism 
after  World  War  II,  but  it's  coming 
back  with  freer  trade  today. 

This  may  not  be  popular  in  West 
Allis,  the  industrial  suburb  of  Milwau- 
kee where  Allis  is  headquartered  and 
where  the  company  provides  nearly 
8,000  jobs.  Nonetheless,  Scott's  plan 
dramatically  underscores  the  difference 
that  a  fresh  viewpoint  at  the  top  can 
make.  For  years,  previous  Allis  man- 
agement struggled  long  and  hard  to 
make  the  company  profitable,  but  they 
worked  within  narrow,  traditional  con- 
fines: emphasize  engineering  and 
manufacturing  at  the  expense  of  mar- 
keting. Thus,  despite  an  overly  broad 
product  line  and  worldwide  distribu- 
tion, Allis  remained  a  provincial  com- 
pany. Now  Seott,  who  joined  Allis  as 
president  last  fall  and  became  chair- 
man eight  months  ago,  has  changed 
all  that  by  taking  a  worldwide  per- 
spective, by  increasing  imports  as  well 
as  exports,  by  putting  together  joint 
ventures. 

"GE   Makes   Money  .  .  ." 

Hut  why  appliances,  that  over- 
crowded field  dotted  with  marginal 
companies?  Because  Scott  sees  a  big 
and  growing  market — $10.8  billion  in- 
creasing by  4%  to  9%  a  year,  accord- 
ing to  his  market  researchers.  Can 
money  be  made  then?  Beplies  Scott: 
"GE  makes  money  on  appliances."  He 
should  know.  He  was  a  GE  executive 
for  17  years.  He  adds,  "And  I  remem- 
ber well  what  they  made  and  how 
they  made  it." 

A  meticulous  planner,  Scott  isn't 
pushing  Allis  into  appliances  just  be- 
cause GE  is  there.  He  believes  there 
are  three  other  reasons  why  Allis 
should  go  into  this  business:  the 
profitability  of  sales  financing,  A-C's 
large  distribution  network,  and  Allis' 
new  linkup  with  European  electrical 
equipment  makers.  (Scott  won't  yet 
say  who  these  are,  but  likely  they 
include  one  of  the  Italian  appliance 
makers,  which  now  dominate  Euro- 
pean refrigerator  production.) 

In  some  businesses — the  retailing 
of  autos,  for  example — the  profit  from 
financing  can  exceed  the  profit  from 
the  product  itself.  This  has  been  true 
for  Allis-Chalmers.  "Even  when  Allis 
was  having  certain  problems,"  says 
Scott,  "the  one  consistent  earner  hap- 
pened to  be  the  credit  activities.  So 
I  set  that  up  as  a  separate  profit  cen- 
ter, and  today  it  is  the  single  most 
profitable  division  and  the  largest 
contributor  of  profits.  One  thing  I  had 
in  mind  right  along  was  to  expand 
into  other  things  that  could  be  fi- 
nanced, and  a  natural  was  appliances. 

"The  second  thing  is  distribution," 
Scott    continues.     "We    have    4,940 
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Varo? 
What  are 
they  in? 


Color  television. 


Among  other  things. 

We  don't  make  TV  sets. 

But  we're  helping  to  make  them  better. 

We  developed  a  high  voltage  diode  for  eolor 
sets  that  replaces  vacuum  tube  components 
once  needed. 

It  has  made  totally  solid  state  TV  circuitry 
economically  possible  for  the  first  time. 

Color  television  is  just  one  of  many  markets 
served  by  Varo's  growing  product  lines.  We're 
also   in   gyroscopic   instruments,   transporta- 


tion, hybrid  integrated  circuits,  and  image  in- 
tensification, as  well  as  supplying  components 
to  the  computer  industry. 

While  we  are  becoming  more  and  more  di- 
versified, all  Varo  product  lines  are  science 
oriented,  with  the  common  goal  of  serving  the 
evolutionary  needs  of  mankind. 

If  you'd  like  a  penetrating  look  into  the  ex- 
tent of  our  involvement,  write  for  our  annual 
report.  Address  your  request  to  Public  Rela- 
tions, Dept.  F-10. 
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VARO 

Varo.  Inc.,  Executive  Office,  Garland  Bank  Bldg.,  P.  O.  Box  41 1. Garland, Texas  75040 


This  advertisement  is  neither  an  offer  to  sell,  nor  a  solicitation  oj  an  offer  to  buy, any  oj  these  securitie 
This  offering  is  made  only  by  the  Frospeclus. 


October  30,  1969 


275,000  Shares 

Lea-Ronal,  Inc. 

Common  Stock 

(SI  Par  Value) 


Price  $21.50  per  Share 


pectus  may  be  obtained  in  any  Slate  from  only  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  compliance  -with  the  securities  laws  of  such  Stale. 


Walston  &  Co.,  Inc. 

Allen  &  Company     Bache&Co.     Bear,  Stearns  &  Co.  Clark.  Dodge  &  Co 

Incorporated        Incorporated  Incorporated    '  ' 

IJominick&Domiiiick.     Francis  I.  duPont,  A.C.Allvn.Inc.     GoodbodvSCo 

Incorporated                                                                                   "  • 

E.  F.  Hutton  &  Company  Inc.    Shearson,  Hammill&  Co.  Shields  &  Company 

.                                                                             Incorporated  Incorporated 

Blair  A:  Co.,  Inc.  Butcher  &  Sherreid 


II.  Heniz&Co. 


Hirseh  &  Co. 

Incorporated 


Courts  &  Co. 
C.  E.  Unterberg,  Towbin  Co. 


dealers,  most  of  whom  sell  on  a 
financed  basis.  Within  this  network, 
we  have  2,200  farm  equipment 
dealers,  and  quite  a  few  of  these  al- 
ready sell  appliances  of  other  manu- 
facturers, often  financed  through  the 
Allis-Chalmers  Credit  Corp.  So  why 
shouldn't  we  broaden  this  distribution 
and  substitute  our  own  products?" 

Scott's  third  reason  for  getting  into 
appliances  is  his  success  in  lining  up 
his  unidentified  European  manufac- 
turing suppliers.  Allis'  new  line  of 
refrigerators  for  mobile  homes,  which 
was  introduced  last  month,  is  100$ 
European-made.  But  Scott  expects 
that  in  the  new  line  of  air  conditioners 
only  the  compressor  will  be  foreign- 
made.  Again:  comparative  advantage. 

Thumbs   Down    on    U.S.    Makers 

Scott  concedes  he  did  consider  ac- 
quiring a  U.S.  appliance  maker,  but 
the  only  ones  available  were  in  poor 
shape.  "After  studying  the  track  rec- 
ords of  the  people  in  it,"  he  says,  "we 
elected  to  go  with  a  foreign  manufac- 
turer." For  now,  two  lines  of  appli- 
ances, both  premium-priced  and  bear- 
ing the  Allis-Chalmers  name,  will  be 
imported.  One  will  be  a  conventional 
line  of  appliances  (refrigerators  and 
freezers — air  conditioners  and  other 
products  will  follow ) ,  the  other,  a 
specialty  line  for  mobile  homes.  A 
third  line — for  low-cost  housing — 
may  be  added  later.  "Unless  we  have 
10%  of  the  appliance  market  within 
five  to  ten  years,"  says  Scott,  "some- 
thing is  wrong  with  us." 

That's  a  big  order  for  a  company 
that  currently  has  less  than  $800  mil- 
lion in  sales — 10%  of  a  $12-biHion-to- 
$15-billion  market.  Certainly,  Scott 
could  run  into  a  lot  of  problems.  Many 
Allis  dealers  may  well  not  want  to 
bother  with  retailing  refrigerators  and 
such.  In  the  big  cities,  where  Scott 
hopes  to  recruit  a  whole  new  dealer 
network,  he  may  find  that  the  Allis- 
Chalmers  name  carries  no  weight. 
And  despite  Allis'  225  service  centers, 
parts  and  service  could  be  a  big — and 
fatal — problem. 

Mention  these  problems  to  Scott 
and  he  merely  nods:  He  knows  the 
path  is  not  going  to  be  easy.  But 
then  he  also  knows  that  what  is  prof- 
itable is  not  likely  to  be  easy  and  that 
what  is  easy  is  not  likely  to  be  pro- 
fitable. What  counts  is  the  soundness 
of  the  idea  and  its  execution. 

Scott  has  put  his  reputation  square- 
ly on  the  line  that  he  can  take  Allis- 
Chalmers  from  being  a  big  but 
marginally  profitable  company  to 
being  an  even  bigger  but  extremely 
profitable  one. 

The  commitment  is  made.  The  re- 
sults won't  be  in  for  a  few  years  yet.  ■ 
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If  stock  exchanges  quoted  the  daily 

prices  of  houses,  you'd  be  astonished 

at  what  good  investments  they  are. 


About  the  only  time  a  homeowner 
realizes  the  true  value  of  his  house 
is  when  he  s  selling  it. 

If  he  put  his  house  on  the  market 
today,  he  might  be  pleasantly  sur- 
prised at  just  how  much  it  is  worth. 
Many  houses  are  now  selling  for 
thousands  of  dollars  more  than  they 
did  just  a  short  time  ago.  And  with 
land,  labor  and  material  costs  rising, 
the  trend  continues  up. 

Scarcity  in  some  urban  areas 

Along  with  savings,  insurance  and 
stocks,  real  estate  offers  a  good 
field  for  investment,  especially  on  a 
long-range  basis.  And  with  rapid 
population  increases,  houses  in  dense 
urban  areas  are  already  at  a  premium. 

Through  our  subsidiary,  Levitt  and 
Sons  Incorporated,  a  leading  inter- 
national home  and  community 


builder,  we  are  adding  thousands  of 
new  houses  where  the  need  is  great, 
both  in  the  U.S.  and  abroad. 

Levitt  has  already  built  a  record 
total  of  more  than  85,000  houses.  By 
the  end  of  the  next  decade,  Levitt 
estimates  that  it  will  have  provided 
shelter— both  houses  and  apartments 
—for  an  additional  200,000  families. 

50  designs  and  150  variations 

The  qualities  which  make  Levitt 
houses  so  popular  also  make  them 
excellent  investments.  Dozens  of  dif- 
ferent designs  are  offered  at  a  wide 
range  of  prices.  New  features  and 
designs  are  constantly  being  tested. 
Through  this  development  work, 
Levitt  can  combine  high  volume 
economies  with  the  attention  to 
detail  and  the  flexibility  of  a  custom 
builder. 


It's  no  wonder  thousands  of  pur- 
chasers are  finding  that  their  Levitt 
house  is  one  of  the  best  investments 
they  ever  made. 

ITT  and  you 

Housing  is  one  of  many  fields  we 
have  gone  into  because  of  a  growing 
need.  From  pipeline  controls  and 
telecommunications  equipment  to 
baked  goods,  we  are  making  more 
products  and  services  available  to 
people  who  need  them. 

And  in  all  the  fields  we  have 
entered,  our  resources  and  skills  have 
resulted  in  increased  competition, 
which  results  in  more  efficient  use  of 
manpower  and  material.  That 
makes  the  future  a  better  investment 
for  you  and  people  everywhere. 

International  Telephone  and 
Telegraph  Corporation,  320  Park 
Avenue,  New  York,  New  York  10022. 


DRBES,   NOVEMBER  15,  1969 


SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


ITT 
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Separate  Ways 


Keeping  up  with  American  Can  and  Continental  used  to  be  easy: 
Look  at  one  and  you  knew  what  both  were  doing.  But  now.  .  .  . 

Don'i  look  now,  but  the  decades- 
long  "me-too"  acl  of  American  Can 
Co.  and  Continental  Can  Co,  is  be- 
ginning l<>  break  up. 

These  two  gianl  packagers,  with 
utter  predictability,  matched  each 
other,  stride  for  Fiscal  stride,  over  the 
years.  Their  revenues,  for  example, 
have  rarel)  ever  been  more  than  $150 

million  apart.  This  year  Continental, 
at  around  $1.75  billion,  will  he  ahead 
by  $20  million  or  so;  last  yeai  Amer- 
ican had  the  lead.  Even  their  sales 
mixes  are  almost  identical:  around  Q0% 

from  cans,  just  under  30$  from  paper 
products,  a  hit  over  L08  from  plastics, 
chemicals  and  assorted  lesser  items. 
Their  reactions  to  competitive  ad 
versity  have  also  been  parallel.  A  1950 
court  decision  forbidding  volume  dis- 
counts to  big  customers  induced  main 

can  users  to  begin  installing  their  own 
can-making  facilities.  Campbell  Soup 

now     ranks    as    the    third-largest    can- 

maker,  not  far  behind  Continental  ami 

American.  Result:  Both  can  compa- 
nies decided  to  diversify  and  both,  as 
noted,   followed   the  same   paths. 

Also  in  reaction  to  the  court  deci- 
sion, each  company  set  out  on  an- 
other parallel  course-:  to  find  new  can- 
making  technologies  that  would  rev- 
olutionize the  art  and  cause  their 
defecting  customers  to  think  twice 
about  the  heavj  investment  and  risk 
of  obsolescence  involved  in  rolling 
their  own.  In  the  last  lew  years  each 
has  matched  the  other  with  break- 
throughs that  have  enabled  them  to 
begin  stemming  the  tide  by  building 
an-1  operating  on-site  can-making  fa- 
cilities right  in  their  customers'  plants. 
The  customers  provide  the  building 
and  storage  space;  the  can-makers 
supply  the  knowhow.  machinery,  man- 
. ■■■•  ""cnl  and  labor. 

Riskv   Route 

Customers  are  buying  the  idea  for 
two  main  reasons:  1)  Depending  on 
their  volume,  they  can  cut  their  can 
cost  by  as  much  as  10V,  by  reduction 
in  shipping  costs  and  better  inventory 
control,  and  2)  the  customers  can  re- 
duce their  capital  investment  and  ex- 
posure to  further  changes  in  can-mak- 
ing technology.  Continental  ahead) 
has  one  such  on-site  plant  in  opera- 
tion at  a  Schlitz  brewery  in  North 
Carolina;  American  has  recently 
signed  up  eight  major  beverage  com- 
panies for  on-site  can  facilities. 

But  if  this  sounds  like  the  same 
old  double-image  routine,  look  again. 
Having  developed   a   strategy    to  win 


Hazard    of    Continental 

back  customers,  each  is  beginning  to 
emphasize  diversification  again.  Here 
is  where  a  really  important  parting  ol 
the  ways   is  shaping  up. 

American  is  taking  the  riskier  route 
ol  going  directly  to  the  consumer. 
Last  year,  lor  example,  it  ac- 
quired the  Butterick  Co.,  which  is  the 
third-largest  maker  ol  paper  patterns 
lor  do-it-yomsell  seamstresses  after 
Simplicity  Pattern  and  McCall.  A 
lew  weeks  ago  Chairman  William 
F.  Max  revealed  that  he  has  been 
having  serious  acquisition  talks  with 
several  other  "major"  consumer-ori- 
ented companies  in  the  home-  and 
personal-care  products  and  recreation 
fields.  He  wouldn't  name  the  com- 
panies, but  his  message  is  clear: 
American  wants  to  broaden  its  inter 
ests  away  from  industrial  customers. 

Continental,  on  the  other  hand,  will 
be     sticking     closer     to     home.      Its 


two  most  recent  acquisition  moves 
were  designed  to  capitalize  on  its  ex- 
perience in  paper  and  paper-related 
products,  though,  unhappily,  neither 
was  successful.  Last  November  it 
tried  to  acquire  Miehle-Goss-Dexter, 
the  printing  press  manufacturer,  but 
lost  out  to  a  higher  bid  from  North 
American  Rockwell.  The  same  month 
it  also  tried  to  buy  Nekoosa-Ed- 
wards,  a  middle-sized  (revenues: 
$140  million)  integrated  papermaker, 
l)Ht  lost  out  alter  repeated  failures  to 
agree  on  a  price. 

At  Home  Abroad 

Continental  has  also  been  branching 
out  aggressively  overseas,  but  again 
is  not  straying  from  its  basic  busi- 
nesses. In  January  of  this  year  the 
company  made  its  biggest  acquisition 
since  1956  when  it  raised  its  interest 
to  75%  in  West  Germany's  Schmal- 
bach-Lubeca-Werke  A.G.,  whose 
$100  million  in  revenues  made  it  the 
largest  packaging  producer  in  the 
Common  Market.  "The  market 
lor  packaging  overseas  will  grow  at 
twice  the  domestic  rale,"  says  Chair- 
man Ellison  L.  Hazard,  Continental's 
chief  executive  since  last  December. 

Roth  May  and  Hazard  say  they 
will  be  pushing  hard  for  aequsitions 
in  the  immediate  future.  That  means, 
since  each  is  pursuing  a  different 
course,  that  significant  differences  in 
product  mix  and  financial  results  may 
soon  be  forthcoming.  In  fact,  some 
differences  are  already  becoming  evi- 
dent. Over  the  last  five  years  Con- 
tinental's per-share  earnings  have 
grown  at  a  compounded  annual  rate 
of  better  than  15%  VS.  American's 
less-lhan-10'/  rate.  And  the  trend 
is  continuing  in  Continental's  favor: 
May  conceded  last  month  that  Amer- 
ican's profits  for  1969  will  be  down 
from  last  year's  $4.25  a  share;  Con- 
tinental's will  advance  from  $4.42  to 
around  $4.75  per  share.  American's 
problem;  One  of  its  more  recent  di- 
versification projects,  the  Chemplex 
Co.,  which  makes  high-  and  low-den- 
sity polyethylene,  encountered  serious 
start-up  difficulties. 

\s  a  result — and  this  may  prove  to 
be  the  most  important  of  the  differences 
opening  up  between  the  two  com- 
panies—Continental now  commands 
a  much  higher  pi  ice  /earnings  ratio 
on  its  stocks,  about  16  times  vs.  13 
times  for  American.  This  clearly  puts 
Continental  in  a  more  favorable  posi- 
tion to  make  acquisitions. 

It  is  still  too  early  to  decide  which 
company  will  he  better  off  in  the 
long  run.  lint  from  here  on  out  the 
race  is  going  to  be  a  race — not  the 
"me-too"  act  of  the  past.  And  Con- 
tinental has  a  good  lead.  ■ 
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Silver  courtesy  of  Georg  Jensen,  Inc. 


SILVER . . .  from  artistry  to  industry 


Once  used  primarily  for  jewelry  and  coinage, 
silver  is  now  an  important  industrial  material. 
Alone  or  alloyed  with  other  metals,  silver  is 
used  for  electrical  contacts  in  computers  and 
spacecraft,  such  as  the  Nimbus  Meteorological 
Satellite  (shown  above)... for  photosensitive 
papers  and  photographic  film... for  critical 
bearings  in  aircraft ...  for  lightweight  batteries 
and  for  many  other  applications. 

Asarco,  the  world's  largest  refiner  of  silver, 
is  actively  engaged  in  increasing  the  supply  of 
this  versatile  metal.  We  have  recently  invested 


more  than  $4  million  to  expand  the  Galena 
mine  in  the  Coeur  d'Alene  District  of  Idaho, 
and  are  developing  other  silver  properties  in 
that  district  and  elsewhere. 

In  addition  to  silver,  Asarco  provides  21 
other  basic  materials  which  are  vital  to  Amer- 
ica's economy.  Our  present  exploration  and 
expansion  program  will  help  ensure  future 
resources  of  copper,  lead,  zinc,  gold,  brass, 
bronze,  cadmium,  platinum,  selenium,  tellu- 
rium and  other  materials  used  for  thousands  of 
industrial  and  consumer  products. 


AMERICAN  SMELTING  AND  REFINING  COMPANY 

120  BROADWAY,  NEW  YORK,  N.  Y.  10005 


ASARCO 


"THEIR  HARVESTORE 
SYSTEMS  INTRODUCED 
A  WHOLE  NEW  IDEA 
IN  LIVESTOCK  FEEDING. 
TAKE  A  GOOD  LOOK 
AROUND  NEXT  TIME 
YOU  RE  IN  THE 
COUNTRY.  .  .  YOU  EL 
SEE  THOSE  BIG,  BLUE 
TOWERS  EVERYWHERE.  ' 


"Oh,  yes...  A.O.Smith 
has  been  making 
special  types  of  electric 
motors  for  over  20  years. 
And  sales  have  really 
taken  off ...  especially 
in  the  air  conditioning 
market." 


"Big,  new  action  in 
oil  exploration, 
right?  And  who 
makes  the  casing- 
needed  to  drill  three, 
four,  even  five  miles 
down?  A.  O.  Smith 
does!  They 
practically  invented 
deep-well  casing." 


what's  this  l  hear 
about  A.o.smith? 


Meters,  valves, 
dectronics. .  .you 
lame  it,  they  make  it. 
n  fact,  A.O.Smith 
tioneered  jet  fueling. 
"hey  had  a  high-speed 
ystem  all  ready  to 
10  when  commercial 
2t  traffic  got  off  the 
iround  in  1958." 


"...and  they  keep  finding  new  uses 
for  it.  Take  the  Astroworld . . .  it's  got 
outdoor  air  conditioning.  Most  of  the 
piping  is  underground  so  A.O.Smith 
reinforced  plastic  pipe  was  perfect 
for  the  job.  It  won't  corrode.  You  just 
bury  it  and  forget  it." 


"It's  a  safety  device  that 
was  needed  for  a  long 
time.  A.  O.  Smith  calls 
it  SCR . . .  short  for  static 
charge  reducer.  It 
reduces  the  danger  of 
static  electricity  buildup 
in  petroleum  handling." 


People  are  talking  about  us.  But  why  especially  now  .  .  . 
after  nearly  100  years  in  business?  Because  A.O.Smith 
is  different  today  .  .  .  changing  .  .  .  growing  faster  in 
exciting  new  areas.  Some  people  still  think  of  us  pri- 
marily as  an  automotive  frame  manufacturer.  And  that's 
fine.  We've  been  the  leader  in  this  business  ever  since 
cars  and  trucks  were  built  .  .  .  and  we  still  are.  But  who 
said  a  95  year  old  company  can't  have' young  ideas?  Like 
metal  powder .  .  .  and  reinforced  plastics  .  .  .  and  electric 
motors  for  air  conditioners  and  dishwashers  .  .  .  and 
solid  state  electronic  controls  .  .  .  and  automated  fueling 


systems.  A.O.Smith  today  is  many  growing  divisions  ...  . 
with  hundreds  of  products  for  farm,  home  and  industry. 
We  have  a  balance  we  never  had  before.  A  stability 
that  enables  us  to  roll  with  economic  swings  .  .  .  and 
come  up  smiling.  The  proof  is  in  our  profits.  1969  will 
be  our  fifth  straight  year  of  higher  earnings.  And  the 
best  is  yet  to'  come.  So  keep  listening.  You're  going 
to  hear  a  lot  more  about  us.  A.O.Smith  Corporation, 
Milwaukee, 


Wisconsin 
53201. 


mith 


Metal  powder  and  reinforced  plastics  are  products  of  A.O.Smith  —  Inland  Inc. 


NEW  HORIZONS  FOR  DANA 


Dana  Corporation  profits  from  operations  reached  an 
all-time  high  for  1969  while  sales  for  the  same  period 
set  new  records  for  the  eighth  consecutive  year. 
Earnings  were  $33,778,000  while  sales  totaled 
$651,669,000. 

For  65  years  Dana  has  operated  a  growing  and 
profitable  business  designing  and  manufacturing 
components  fortrucks,  the  replacement  market, 
passenger  cars,  and  the  transportation  industry. 

We  have  established  new  goals  for  our  corporation 
—goals  which  are  a  logical  extension  of  our  65  years 
of  engineering  and  manufacturing  knowhow: 

"The  worldwide  design  and  manufacture  of  sys- 
tems for  the  transmission  and  control  of  power." 


This  broad  extension  of  our  goals  will  lead  us  int 
new  worldwide  markets.  Among  the  most  importar 
are  marine,  aviation,  industrial  products  and  aerc 
space.  These  greatly  expanded  goals  will  also  ope 
new  fields  in  hydraulics,  fluidics,  pneumatics 
electronics  and  others. 

As  we  aim  toward  these  new  horizons,  you  wi 
continue  to  see  Dana  "putting  power  to  work  aroun< 
the  world." 

By  the  way,  if  you  are  interested  in  further  detail 
about  Dana  and  its  futures,  send  for  a  copy  of  ou 
annual  report.  Write  to:  J.  E.  Martin,  Chairman 

Dana  Corporation 
Toledo,  Ohio  43601. 


PUTTING  POWER  TO  WORK  AROUND  THE  WORLD 
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OUR  65th  YEAR 


Who 's  Happy? 


American  Airlines  has  won  some  new  routes  and  favorable 
fare  changes,  but  Chairman  George  Spater  is  still  unhappy. 


Things  have  beex  looking  up  a  bit 
for  the  hard-pressed  airlines  recently. 
In  September  the  Civil  Aeronautics 
Board  approved  a  passenger  tare  in- 
crease averaging  about  6.4S  or  some 
$300  million  a  \  ear.  and  Followed  it 
up  with  a  7.5't  boost  in  air  freight 
rates,  which  should  add  more  than 
$20  million.  Would  this  extra  $320 
million  do  the  trick?  Were  the  airlines' 
troubles  over?  Not  the  way  American 
Airlines'  Chairman  George  Spater  sees 
tilings. 

"1  think  the  tare  increase  came  too 
late."  says  Spater.  "We  should  have 
had  it  a  couple  of  years  ago.  lie 
concedes  that  the  increase  yields 
American  a  gain  ot  7.53  OS.  only  3.2'/ 
tor  a  carrier  like  National.  The  reason 
is  that  the  biggest  increases  come  on 
east-west  runs,  where  American  is  big. 
Hut  that.  Spater  says,  is  "simply 
remedying  an  inequality,  an  unfair- 
I'or  years  the  cast-west  rate  has 
been  quite  remarkably  lower,  in  many 
instances,   than   the  north-south   rate.'' 

Nor  is  Spater  rejoicing  loudly  over 
the  gains  that  American  has  been 
making  in  getting  new  route  certifica- 
tions from  the  CAB  in  recent  months. 


Spater   at   American    Airlines 


Getting  new  routes  was  the  chief 
problem  that  Spater,  the  veteran  air- 
lines lawyer  who  shaped  the  famed 
airlines  mutual  assistance  pact,  faced 
when  he  took  over  in  early  1968  as 
chief  executive  from  ailing  Marion 
Sadler  (Forbes,  Feb.  15,  1968). 

The  problem  was  the  CAB's  long- 
standing "Robin  Hood"  policy.  Under 
it,  new  routes  were  withheld  from  the 
large  and  richer  lines  and  given  to 
smaller,  weaker  ones,  in  part  to  avoid 
any  danger  of  having  to  resume  gov- 
ernment subsidies.  It  was  hard  for 
American  to  qualify  for  new  routes 
under  that  policy:  It  already  had  one 
of  the  country's  best  route  structures 
plus  a  record  of  profitability. 
Spreading    Out 

Look  at  the  route  gains  American 
has  made  of  late.  In  June  it  was 
awarded  key  north-south  midwest 
runs  in  the  Gulf  States-Midwest  Route 
Case,  plus  a  new  nonstop  Houston- 
San  Francisco  run  in  the  Southern 
Tier  Case.  Then  came  stunning  sur- 
prise victories  over  Eastern  and  Con- 
tinental in  the  bitterly  contested  Pa- 
cific Route  Case.  Now  American  will 
be  able  to  get  an  important  slice  of 
Hawaii  traffic  from  eastern,  southern 
and  midwest  cities,  flying  nonstop  to 
Hawaii  and  then  on  to  the  Fiji  Islands, 
American  Samoa,  New  Zealand  and 
Australia.  Isn't  that  progress? 

Almost  grudgingly,  Spater  concedes 


"Asfro/oader,"  developed  with .  FMC  Corp.,  enables 
American  fo  unload  and  reload  one  of  its  17  jet 
freighters  with  "igloo"  containers  in  40  minutes.  Amer- 


ican gets  some  $95  million  or  nearly  10%  of  revenues 
from  freight,  more  than  any  other  trunkline.  Thus  it  will 
profit  most  from  the  recent  7.5%  air  freight  rate  boost. 
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that  the  various  new  route  awards  are 
"important."  On  the  other  hand,  he 
warns  that  the  short-term  impact  on 
earnings  will  he  slight.  "The  Pacific 
route  is  a  developmental  route,  he 
explains,  "and  a  lot  of  hard  work 
will  have  to  he  done  on  it.  We  think 
there's  enormous  potential  there,  but 
I  think  it  will  be  several  years  before 
the  contribution  to  earnings  here  may 
be  regarded   as  substantial.' 


Spater,  moreover,  feels  that  the 
curse  of  Robin  Hood  remains  upon 
him.  "The  little  carrier  is  still  favored," 
says  he,  citing  Flying  Tiger's  new 
route  to  Japan.  He  sees  red  about  the 
recently  reopened  Southern  Trans- 
continental case  in  which  the  CAB 
again  excluded  American  from  pro- 
viding nonstop  service  from  Los  An- 
geles to  either  Atlanta  or  Miami, 
but    allowed    Eastern    and    Northeast 


CRUMBS  FOR  THE  RICH 


American,  until  1961  the  country's  largest  carrier,  gets  much  less  of  its 
income  from  routes  awarded  since  1938  than  any  of  the  other  major 
domestic  carriers. 


NATIONAL 

CONTINENTAL 

DELTA 

NORTHEAST 

WESTERN 

NORTHWEST 

BRANIFF 

UNITED 

TRANS  WORLD 

EASTERN 

AMERICAN 


•Based  on  1965  Statistics 


to  come  in  and  compete  against  Na- 
tional and  Delta. 

"It's  the  rape  of  the  century!" 
Spater  explodes.  "Sometimes  the 
Board  has  given  these  small  carriers  a 
stomachache  in  their  efforts  to  take 
care  of  them.  Look  at  Northeast.  They 
used  to  operate  north  of  Boston  and 
didn't  do  very  well.  Then  they  came  to 
the  Board  and  said,  'If  only  we  could 
have  frdhi  Boston  to  New  York.  Put 
us  in  competition  with  American  and 
Eastern.'  Well,  if  you  were  running 
a  newspaper  in  Taunton,  Mass.  and 
were  losing  money,  the  last  thing 
you'd  do  would  be  to  come  to  New 
York  and  compete  with  The  New  York 
Times.  But  this  was  essentially  North- 
east's argument. 

"And  what  happened?  Northeast 
was  extended  to  New  York  and  it  lost 
more  money  than  it  did  before.  Much 
to  the  amazement  of  the  Board.  It 
was  a  good  route,  but  they  had  to 
change  their  equipment.  They  had 
to  get  into  these  big  overheads. 
They  had  to  buy  ground  facilities. 
They  had  to  start  advertising  on  a 
bigger  scale.  So  what  happens?  North- 
east comes  back  and  says,  'This  isn't 
enough.  We  want  to  go  down  to 
Florida.'  Which  they  did,  and  they 
lost  even  more  money  than  they  did 
before." 

The   Reasons  Why 

Spater  feels  strongly  on  the  topic 
because  he  says  it  explains  why 
American's  profitability  and  growth 
have  been  mediocre  in  the  industry. 
"There  are  at  least  three  factors  that 
explain  differences  in  earnings  be- 
tween carriers,"  he  says.  "First,  do 
you  have  good  routes  and  are  they 
monopoly  routes?  We  have  fewer 
monopoly  routes  than  any  other 
carrier  in  the  U.S.  The  biggest  mono- 
poly route  we  have  is  New  York-El 
Paso.  Second,  how  many  military 
contracts  do  you  have?  We  have 
some,  but  look  at  Continental  and 
Braniff:  They  wouldn't  have  had  any 
earnings  at  all  last  year  if  it  hadn't 
been  for  military  operations!  And 
third,  management. 

"The  reason  our  business  isn't  grow- 
ing as  fast  is  because  until  this  award 
we  didn't  have  any  resort  destina- 
tions. We  believe  we  carry  more  busi- 
ness travel  than  any  other  carrier,  but 
resort  travel  has  grown  somewhat 
more  rapidly." 

In  the  airline  business,  complaints 
sen  i'  mainly  to  prove  that  an  execu- 
tive is  still  alive;  Spater's  predecessor, 
airline's  pioneer  C.  B.  Smith,  was  one 
ot  the  champion  complainers  in  U.S. 
industry.  Still,  there's  no  getting  away 
from  the  fact  that  American  Airlines 
does  have  some  formidable  handicaps 
— as  well  as  formidable  advantages.  ■ 


"4 
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Look,  it's  understandable! 

If  a  man  had  to  spend  every  day  in  a 
brokerage  office  with  a  phone  at  each  ear 
and  an  eye  on  the  ticker,  would  he  know 
how  smooth  a  Fruehauf  trailer  rides? 

Not  likely. 

He'd  know  the  name  of  the  company. 
Its  history.  He'd  know  that  Fruehauf  is  to 
trailers  as  Planters  is  to  peanuts.  He'd  know 
other  businesses  Fruehauf  is  in.  Containers. 
Container  Cranes.  Railcars.  Ship  con- 
versions in  two  different  shipyards.  Axles. 


Finance.  Leasing.  Et  cetera. 

But,  Rose  Gilligan  knows  more. 

Cannonball  Rose.  Who  drives  a  tractor- 
truck  with  10,000  gallons  of  concentrated 
lemon  juice  from  California  to  New  York  in 
a  very  special  Fruehauf  trailer.  An  insulated 
stainless  steel  tank  trailer. 

So  .  .  .  Rose  knows  more  than  Hornblower 
&  Weeks — Hemphill  or  Noyes 
about  two  things.  Lemon 
juice.  And,  Fruehauf  trailers 
— which  she's  come  to 
know  and  love. 


She  also  knows  lemonade  made  from 
concentrated  lemon  juice  tastes  best  when 
mixed  in  the  proper  quantities.  One 
Fruehauf  tank-trailer  full  of  concentrate  to 
.  .  .  five  Fruehauf  tank-trailers  full  of  water  to 
.  .  .  one  Fruehauf  tank  trailer  full  of  sugar. 

If  the  foregoing  recipe  is  of  little  value 
to  you,  perhaps  we  will  have  the  good 
fortune  to  run  into  a  martini  hauler  for 
one  of  our  future  ads. 

Fruehauf  Corporation,  1 0900  Harper 
Avenue,  Detroit,  Michigan  48232. 


Cannonball  Rose 

probably  knows  more 

about  Fruehauf  than 

Hornblower  &Weeks- 
Hemphill  or  Noyes. 


The  More  Things  Change 

The  boiler  rooms  are  gone  and  so  are  the  pools,  but  a  new  generation  of  stock  manipulators 
has  found  ingenious  ways  to  paint  the  tape  and  otherwise  bamboozle  the  ignorant  greedy. 


Ik  you're  one  of  those  who  have  been 
burned  recently  in  hot  stoeks  that 
fizzled  instead  of  rocketing,  then  take 
vicarious  comfort  from  the  fact  that 
some  big,  smart  institutional  investors 
have  suffered  a  similar  late. 

"Stoek  manipulators  keep  up  with 
the  times,"  says  Irving  Pollack,  direc- 
tor of  trading  and  markets  for  the 
Securities  &  Exchange  Commission. 
"Hut  basically  the  objectives  are  the 
same:  to  increase  the  demand  for  the 
stock,  to  restrict  the  supply  and  send 
the  price  up. 

The  SEC  claimed  this  is  what  hap- 
pened recently  in  the  stock  of  Parvin/ 
Dohrmann,  now  suspended  from  trad- 
ing on  the  American  Stock  Exchange. 
In  a  civil  action  filed  in  a  Federal 
District  Court  last  month,  the  SEC 
charged  the  Las  Vegas  casino-hotel 
company's  chiel  executive  and  his  as- 
sociates with  manipulating  the  stock, 
which  went  from  $38  a  share  in  Octo- 
ber, 1968  to  $141  in  May  of  1969. 
During  tliis  period,  the  total  market 
value  of  the  stock  went  from  $49  mil- 
lion to  $183  million.  The  chief  ex- 
ecutive, Delhert  W.  Coleman  was 
charged  in  the  complaint  with  buying 
stock  through  family  accounts  so  as  to 
reduce  the  floating  supply  at  a  time 
when  the  release  of  inside  information 
was  increasing  demand  for  it.  In  its 
charge  the  Securities  &  Exchange  Com- 
mission said  that  institutional  investors 
were  getting  the  inside  information  and 
that  they  were  doing  much  of  the  buy- 
ing. Many  of  them  were  subsequently 
caught  when  the  stock  dropped  in  a  few 
weeks  from  $141  to  $69  and  when  the 
stock  was  subsequently  suspended  from 
trading  by  the  American  Stoek  Ex- 
change. Among  the  big  institutional 
buyers:  J.  M.  Hartwell  &  Co.;  Tsai 
Management. 


The  charge  was  that  Parvin /Dohr- 
mann officials  fed  the  institutional  in- 
vestors information  about  the  firm's 
prospects,  actual  and  projected  earn- 
ings, acquisitions,  mergers  and  other 
information  "not  then  available  to  the 
general  investing  public."  The  Securi- 
ties &  Exchange  Commission  said  that 
the  institutional  buying  took  place  in 
a  market  where  the  supply  of  stock 
had  already  been  reduced. 

The  passing-on  of  information,  ac- 
cording to  the  SEC  complaint,  took 
place  in  several  ways.  One  was  in  a 
series  of  meetings  between  Coleman, 
his  aides  and  individual  portfolio 
managers.  The  other  was  in  a  junket 
when  Parvin  Dohrmann  entertained 
institutional  moneymen  at  the  Riviera 
Hotel  in  Las  Vegas. 

Coleman  and  Parvin  Dohrmann 
President  William  C.  Scott  late  last 
month  consented  to  a  permanent  in- 
junction against  violating  federal 
securities  laws.  They  did  so  without 
admitting  to  the  allegations  in  the 
complaint. 

The  case,  however,  is  still  having 
repercussions  having  reached  into  the 
office  of  John  W.  McCormack,  Speaker 
of  the  House  of  Representatives,  and 
has  been  front-paged  across  the  coun- 
try and  featured  in  Life  Magazine. 

An  Old  Game 

An  ancient  technique  for  manipu- 
lating stock  prices  involves  what  Wall 
Street  calls  "painting  the  tape."  How- 
ever, heavy  purchases  by  big  investors 
in  a  thin  market  could  have  the  same 
effect. 

Painting  the  tape  is  older  than  the 
tape  itself.  The  manipulators  buy  and 
sell  in  such  a  way  that  the  public 
begins  to  notice  the  stock:  unusually 
high  volume;  a  closing  price  at  or  near 


the  day's  or  the  week's  high;  creation 
of  price  patterns  that  will  attract  the 
eye  of  chart-watchers. 

The  Parvin  Dohrmann  people  may 
have  simply  been  keeping  institutional 
investors  informed.  They  may  be  in- 
nocent of  any  intent  to  manipulate. 
But  the  fact  remains  that  manipula- 
tion of  stock  prices  is  far  from  un- 
common today.  This  in  spite  of  the 
SEC,  of  intensive  self-policing  by  the 
stock  exchanges  and  brokerage  firms. 

Its  basic  methods  rarely  change. 
They  were  used  by  Jay  Could  and 
Daniel  Drew,  by  the  great  pools  of 
the  Twenties,  by  men  like  Alexander 
Guterma  and  Lowell  Birrell  in  more 
recent  times.  But  stopping  manipula- 
tions remains  a  difficult  task.  The 
subtleties,  the  refinements  and  person- 
nel change  constantly.  The  line  be- 
tween manipulation  and  genuine  spec- 
ulation is  not  always  a  clear  one.  And 
there  are  just  too  many  stocks,  too 
many  brokerage  offices,  too  many  in- 
dividual transactions  for  the  law  to 
catch  more  than  a  small  part  of  the 
manipulations. 

Nevertheless,  one  man  manipu- 
lators have  to  keep  a  sharp  eye  out 
for  is  Robert  M.  Morgenthau,  the  dedi- 
cated and  sophisticated  U.S.  Attorney 
for  New  York's  Southern  District. 
Thanks  largely  to  Morgenthau,  such 
master  manipulators  as  Lowell  Birrell 
and  Alexander  Guterma  have  been 
behind  bars.  Gerardo  A.  Re  and  his 
son,  Gerard  F.,  have  served  time.  Ten 
of  Morgenthau's  73  assistants  special- 
ize in  securities  fraud. 

"The  patterns  of  stock  manipula- 
tion are  fairly  simple,"  says  Morgen- 
thau. "First,  the  manipulators  get  a 
position  in  the  stock  so  that  they  can 
profit  from  the  subsequent  rise.  If 
they  are  insiders,  they  already  have 
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HOW  TO  PUT  NEW  BLOOD  IN  YOUR  SALES  FORCE 
WITHOUT  HIRING  NEW  BODIES 


Simple:  Increase  the  mo- 
tivation of  your  present  sales  force. 
Over  3,500  companies  have  found 
that  what  motivates  best  are  S&H 
Incentive  Plans. 

A  national  mutual  fund 
sales  organization,  for  example, 
doubled  its  business  each  year  for 
5  years  with  S&H  incentives.  An- 
other company  added  $2  million  in 
sales.  An  industrial  manufacturer 
increased  sales  22%. 

Why  are  S&H  incentives 
so  effective?  For  one,  S&H  is  the 
only  nation-wide  company  to  offer 


award  points,  award  certificates, 
travel  awards,  and  the  award  that 
already  motivates  over  75  million 
Americans-S&H  Green  Stamps. 
Each  kind  of  S&H  award  is  redeem- 
able for  thousands  of  attractive 
gifts. 

What's  more,  S&H  is  the 
largest  and  oldest  motivation  com- 
pany in  business.  We  provide  not 
only  sales  incentives,  but  incentives 
for  safety,  attendance,  efficiency— 
everything.  With  our  speed  and  ver- 
satility, we  can  handle  any  incen- 
tive assignment— including  yours. 


S&H  INCENTI\ES-WE  SELL  TOUR  MEN  ON  SELLING. 


FREE  OFFER 

If  you're  responsible  for  incentive 
programs  in  your  company,  mail  in  this 
coupon  for  your  free  S&H  Incentive 
Award  Catalog.  It's  filled  with  thou- 
sands of  desirable  S&H  gifts. 

Incentive  Division,  Dept.FB-U 
The  Sperry  and  Hutchinson  Company 
330  Madison  Ave.,  N.  Y.,  N.  Y.  10017 

Send  me  my  free  S&H  Incentive  Cata- 
log plus  information  on  S&H  incentives. 


YOUR  NAME. 


YOUR  TITLE- 


NAME  OF  YOUR  COMPANY. 

COMPANY  ADDRESS 

CITY STATE_ 


XDS  had  sales  of  hundreds 
of  millions  after  its 
first  day  in  business. 


Xerox  Data  Systems  is  our  new  name.  But  we 
weren't  born  yesterday. 

In  1961  we  started  a  company  called 
Scientific  Data  Systems.  A  handful  of  people 
with  big  plans,  high  hopes,  a  million  dollars, 
and  very  little  else. 

Today  we  have  seven  facilities  and  more 
than  5,000  people.  Several  hundred  million 
dollars'  worth  of  our  computers  are  in  use.  We 
got  here  by  selling  our  computers  mainly  to 
scientists,  engineers  and  other  technical  peo- 
ple. Now  we're  ready  for  the  next  step. 

We're  moving  into  the  business  world. 

We'll  be  up  against  some  real  heavyweight 
competition.  But  our  computers  are  already 
solving  both  technical  and  business  prob- 
lems for  time-sharing  services,  hospitals, 
universities,  and  a  host  of  industrial  custom- 
ers. So  we  have  the  hardware  and  we  have  the 
m  I  m»  mm  experience. 
jf  \  mm  Now  we  also  have  the  backing. 
/V  mm  mm  ' n  fact'  iust  t0  remind  every- 
v — L  .  «=  b:   ~  one  of  who's  behind  us,  we  put 

Xerox  Data  Systems    . ,  .      ,  ,  '  r 

a segundo.caiifomia  Xerox  in  front  of  our  name. 


it."  This  was  charged  in  an  action 
brought  by  Morgenthan,  alleging  a 
manipulation  of  Pentron  Electronics 
in  1966.  The  indictment  charged  that 
the  former  president  himself  was  in- 
volved in  the  manipulation. 

But  manipulators  can  also  take  a 
position  without  the  knowledge  of 
management.  That,  says  the  U.S.  At- 
torney, is  what  happened  in  the  case 
of  three  securities  salesmen  Indicted 
this  past  September  on  charges  of 
manipulating  the  stock  of  Alloys  Un- 
limited, a  $100-million-a-year  maker 
of  electronics  and  aerospace  compon- 
ents. One  of  them  got  hold  of  50,000 
of  Alloy's  available  shares,  according 
to  the  indictment. 

Next,  picking  a  stock  with  very 
small  "float"  (usually  traded  on  the 
American  Exchange  or  over-the- 
counter)  is  basic  for  the  manipulator, 
says  Morgenthan.  "The  stock  may 
have  one  or  two  million  shares  out- 
standing, but  half  of  that  or  more 
may  be  held  by  management  or 
others.  The  manipulator  tries  to  go 
for  a  stock  with  as  few  shares  as  pos- 
sible available  to  the  public.  A  ma- 
nipulation is  like  cornering  the  market, 
but  won't  work  if  too  main  shares  are 
out." 

Some  stocks  are  so  handy  because 
ut  small  floats  that  they  have  been 
used  more  than  once  by  manipulators. 
According  to  government  indictments, 
Pentron  Electronics,  with  a  total  of 
2.8  milhoi  shares  outstanding,  alleg- 
edly was  rigged  twice  within  three 
years,  first  in  1963  by  one  group, 
again  in  1966  by  another  set  of  con- 
spirators. 

Once  a  manipulator  has  a  position 
in  a  thin  stock,  the  next  step  is  to  run 
up  the  price.  Eor  this,  the  manipulator 
usually  needs  partners.  In  the  Fifties, 
he  could  use  boiler  rooms,  where  last- 
talking  salesmen,  freely  making  fanci- 
ful claims,  peddled  securities  on  a 
battery  of  telephones.  ("Now,  Mr. 
tones,  1  guarantee  the  stock  will 
double.  It  has  to.  Just  look  at  all 
that  uranium  the  country  needs.  But 
you  better  buy  right  now.  The  price  is 
going  up  fast.  Ask  your  wife?  No, 
there  isn't  time.  For  your  own  good.") 

"The  boiler  room  with  its  multiple 
telephones  is  out,"  says  Morgenthau. 
"The  substitute  is  to  get  four  or 
five  brokers  or  their  customers'  men 
to  push  the  stock."  The  manipu- 
lator bribes  them  either  with  secret 
cash  payments  or — particularly  if  he 
is  an  insider — with  stock  options. 

"The  character  of  this  type  cus- 
tomers' men,"  says  Morgenthau,  "is 
such  that  they  usually  float  from 
brokerage  house  to  brokerage  house. 
When  the  market  is  down,  you'll  prob- 
ably find  them  selling  aluminum  win- 
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dows."  Such  practices  are  alleged 
in  the  case  of  Hercules  Galion,  which 
involved  16  defendants  and  is  still  to 
come  to  trial. 

According  to  the  original  Federal 
Grand  Jury  indictment,  these  men 
pushed  up  the  price  of  the  stock  on 
the  Amex  in  the  summer  of  1965. 
They  then  dumped  it  on  the  public 
in  1966.  During  that  period  the  stock 
price  went  from  $6.75  a  share  to  a 
high  of  $14.50,  before  nosediving  to 
ST. 50  in  June  of  1966. 

By  the  time  they  were  through, 
the  indictment  continues,  the  manip- 
ulators of  Hercules  Galion  had  a  ring 
of  a  dozen  securities  salesmen  em- 
ployed at  member  firms  of  the  Amer- 
ican and  New  York  stock  exchanges. 
Two  of  the  accused  manipulators 
were  Irving  Projansky  and  his  son, 
Stuart,  then  chairman  and  vice  presi- 
dent, respectively,  of  the  First  Na- 
tional Bank  of  Lincolnwood,  111.  Irv- 
ing was  a  director  of  Hercules  Galion. 
According  to  the  government  charge, 
the  Projanskys  got  some  of  the  money 
for  their  broker  payoffs  by  withdraw- 
ing money  from  the  accounts  of  bank 
customers,  hut  not  recording  the  with- 
drawals on  the  hank  records.  A  num- 
ber of  the  people  named  in  the  Her- 
<  i lies  Galion  plot  also  were  named 
in  the  indictment  charging  the  sec- 
ond rigging  ol  Pentron  Electronics 
in  1966. 

A  sharp  manipulator  will  see  to  it 
that  his  bribed  brokers  are  widely  dis- 
persed throughout  the  country.  This 
makes  their  tape-painting  harder  to 
trace  and  more  convincing.  Bribed 
brokers  from  New  York  to  Los 
Angeles  may  feed  buy  and  sell  orders 
into  the  market  in  timed  sequence. 
They  will  work  the  stock  up  grad- 
ually during  the  trading  hours  so  that 
its  "price  closes  even  or  up  the  next 
day,  or  over  the  period  of  a  week. 

To  paint  the  tape,  the  bribed  broker 
may  be  supplied,  in  part  at  least,  with 
the  manipulator's  own  money  for  buy- 
ing some  shares.  He  may  buy  and  sell 
the  manipulator's  own  shares  in  "a 
wash,"  in  effect  canceling  out  the 
orders  while  creating  the  illusion  of 
market  activity. 

Or,  says  Morgenthau,  "They  simply 
take  advantage  of  the  big  back-office 
jams  that  have  become  part  of  heavy 
market  activity.  They'll  phone  in 
phony  orders  to  make  the  price  jump. 
Or  they  will  take  advantage  of  'fails,' 
not  delivering  the  stock  within  the  re- 
quired five-day  period  after  it  has 
been  ordered.  We've  even  investigated 
cases  where  a  bribed  broker  tells  the 
selling  broker  to  bill  his  bank  for  the 
order.  By  the  time  the  bank  reports 
that  there  is  no  money  in  the  account, 
two  weeks  have  gone  by."  Meantime, 


the  stock  has  been  pushed  up. 

The  object  of  all  this  is  to  suck  in 
the  tape-watchers.  Manipulators  have 
been  quick  to  take  advantage  of  "the 
communications  revolution,"  says  Mor- 
genthau. They  know  there  are  TV 
screens  and  tickers  in  brokerage-house 
branches  nearly  everywhere  in  the 
country.  "This  makes  it  much  easier 
for  the  small  investor  to  see  the  action 
the  manipulators  are  creating." 

Manipulators,  according  to  Mor- 
genthau, also  have  been  quick  to  con 
the  chartists  who  buy  a  stock  on  the 
basis  of  its  "performance"  on  the 
charts.  In  thin  stocks  it  is  not  so  diffi- 
cult to  paint  a  "breakout"  point  on  a 
chart.  When  the  chartists  begin  to 
jump  in,  says  the  U.S.  Attorney,  "they 
become  the  unpaid,  unwitting  em- 
ployees of  the  manipulator"  because 
they  intensify  action  in  the  stock. 

Manipulators,  of  course,  cannot 
paint  the  tape  in  the  vast  over-the- 
counter  market;  there  is  no  tape, 
no  current  quote  flashed  everywhere 
only  moments  after  a  transaction.  But 
that  does  not  stop  the  rigger. 


How Andy  Granatel 


fromamovi 


A  lot  of  Big  Names  are 
making  a  lot  of  big  money  these 
days  endorsing  products  they 
know  nothing  about. 

So  if  you  ve  seen  Andy 
Granatelli  in  Avis  ads  and 
commercials,  you  may  have 
concluded  that  Avis  has  gone 
out  and  bought  itself  just 
another  Big  Name. 

Then  read  on. 

We  got  Andy  Granatelli  — 
one  of  the  world's  foremost 
automotive  experts  —  because 
we  wanted  someone  who  really 
knows,  to  help  us  write  a 
checkout  manual  for  our 
maintenance  men.  Someone 


whose  words  would  be  respecte 
by  a  mechanic. 

Granatelli  has  been  in, 
under,  and  hovering  around  car: 
for  years.  He  has  raced  them, 
repaired  them,  created  them, 


working  for  Ads  differs 


nd  built  a  business  (STP)  around 
hem.  All  with  great  success. 

His  latest  success  is  a  success 
3r  us  as  well:  the  Avis  Checkout 
Manual.  Andy  stands  behind 
:,  and  our  people  do  too. 


Our  people  are  proud  to 
know  they  have  checked  out  a 
new  Plymouth  or  any  of  the 
other  fine  Avis  cars,  just  the  way 
Andy  Granatelli  himself  would 
have  checked  them  out. 

Because  of  our  manual,  and 
the  Avis  people  who  use  it,  we 
will  rent  you  one  of  the  most  de- 
pendable cars  you  can  rent  today. 

You  can  be  sure  of  that. 

Not  because  Andy 
Granatelli's  name  is  behind  it. 

But  because  Andy 
Granatelli  is,  just  as  much  as 


we  are. 


Kyou  think  Avis  tries  harder, 
you  ain't  seen  nothing  yet. 

©AVIS  RENT  A  CAR  SYSTEM,  INC  .  A  WORLDWIDE  SERVICE  OF  ITT 


San  Antonio's 
$100  Million 
'Medical  City' 


America's  13th  largest  city  is  on 
the  threshold  of  becoming  one 
of  the  world's  largest  medical 
centers. 

The  emerging  683-acre  South 
Texas  Medical  Center  will  encom- 
pass a  $100  million  'medical  city' 
. .  .  employing  more  than  10,000 
people.  This  spectacular  complex 
includes  the  University  of  Texas 
Medical,  Dental  and  Nursing 
Schools,  a  Teaching  Hospital, 
America's  first  nuclear-age  hospi- 
tal and  virtually  every  conceivable 
kind  of  medical  facility  and  school. 
The  $24  million,  760  bed  Veterans 
Administration  Hospital  is  in  the 
final  planning  stage. 

In  the  early  1970's,  San  Antonio 
will  have  a  total  hospital  complex 
value  of  one-quarter  billion  dollars 
. . .  and  its  burgeoning  population 
(now  in  excess  of  800,000)  will 
have  12,000  hospital  beds. 

San  Antonio  offers  a  "healthy" 
market  for  your  science-oriented 
industry. 


fiaWwe 


Write  for  San  Antonio  it  Location 
Facts  on  your  letterhead  in  confidence 
to:  O.  W.  Sommers,  General  Manager 

Cow  Pmm  $»o@ii  Bmm 

■■■H  ELECTRICITY  AND  NATURAL  OAB  MBJBMBl 

'Partners  with  You  for  Setter  Business' 

BAN  ANTONIO.  TEXAS  78200 


To  stimulate  the  price  artificially 
and  sell  his  shares  at  a  profit,  he  may 
make  a  deal  with  one  or  more  key 
firms  in  the  over-the-counter  market, 
especially  a  wholesale  broker.  It  is  the 
wholesaler  who  "makes  the  market" 
for  an  over-the-counter  stock.  He  ad- 
vertises his  willingness  to  do  so  in  the 
"pink  sheets"  of  the  National  Quotation 
Bureau,  which  gathers  and  publishes 
the  wholesale  price  ranges  of  over- 
the-counter  securities  every  day.  The 
wholesaler  is  the  intermediary. 
Through  him  flow  orders  from  broker- 
dealers  whose  customers  are  selling  to 
broker-dealers  whose  customers  are 
buying.  Thus,  a  crooked  wholesale 
broker  is  in  a  unique  position  to  con- 
trol the  supply  of  a  rigged  stock. 

Consider  what  came  out  in  June  in 
the  little-publicized  trial  of  five  of 
ten  people  indicted  last  year  for  rig- 
ging the  price  in  1963  of  the  Donbar 
Development  Corp.,  then  a  real 
estate  company  traded  over-the- 
counter.  Four  of  the  five  were  found 
guilty  by  a  U.S.  District  Court  jury 
in  New  York.  Of  the  remaining  five, 
three  previously  had  pleaded  guilty 
and  two  others  are  awaiting  trial. 

According  to  the  indictment,  the 
plot  involved  secret  payments  by  three 
men,  including  Daniel  Kroll,  the  de- 
ceased president  of  Donbar,  to  eight 
stockbrokers.  The  brokers,  in  turn,  in- 
duced customers  to  buy  Donbar  stock. 
The  instigator  of  it  all,  according  to 
prosecution  witnesses,  was  Kroll. 
After  leaving  the  company  he  wanted 
to  dispose  of  some  40,000  shares  of 
Donbar  stock  at  a  good  price  so  he 
could  start  another  business,  accord- 
ing to  court  testimony. 

To  dry  up  the  existing  float  and 
run  up  the  price,  Kroll  lined  up  a 
batch  of  nominee  brokerage  accounts 
he  controlled,  according  to  court  testi- 
mony. (One  was  his  next-door  neigh- 
bor.) To  get  their  cooperation,  he 
guaranteed  them  against  any  losses 
they  might  incur  in  Donbar  stocks, 
making  up  any  losses  out  of  his  own 
pocket. 

These  nominee  accounts  had  several 
uses,  according  to  trial  testimony. 
Through  them  Kroll  could  buy  and 
sell  Donbar  while  remaining  anony- 
mous. Moreover,  nominee  buying 
could     protect     Kroll     flanks     against 

achery, 

"There  are  always  crooks  who  try 
to  outcrook  the  crooks  in  this  game," 
says  Assistant  U.S.  Attorney  Daniel 
Sullivan.  "They  hear  of  a  scheme  like 
this  to  run  up  the  price  and  they  sell 
short,  figuring  the  price  will  fall  later 
on.  Nominee  buying  can  be  used  to 
keep  the  price  rising  to  forestall  short 
selling.  It  makes  the  shorts  jittery  and 
they  buy  to  cover,  which  only  drives 


up  the  price  even  more." 

Another  reason  the  manipulator  has 
to  watch  out  for  treachery,  according 
to  Sullivan,  is  this:  The  cooperating 
brokers  are  supposed  to  see  to  it 
that  the  stock  they  move  into  cus- 
tomers' accounts  stays  in  the  cus- 
tomers' accounts.  Otherwise  it  might 
come  onto  the  market  and  foul  up  the 
price-rigging  operation.  But  sometimes 
the  bribed  brokers  will  doublecross  by 
quietly  selling  stock,  which  the  ma- 
nipulator has  to  buy  up  or  see  his 
whole  scheme  collapse.  This  is  known 
as  "backdooring." 

At  first  Kroll,  who  had  a  wholesale 
broker  policing  the  stock,  seemed  to 
have  it  made.  The  price  of  Donbar, 
according  to  prosecution  testimony, 
rose  from  about  $3  to  $4.50  in  a  few 
weeks.  But  as  Kroll  began  selling, 
the  bribed  brokers  exhausted  their 
customer  lists,  says  Sullivan,  and  more 
brokers  had  to  be  added  to  the  con- 
spiracy. Finally,  the  whole  scheme 
ran  out  of  steam  when  Kroll  ran  out 
of  brokers,  according  to  a  prosecution 
witness.  Ironically,  about  a  month 
afterward,  Kroll  suddenly  died  of  a 
heart  attack  at  the  age  of  47.  A  year 
later  the  stock  was  selling  at  12/2 
cents  a  share. 

If  the  manipulator  is  operating  on 
a  big  scale — Kroll  was  not — pub- 
licity is  important  to  him.  It  helps 
attract  buyers,  helps  "explain"  the 
rise  which  is  under  way. 

One  of  the  most  common  methods 
is  to  bring  in  a  financial  public  rela- 
tions firm.  Some  of  these  are  legiti- 
mate. Others  have  little  to  do  either 
with  finance  or  with  public  relations, 
but  they  do  know  how  and  where  they 
can  persuade  a  brokerage  house  or  a 
market  letter  or  a  publication  to  accept 
their  "story"  about  their  clients.  Some- 
times these  firms,  as  a  cover,  sign  up 
a  few  highly  respectable  clients  at 
modest  fees  for  conventional  public 
relations  work;  this  makes  them  look 
legitimate  to  people  to  whom  they 
want  to  sell  their  "stories." 

The  still-famous  "Special  Study  of 
Securities  Markets"  by  the  SEC  in  the 
early  Sixties  detailed  the  effect  such 
publicity  can  have.  According  to  the 
SEC,  "examples  were  found  in  which 
a  single,  carefully  'placed'  article  had 
the  effect,  within  a  few  days,  of 
trebling  the  price  of  a  stock  with  a 
thin  floating  supply." 

Just  how  much  of  this  kind  of 
touting  still  goes  on  is  hard  to  de- 
termine. But  some  of  the  more  no- 
torious stock  publicists  of  the  past 
are  still  with  us,  though  they  some- 
times operate  under  a  new  name  for 
their  public  relations  firm,  or  are 
in  business  with  someone  else. 
Examples     of     the     handiwork     con- 
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If  your  profits  depend 
on  bright  ideas, 
protect  them. 


A  successful  company's  officers  and  directors 
include  aggressive  idea  men.  Men  who  can 
make  important  decisions  and  put  bright 
ideas  into  action.  They  function  best-and 
most  profitably  for  your  company- when  they 
are  protected  against  personal  liability  for 
actions  they  take  on  behalf  of  the  company. 
By  properly  designed  Directors  &  Officers 
Liability  insurance. 

As  brokers,  J&H  has  had  vast  expe- 
rience in  negotiating  this  coverage  for  every 
type  of  business  from  banking  to  manufac- 
turing. And  is  fully  aware  of  the  difficulty  often 
encountered  in  arranging  this  protection. 

When  coverage  is  devised  with  thor- 
ough understanding  of  all  the  risks  involved, 
it  is  not  as  difficult  to  find  insurers  willing  to 
underwrite.  And  because  we  know  this  field 
so  intimately,  our  clients  will  receive  outstand- 
ing attention  when  they  need  it  most-when 
someone  attacks  their  bright-idea  men. 

Our  approach  as  insurance  brokers 
and  employee  benefit  consultants  has  one 
aim  —  protecting  your  profits. 


Johnson  &  Higgins 

In  major  cities  in  the  United  States.  Canada,  around  the  world,  and  at  63  Wall  Street,  New  York.^fc^F  ^fc^^ 
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Crowding  The  Rail?  For  some  people,  playing  fhe 
stock  market  is  like  playing  the  horses,  but  sometimes, 
too,  the  horse  races  get  involved  in  the  stock  market. 
The  Roosevelt  Raceway  (above)  was  the  subject  of  an 
action  by  the  Securities  &  Exchange  Commission  last 
month.  The  SEC  accused  Madison  Square  Garden  Corp. 
and  Goldman,  Sachs  &  Co.  of  working  together  to 
manipulate  the  price  of  Roosevelt  Raceway  stock.  Their 


m 


alleged  object:  to  get  the  price  out  of  the  reach  of 
G&W  Land  &  Development,  which  wanted  to  get  con- 
trol of  Roosevelt  and  had  made  a  tender  offer  for  it. 
The  SEC  did  not  accuse  anyone  of  manipulation  for 
profit,  so  this  is  far  from  being  a  run-of-the-mill  case. 
But  it  does  illustrate  the  complexities  of  regulating 
securities  trading.  Madison  Square  and  Goldman, 
Sachs    denied    any    violations    of    the    securities    laws. 


tinue  to  crop  up  in  new  government 
indictments   for  manipulation. 

There  is  even  an  underworld  of 
specialists  in  stock  touting.  Still  on 
Morgenthau's  docket  is  the  case  of 
VTR.  Inc.  According  to  a  government 
indictment,  six  years  ago  VTR's  former 
president  and  chairman,  Harold  N. 
Leitman,  and  several  associates  tried  to 
clump  on  American  investors  a  batch 
of  the  company's  unregistered  shares, 
stashed  away  in  numbered  accounts 
in  Swiss  banks.  Leitman,  according  to 
the  Government,  teamed  up  with 
such  a  specialist— "Miami  Al" 
Laurence,  a  convicted  stock  promoter 
who  was  put  on  probation  in  1963 
for  a  fraudulent  oil  stock  deal  in 
Florida.  Laurence's  job,  as  the  indict- 
ment describes  it,  was  to  travel  all 
U.S.,  Europe  and  the  Far 
lout iu«  the  stock  with  every 
'  rim — from  talk  of  im- 
pending with  much  bigger 
outfit  issertion  that  "VTR  was 
going  to  be  another  or  Syntex." 
indictment  continues, 
went  ■  fai  as  to  represent  himself 
to  the  unsuspecting  as  a  former  Har- 
vard economics  professor  and  also  as 
a  member  of  a  group  wl  buy- 
ing into  VTR  ily  to  get  con- 
trol ol  VT 

(This  c.i ..     by  tl  King 

to    do    with    tin  ion    by    the 

American  Stocl  i  ist  month 

of  trading   in   \  I 

now       under       in  •        phony 

orders    were    phonei      in    to    bi 
by  someone  impers 

brokers.  Tin-  latter  saj  that  they  nev<  r 
made  such  calls  which  were  probably 
ned    to    drive    up    VTR's    price, 
according  to  Wall  Street  officials.) 

Why.  since  the  investigators  a 
familiar   with    the   methods    and    even 


with  many  of  the  personalities,  do  the 
frauds  and  swindles  and  rookings  still 
go  on?  A  major  problem  is  that  stock 
swindlers,  like  other  citizens,  have 
their  legal  rights  and  are  usually  pret- 
ty determined  to  assert  them. 

One  of  the  most  famous  cases  in- 
volved manipulation  of  unregistered 
shares  of  United  Dye  &  Chemical. 
This  involved  an  11-month  trial,  to 
this  day  the  longest  criminal  trial  in 
U.S.  history.  Even  a  much-less-com- 
plicated manipulation  case  such  as 
Donbar  Development  took  seven  weeks 
to  try. 

Beyond   A   Doubt 

In  criminal  cases,  government  pros- 
ecutors must  prove  "beyond  a  reason- 
able doubt"  that  a  manipulation  was 
intended.  That  is  very  difficult.  Manip- 
ulators use  many  buying  and  selling 
techniques  that  in  themselves  are  ac- 
cepted procedures  in  the  securities 
markets.  It  is  how  they  put  them  to- 
gether and  for  what  purpose  that 
counts.  "You  are  trying  to  figure  out 
how  a  man's  mind  works,"  says  one 
Wall  Street  official.  "Did  he  buy  the 
stock  to  manipulate  it?  Or  did  he 
buy  it  because  he  thought  it  was  a 
good  buy?"  For  such  reasons,  the 
great  majority  of  stock  manipulations 
go  undetected  and  unpunished. 

Another  problem:  Swiss  and  other 
banks  where  numbered  accounts  are 
legal.  Only  now  is  Morgenthau  get- 
ting real  cooperation  from  the  Swiss. 
Even  so  it  is  no  simple  matter  to 
name  the  real  person  behind  security 
sales  and  purchases  out  of  numbered 
nuts. 

Detecting  a  manipulation  is  almost 
ifficult  as  proving  one.  In  recent 
both  the  New  York  and  Amer- 
ican stock  exchanges  have  improved 


their  surveillance  procedures.  Both 
now  have  elaborate  computerized 
stockwatch  systems  to  detect  heavy 
concentrations  of  buying  and  wide 
price  variations  in  the  stocks  they  list. 
The  computers  are  programmed  to  re- 
act whenever  the  price  of  a  stock 
violates  an  established  norm  for  that 
particular  issue.  They  also  can  in- 
stantaneously spit  out  the  trading  pat- 
tern over  a  period  of  weeks. 

The  National  Association  of  Securi- 
ties Dealers  expects  to  have  a 
similar  stockwatch  operation  through 
the  automated  system  that  will  go 
into  effect  in  the  over-the-counter 
market  in  1971. 

Such  operations,  says  Morgenthau, 
have  probably  reduced  the  attempts 
to  manipulate  many  stocks.  So  have 
the  efforts  of  his  office.  But  the  game 
goes  on.  It  is  in  fact  happening  today. 
The  eases  normally  are  broken  only 
when  one  accused  swindler  turns 
state's  witness  and  implicates  others. 
Or  when  the  market  goes  down. 

"That  is  when  the  people  who  got 
burned  write  us  letters  or  come  in 
and  complain,"  says  Morgenthau. 
"When  people  make  money,  they 
don't  complain." 

It  all  boils  down  to  this:  As  long 
as  people  buy  stocks  on  tips,  as  long 
as  they  fail  to  use  the  vast  amount  of 
detailed  and  intelligent  information 
available  to  them,  as  long  as  they 
treat  securities  as  though  they  were 
some  kind  of  numbers  same — stock 
manipulation  will  continue.  And  as  it 
is  becoming  increasingly  clear,  the 
institutional  investors  are  far  from 
immune.  The  stakes  are  so  high  and 
enforcement  so  difficult  that  men  like 
Morgenthau  can  do  no  more  than 
make  the  would-be  swindlers  think 
twice  and  proceed  with  caution.  ■ 
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Union  Camp  is  developing  a  brand  new  product.  Land. 


Land  is  not  exactly  new  to  us.  We  own  or 
control  over  1.6  million  acres  of  it.  Mostly 
timberland. 

But  land  development?  Well,  some  of  our 
holdings  are  simply  too  valuable  and  too  stra- 
tegically located  for  growing  trees.  (Water- 
front property,  for  example. )  And  the  public's 
demand  for  land  is  explosive. 

So  we  acquired  a  majority  interest  in  The 
Branigar  Organization — a  leader  in  residen- 


tial and  recreational  land  development.  It's 
a  natural  for  growth.  Choice  acreage,  plus 
some  of  the  best  know-how  in  the  business. 

Think  about  it  next  time  you're  considering 
investing  in  a  vacation  or  retirement  home,  a 
golf  course,  resort  or  other  recreation  facility. 

Come  to  Union  Camp  country. 

Where  more  than  trees  are  growing. 

Union  Camp  Corporation,  233  Broadway, 
New  York,  N.Y.  10007 


Union  Camp 
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Blindfold  your  secretary 

and  find  out  if  the 

towels  you're  using 

are  as  soft  as 

Fort  Howard's. 


The  softer  the  towel,  the  better 
the  quality.  Today  all  quality 
towels  have  good  absorbency 
and  wet  strength.  The 
difference  between  good 
quality  towels  and  top  quality 
towels  is  softness. 

Softness  is  a  personal 
thing.  There  are  laboratory 
tests  to  tell  you  which  is 
the  softer  towel. 
-_^  But  laboratories  don't  use 

fajki     Er\t      towels,  people  do.  And  they 
\g    ^^  use  softer  towels  longer. 
/BSo  they  use  less. 
And  when  it  comes  to  softness  our  Palmer®  Handi- 


fold® towel  is  the  softest  C-fold  towel  you  can  buy. 
Test  it  yourself.  Blindfold  your  secretary.  Then 
give  her  a  Palmer6  Handifold®  towel  and 
one  of  the  towels  you're  now  using. 
Ask  her  to  rub  them  between  her 
fingers  and  tell  you  which  one's 
softer.  She'll  probably  choose  the 
Fort  Howard  towel. 
Need  a  blindfold?  Write  us  on 
your  business  letterhead  and  we'll 
send  one  of  our  men  over  with  a 
"Softness  is  a  Personal  Thing"  test  kit. 
It  contains  a  blindfold  and  a  sample  of 
Palmer®  Handifold®  towels.  Everything 
you  need  to  make  the  test. 
Except  the  secretary. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


A  North  American  Philips  company 
invents  the  electronic  stock  clerk 

for  retailers. 


Keeping  stocks  adequate  in 
retail  stores  is   a   dilemma.   Ample 
reserves  are  costly  and  take  up  valu 
able  space.  But  if  you  try  to  go  light 
you  run  out  of  things  and  disappo 
customers. 

Stores  have  to  keep  big  invento 
simply  because  it  takes  so  long  to  re 
Orders  have  to  be  written  up,  mai 
computer  center,  then  sent  to  ware 
processing  and  shipping.  The  whole  routine  might 
take  four  days  or  more. 

It's  not  that  alternatives  haven't  been  tried.  Tele- 
phone hot-lines.  Tape-by-mail.  And  others.  But  none  has 
solved  the  whole  problem. 

Then  Digitronics  had  an  idea 

Digitronics  Corporation,   a  subsidiary  of  North 

American  Philips,  reduced  the  problem  to  its  essentials 

and  developed  a  unique  solution:  the  DATA-VERTER® 

system... a  low-cost,  portable  electronic  ordering  device 

that  can  be  rolled  through  the  store  like  a  shopping  cart. 

A  supermarket  stock  clerk,  for  example,  wheels 

his  DATA-VERTER  recorder  down  the  aisles,  re-crdering 

tapping  out  code-numbers  on  a  simple   key- 

'   At  day's  end,  he  puts  the  handset  of  an  ordinary 

s  transmitter,-  and  the  magnetic-taped 

ectly  to  the  central  computer.  De- 

next  morning,  instead  of  days  later. 

;s  easy  to  use,  and  actually  costs 

;he  computer  by  mail.  It  virtu- 

And  it  reduces  inventories 

v  some  users  — like  super- 

■'•ze  of  their  stockrooms 

e  for  selling. 

be  used  effectively 
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by  almost  any  kind  of  retail  chain  orsyndi 
cate,-  and  several  of  the  major  fooc 
chains,  including  A&P  and  Food  Fair 
are  already  using  it. 

And  Digitronics,  whose  busines: 
is  data  acquisition  and  communications 
also  makes  its  DATA-VERTER  equipmen 
vailable  in  versions  which  automatically 
nsmit  a  store's  order  whenever  called  for  b^ 
ntral  computer.  A  handy  added  feature  fo 
some  companies. 

E  pluribus  unum 

Digitronics  is  one  of  forty-six  subsidiaries  and  divi 
sions  of  North  American  Philips  Corporation.  Togethei 
they  produce  a  wide  scope  of  products. 

But  all  of  these  activities  have  one  thing  in  com 
mon.  They  concentrate  in  areas  with  outstanding  rate 
of  growth:  electrical/electronic,  chemical/pharmaceuti 
cal,  professional  equipment,  and  consumer  products  an> 
services. 

And  North  American  Philips'  companies  have 
happy  instinct  for  developing  ideas  that  flourish  in  thes 
burgeoning  fields.  In  electronics,  for  instance,  Nort 
American  Philips  has  also  made  its  mark  with  an  extrao 
dinary  camera  tube  which  revolutionized  color  televisiot 
In  consumer  products,  we  have  the  famous  Norelco  ele< 
trie  shaver.  In  professional  equipment,  an  image  intens 
fication  system  that  vastly  reduces  a  patient's  exposu 
to  X-rays,  so  a  surgeon  can  continually  watch  intern 
body  functions  during  an  operation.  In  pharmaceutica 
a  new  vaccine  for  German  measles. 

If  any  of  this  sounds  interesting  to  you  as  an  i 
vestor,  send  for  our  annual  report.  Write  to  the  Pub 
Relations  Dept.,  North  American  Philips  Corporatic 
100  East  42nd  Street,  New  York,  New  York  10017. 


North  :       -rican  Philips  Corporation 


Advonce  Transformer  'All, once  Manufactu,  ,n  , |  ,ducts .  Amperex  Electronics  •  Anchor  Brush  •  Anchor  Serum  •  Business  Products  Division  •  Carolina 

,,.     .    ,h°?,P    i      S°'  "  ChlCQ9°  Ma9ne*  ^ire  "  P'S"'0'  r°»i°n  '  Oialight  Division  •  Dubbings  Electronics  •  Electrical  Industries  •  Ferroxcube  Corporation 

The  A.  W.  Haydon  Company  •  Home  Appliance  D.visfol  ,  Entertainment  Products  Division  •  Invac  Division  •  Kulka  Electric  •  Medical  Systems  Division  •  Mepco 

Mercury  Records  •  Ohrnite  •  Philips  Broadcast  Equlpmer        ,rp.  •  Philips  Electronic  Instruments  •  Philips  Elmet  •  Philips  Laboratories  •  Philips  Roxane  Laboratories 
Price  Electric  Company  •  Radiant  Lamp  •  Herman  H.  Smith,  Inc.  •  Thompson-Hayward  Chemical  •  Training  and  Education  Systems 
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Booby  Prize 


What  happens  when  a  takeover  flops?  Sometimes  the 
would-be  acquisitor  ends  up  being  a  stuckho/der  (sic). 


With  the  federal  crackdown  on  merg- 
ers, the  action,  so  the  pundits  say, 
is  going  to  shift  to  smaller  conglom- 
erates who  are  less  likely  to  have  anti- 
trust problems.  Maybe  so.  But  it  past 
experience  is  any  guide,  some  of  these 
baby  conglomerates  are  going  to  end 
up  getting  in  trouble  in  the  process 
of  trying  to  get  bigger. 

Take  little  (S13-million  sales)  Mite 
Corp.  of  New  Haven,  Conn.,  a  maker 
of  electronic  products.  Its  president, 
Robert  J.  Blinken,  used  to  run  ads 
in  the  \V«//  Stint  journal  urging 
small  companies  seeking  to  be  ac- 
quired to  write  to  a  blind  box  num- 
ber. Having  landed  a  couple  ot  ac- 
quisitions this  way,  and  with  his 
stock  selling  this  past  spring  at  over 
40  times  earnings,  Blinken  was  ready 
to  try  tor  bigger  fish.  Shortly  there- 
after, his  broker-brother  Donald  Blink- 
en of  E.  M.  Warburg  &  Co.  helped 
arrange  a  meeting  with  an  unhappy 
group  of  stockholders  from  Heli-Coil 
Corp.,  a  $20-million  i  sales)  Connecticut 
maker  of  machining  products  and 
supplies.  The  stockholder  group  and 
Blinken  made  a  deal  to  exchange  the 
Heli-Coil  shares,  9%  ol  the  outstand- 
ing, for  Mite  stock.  Then  Blinker 
approached  Eduard  Baruch,  Heli- 
founder  and  president,  with  an 
oiler  to  merge  Mite  and  Heli-Coil 
on  the  same  terms.  Baruch  was  Fu- 
rious. 

"It  was  such  a  pat  hand  they  were 
playing,"  says  Baruch,  63,  a  vintage 
old-style  businessman.  "They  were 
just  going  through  the  amenities  with 
me."  He  had  been  burned  once:  In 
1956  he  lost  control  ot  his  company 
for  a  year,  and  it  cost  him  $1  million 
to  buy  it  back.  "I  have  no  respect  for 

Baruch  of  Heli-Coil 


them,"  he  continues,  lumping  Blinken 
indiscriminately  with  Bluhdorns  and 
Lings.  "They're  manipulators  and  not 
operators.  I  only  respect  someone  who 
works  his  way  up  through  the  ranks." 
Step  fay  Step 

Ignoring  Baruch,  the  Mite  people 
made  a  tender  ofler  for  Heli-Coil  stock- 
garnering  another  15%.  Baruch  reacted 
vigorously  to  the  challenge:  "I  went  to 
our  counsel  and  said,  'Look,  this  is  a 
raid.  What  are  the  classic  defenses?'  " 
When  Blinken  filed  his  preliminary 
prospectus,  Baruch  got  a  temporary 
restraining  order.  Weeks  passed  while 
Heli-Coil  delayed  in  court,  using  the 
time  to  prepare  its  defenses.  Blinken 
hired  lawyers  and  specialists  in  proxy 
fights  and  tender  oilers;  Baruch  sup- 
plemented his  battery  of  lawyers  by 
hiring  as  adviser  Dan  Lufkin  of  Don- 
aldson, Lulkin  &  Jenrette.  Baruch  an- 
nounced that  he  would  seek  by-law 
changes  at  the  annua!  meeting  re- 
quiring 80S:  control  for  a  takeover; 
Blinken  got  a  court  order  to  delay 
the  meeting. 

In  the  end  Baruch  was  the  winner. 
The  tender  gathered  about  36%  of 
Heli-Coil's  outstanding  common,  but 
Baruch  won  his  proxy  fight  by  push- 
ing through  the  80%  rule,  which 
should  prevent  a  take-oxer  any  time 
soon.  Blinken  thinks  he  eventually  will 
get  control.  But,  Baruch  retorts  coldly: 
"Mite  can't  print  enough  paper  to 
make  it  worthwhile." 

With  Mite  stock  having  fallen  from 
22  to  1 1  since  the  company  first 
made  its  tender  offering,  Baruch 
seems*  to  be  right.  Which  would  leave 
Mite  a  likely  long-term  investor  in 
Heli-Coil  stock.  Not  exactly  what 
Blinken  had  in  mind.  ■ 

Blinken  of  Mite 
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In  our  four  years  of  close  associa- 
tion with  Lums,  we  feel  that  we 
have  had  a  lot  to  do  with  their 
success  story. 

In  this  period,  Lums  has  grown 
from  a  small  local  group  of  restau- 
rants to  an  international  chain  of 
well  over  400  company-owned  and 
franchised  restaurants.  Recently, 
Lums  stock  was  listed  on  the  New 
York  Stock  Exchange. 

We  created  the  marketing  pro- 
gram and  handled  the  sales  of 
Lums  franchises  throughout  this 
growth  period.  We  are  prepared  to 
offer  our  experience  in  creative 
marketing  and  franchising  to  an 
additional  number  of  expansion- 
minded  clients.  Call  or  write. .. 
E.  C.  K.  Chivers  & 
Associates,  Inc. 

P.O.  Box  1067-  F 
Buena  Vista  Station 
Miami,  Florida  33137 
(305)  373-6373 
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Faces  Behind  the  Figures 


More  Than  Smoke 

Chaihman  Joseph  F.  Cullman  III 
of  Philip  Morris  still  smokes  like  a 
steam  locomotive,  but  he  is  also  un- 
comfortably aware  that  not  every- 
body feels  the  way  he  does  about 
cigarettes.  So  like  all  tobacco  men 
— and  earlier  than  most — he  has 
been  diversifying  into  other  con- 
sumer products.  In  the  last  15  years 
he  has  acquired  some  20  compa- 
nies, and  in  the  process  picked  up 
such  brands  as  Clark  (chewing 
gum),  Personna  (razor  blades), 
SteriSharp  (surgical  instruments) 
and  Miller  High  Life  (beer). 
Thanks  to  these  moves  and  also 
to  Philip  Morris'  highly  success- 
ful   overseas    expansion    program, 


the  company's  per-share  profits 
have  more  than  doubled  in  the 
last  five  years,  from  $2.02  to  S4.37, 
on  a  sales  gain  of  just  over  50%. 
Earnings  were  up  again  in  the  first 
nine  months  of  this  year,  by  a 
sparkling  18%. 

Now  Cullman  is  gaining  a  foot- 
hold in  a  very  different  sort  of  busi- 
ness: real  estate.  He  is  doing  so 
through  the  proposed  acquisition 
of  a  substantial  interest  in  Mission 
Viejo,  a  Southern  California  real 
estate  developer.  "They've  got  11,- 
000  acres,"  Cullman  says,  "ideally 
situated  in  what  is  probably  the 
fastest-growing  area  in  the  USA, 
between  Los  Angeles  and  San 
Diego.  It's  a  going  concern,  we're 
not  moving  in  from  scratch."  ■ 


Opportunities    behind   the 
Iron  Curtain 

Trade  between  the  U.S.  and  east- 
ern bloc  countries  is  a  sensitive 
subject,  but  President  Nixon's  re- 
cent visit  to  Bucharest  is  making 
it  more  respectable.  The  State  De- 
partment supports  it,  and  the  Com- 
merce Department  gives  it  official 
blessing  where  nonsensitive  tech- 
nology is  concerned. 

Helping  it  grow  is  Cyrus  Eaton 
Jr.  Like  his  father  (the  now-legen- 
dary figure  who  founded  Repub- 
lic Steel,  and  is  still  chairman  of 
the  Chesapeake  &  Ohio  Railway), 
he's  dedicated  to  reducing  East- 
West  tensions.  Unlike  his  father, 
he's  approaching  this  strictly  as  a 
businessman — and  one  who  says 
that  business  is  good  and  getting 
better  all  the  time. 

Now  51,  Cyrus  Jr.  bloomed  late 
as  a  businessman.  Soft-spoken  and 
shy,  he  quit  Colgate  in  1941  to 
fight  in  World  War  II.  He  rose  to 
captain,  was  captured  and  finally 
mustered  out  with  no  very  clear 
idea  of  what  he  wanted  to  do. 

He  says  drily,  "I  worked  as  a 
steel  salesman  for  one  of  my 
lather's  companies  lor  a  while,  at 
a  time  when  the  last  thing  any- 
body needed  was  a  steel  salesman."' 
Later  he  ran  one  of  Cyrus  Sr.'s 
iron  ore  development  operations  in 
Canada  for  six  years.  The  under- 
standing was  that  Cyrus  Sr.  would 
not  interfere,  but  the  younger 
Eaton  recalls  differences  of  opinion, 
and  eventually  he  gave  it  up. 

After  a  restless  period  of  sitting 
on   the   boards  of  some  of  Cyrus 


Cyrus  fofon   Jr. 


Jo—ph  f.  Cullman  III 


Sr.'s  companies,  he  struck  out  on 
his  own  in  1964  to  form  Tower 
Internationa],  Inc.,  dedicated  to 
promoting  East-West  trade. 

"It  was  slow  going  at  first," 
Cyrus  Jr.  concedes.  "We  lost 
money  the  first  two  years."  But 
times  have  been  changing,  as  re- 
cent franchise  deals  for  Hertz  and 
Avis  at  the  Moscow  airport  show. 
Cyrus  Jr.  helped  arrange  construc- 
tion of  Inter-Continental  Hotels  in 
Bucharest,  Prague,  Budapest  and 
Zagreb,  a  Hilton  in  Budapest,  and 
a  string  of  Holiday  Inns  throughout 
Eastern  Europe.  The  governments 
will  own  them,  the  hotel  chains  will 
supply  technical  and  planning  as- 
sistance, while  Tower  International 
provides  the  financing.  Eaton  also 
arranged  filming  of  an  M-G-M 
movie,  The  Fixer,  in  Hungary. 

He  says:  "We  averaged  about 
$40  million  worth  of  business  in 
1967,  $50  million  in  1968,  and  it 
may  go  much  higher  this  year."  As 
far  as  profit  goes,  he'll  say  only: 
"Our  return  on  investment  is  much 
more  than  the  usual  American  re- 
turn, because  this  began  as  a  high- 
risk  situation.  We  don't  just  act  as 
middlemen,  we  become  principals 
and  guarantee  against  risks."  He 
adds,  however,  that  the  risks  have 
not  been  as  great  as  expected. 

"The  people  in  Eastern  Europe 
want  American  knowhow  ami  are 
willing  to  pay  top  dollar  for  it," 
Eaton  says.  "Our  competition  from 
western  European  companies  is 
intense,  but  from  what  I've  seen, 
the  opportunities  are  there  if  Amer- 
ican companies  want  to  take 
them."  ■ 
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George  E.  Keck 

Prudent  Man 

In  these  days  of  fancy  bookkeep- 
ing, it's  a  great  temptation  for 
man)  managements  to  make  tins 
years  earnings  look  as  good  as 
possible — and  worry  about  tbe  fu- 
ture when  it  tomes.  Square-jawed, 
precise  George  E.  Keek,  presi- 
dent of  U  AL.  Inc.,  parent  of 
United  Air  lanes,  doesn't  operate 
that  way,  however.  Last  month 
be   reported   that    UAL's   earnings 

for  the  first  three  quarters  ot 
L969  were  $39.5  million,  up  7 
from  the  same  period  in  1968 
on  a  1T'<  gain  in  revenues.  But 
Keek  took  pains  to  point  out 
that  I  VL  could  have  looked  even 
better  bad  it  chosen  to  exercise 
all    of    its    bookkeeping    options. 

Main  airlines — American  and 
Eastern  among  them — have  been 
taking  the  investment  credit  im- 
mediately into  income,  rather  than 
spreading  it  over  the  life  of  tbe 
equipment.  Since  airlines  are  huge 
spenders,  this  is  no  small  item. 
Had  UAL  taken  the  whole  amount 
into  income.  Keck  said:  "Our  re- 
ported net  would  be  increased 
by  $17.5  million  [in  the  1969 
period],  $13.6  million  in  1968." 
The  company's  earnings  would  have 
showed  as  S3. 09  a  share  rather  than 
$2.12. 

Why  this  caution?  Said  Presi- 
dent Keck:  ".  .  .  realization  [of 
the  investment  credit]  is  contin- 
gent upon  the  adequacy  of  future 
earnings."  Which  is  a  prudent 
man's  way  of  dealing  with  a  sit- 
uation where  costs  are  soaring, 
capacity  growing  and  traffic  growth 
leveling  off.  ■ 


The  Buck  Beautiful 

The  final  scene  of  the  movie 
Alice's  Restaurant  shows  Alice 
standing  near  her  deconsecrated 
church  gazing  pensively  into  the 
future,  the  implication  being  the 
beautiful  lite  is  fine  for  a  while.  .  .  . 

But  what  really  happens  to  hip- 
pies who  grow  up?  Well.  29-year- 
old  Alice  Brock,  who  once  ran  the 
restaurant  that  inspired — if  that 
is  the  word — both  the  Arlo  Guthrie 
song  and  the  movie,  has  discovered 
the  restaurant  franchising  business. 
Or  to  put  it  more  accurately,  Wall 
Street  has  discovered  Alice.  The 
idea  of  Alice's  Restaurant  already 
having  enjoyed  promotion  worth 
millions  was  simply  too  good  to 
pass  up.  And  the  backers  of  Alice's 
Restaurant,  Inc.  include  some  of 
the  sharpest  professional  franchisers 
in  the  business:  Franchising  Spe- 
cialists,   Inc. 

Miss  Brock  already  talks  like  a 
promoter.  She  says  of  her  concept: 


"When  people  sit  down  to  eat,  the 
generation  gap  closes  for  the  time 
being.  The  atmosphere  is  just  as 
important  as  the  food." 

The  atmosphere  of  Alice's  Res- 
taurants might  be  called  New 
England  Presbyterian,  right  down 
to  a  church-type  entrance  with 
stained-glass  windows  and  a  big 
helping  of  Americana  inside.  But 
it's  also  a  low-cost  package  be- 
cause the  decor  can  fit  into  campy 
old  buildings  like  churches,  fire 
stations  and  warehouses. 

Alice  is  a  major  stockholder  in 
Alice's  Restaurant.  Inc.,  but  she 
quickly  grants  that  she  will  be 
more  active  in  the  atmosphere  end 
than  the  business  one,  assisting  in 
menu  planning  and  decor  and 
participating  in  all  grand  openings. 

Arlo  Guthrie  didn't  know  what 
he  was  starting  when  he  wrote 
that  song  about  how  he  dumped 
some  of  Alice's  garbage  over  a 
cliff  that  Thanksgiving  day  three 
years  ago.  ■ 


Alice    Brock 
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The  Effluent  Society: 

how  we  can  help 

clean  it  up. 


Each  day,  173  billion  gallons  of  sew- 
age and  waste  flow  into  the  waters  of 
America.  As  a  result,  many  of  our 
rivers  and  lakes  are  dying.  Some  are 
already  dead.  And  year  after  year,  the 
rate  of  pollution  is  steadily  increasing 
as  our  population  continues  to  grow. 
Although  many  cities  and  towns 
have  taken  steps  to  curb  the  outpour- 
ing of  harmful  effluents,  our  country 
is  falling  far  behind  in  the  protec- 
tion of  its  water  resources.  But  there 
is  no  reason  why  our  usable  water 
supply  cannot  be  saved.  Technology 
and  equipment  exist  today  to  pro- 
vide communities  of  all  sizes  with 


modern  waste  treatment  facilities. 

FMC  Corporation  is  a  major  sup- 
plier of  water  pollution  control  equip- 
ment, and  a  source  for  chemicals  used 
in  water  treatment.  Through  our  Chi- 
cago Pump  and  Link-Belt  operations, 
we  have  pioneered  the  development 
of  products  and  processes  that  effec- 
tively treat  sewage. 

Putting  important  ideas  to  work— 
ideas  that  benefit  nearly  everyone  in 
some  way  every  day— is  a  continuing 
practice  at  FMC.  For  more  informa- 
tion on  our  diversified  activities,  write 
FMC  Corporation,  Executive  Offices, 
San  Jose,  California  95106. 


FMC   CORPORATION 

Putting  ideas  to  work  in  Machinery  Chemicars  Defense  Fibers  &  Films 

PRINCIPAL  PRODUCTS;  AVISCO  fibers;  packaging  films;  Industrial  strappings  □  BOLENS  compact  tractors  □  CHICAGO  waste  treatment  systems  O  CHIKSAN  OC  T  WECO 
oil  industry  equipment  a  FMC  food  processing  equipment;  packaging  4  converting  machinery;  systems  engineering  a  FMC  industrial  4  specialty  chemicals  a  FMC  de 
tense  materiel  a  GUNOERSON  railcars  4  marine  vessels  a  JOHN  BEAN  agricultural,  automotive,  airline,  4  fire  fighting  equipment  D  LINK-BELT  power  transmission  materials 
handling,  4  construction  equipment  a  NIAGARA  agricultural  chemicals  4  seeds  a  PEERLESS  4  COFFIN  pumps  D  SYNTRON  4  STEARNS  electromagnetic  equipment 


ji«-b*.u wuuuu* 


Faces  Behind  the  Figures 


Edward  T.  Baumgarfner 


The  High-Sfyle  Haulers 

Buyers    of    heavy    trucks,    almost 
alone   among   automotive   custom- 
ers, should  buy  without  regard  for 
styling.    After    all,    their    big    rigs 
are  rugged  working  vehicles  where 
styling  would  be  a  pointless  luxury. 
That's  the  conventional  wisdom, 
but   it   just   isn't   true   any   longer. 
Ask    a    truck-marketing    man    like 
Ford  Motor  Co.'s  Edward  T.  Baum- 
gartner.   "The   truckers  say  to  us, 
We  don't  really  give  a  damn  how 
the  truck  looks,'  but  they  are  not 
telling  the  truth.  Ten  years  ago  I 
would  have  agreed  with  them,  but 
lifferent  now,"  says  Baum- 
\    who   has    spent    the    last 
i   the  truck  side  at 
actors  being  equal, 
stvled  better  will 


indusi 
at  Pui  : 
ager  ol 
Ford,  whosi 
than   that  ot  an 


once  taught 
md  design 
\s  man- 
»  tor 
i  more  trucks 
ler  single  pro- 
ducer, he  blende  ingre- 
dients— research,  i 
styling — that  went  into 


"Louisville"  line  of  heavy  trucks 
being  introduced  next  month.  And 
he  knows  that  styling  is  essential.  A 
trucker,  especially  one  who  drives 
his  own  rig,  identifies  with  it  just 
as  a  teenager  identifies  with  his 
hot  rod.  A  truck  must  look  rugged 
but  not  ugly,  modern  but  not 
foppish. 

Ford's  new  line  falls  in  the 
medium-to-heavy  end  of  the  truck 
business,  which  accounted  for  330,- 
000  unit  sales  last  year,  worth  over 
$3  billion.  And  Ford  has  gradually 
become  a  major  power  in  heavy 
trucks  (over  19,500  pounds),  where 
during  the  first  eight  months  of 
1969  it  garnered  26.2%  of  U.S. 
registrations  vs.  19%  for  all  of 
General  Motors. 

But  mistakes  can  cost,  and  so  a 
lot  of  market  research  goes  into  the 
design  of  any  new  line.  In  sweat- 
ing out  the  Louisville  design, 
Bauingartner  showed  several  ver- 
sions to  truckers  to  get  their  reac- 
tions. His  findings:  Truckers  don't 
like  nonfunctional  louvers,  but  they 
do  like  low  fenders  (better  visibil- 
and  grilles  to  protect  radiator 
shi  is  (on  some  trucks  the  shut- 
ts  function  as  grilles). 


Baumgartner  also  keeps  a  close 
watch  on  his  stylists  to  make  sure 
the  finished  product  is  within  cost 
limits  and  is  easy  to  make.  "Stylists 
are  difficult  to  communicate  with 
because  they  live  in  a  different 
world,"  he  says.  "If  we  had  let  the 
stylists  alone,  they  would  have 
made  the  Louisville  line  look 
'faster' — more  slope  to  the  wind- 
shield and  all  that.  And  it  would 
probably  look  a  lot  like  the  old 
models,  with  a  massive  front  end. 
But  the  truckers  told  our  market 
researchers,  'It's  no  longer  neces- 
sary for  you  guys  to  put  on  a  hell 
of  a  big  front  end  just  to  prove 
you  have  a  big  truck.'  So  we 
didn't." 

The  trend  toward  styling  heavy 
trucks  was  probably  started  by 
Ford  and  General  Motors  in  the 
Fifties  but  by  now  has  spread 
to  all  the  big  truckmakers,  includ- 
ing old  bulldog  Mack.  At  Ford, 
trucks  are  styled  in  the  same  studios 
as  the  automobiles.  But  Baumgart- 
ner would  be  horrified  if  his  new 
line's  design  resembled  that  of,  say, 
a  Mustang  or  a  Thunderbird. 
Above  all,  a  well-styled  truck  has 
to  look  like  a  truck.  ■ 
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Look  what  can  happen  in  10  years  when  you  decide 

you  want  to  grow 

Kids  and  flowers  jusf  sprout.  A  company's  growth  depends  on 
the  right  decisions.  When  these  youngsters  were  born,  the  dec- 
ade of  our  greatest  growth  lay  just  ahead.  But  something  else 
was  already  behind  us:  a  management  commitment  to  growth. 
□  In  1958  came  our  first  large  oil  discovery  in  Libya.  Then  two 
major  U.S.  acquisitions  that  tripled  our  refining  capacity,  ex- 
panded our  production  and  marketing.  We  built  part-interest  re- 
fineries in  Spain  and  West  Germany... found  major  oil  fields  in 
AJaska  and  the  Gulf  of  Mexico . . .  built  an  advanced-design  petro- 
leum chemicals  refinery  in  West  Germany.  □  In  financial  terms, 
Marathon  advanced  its  annual  earnings  from  $32 1 
million  to  $83  million  in  10  years.  Total  assets  wentj 
from  $400  million  to  well  over  $1  billion.  There's^ 
never  been  a  decade  like  it.  But  since  we're  dedi- 
cated to  growth,  we  don't  plan  to  stop  now. 

EXPLORING  D  PRODUCING  □  TRANSPORTING  D  REFINING  □  MARKETING  D  RESEARCHING  D  AND  GROWING. 


MARATHON  OIL  COMPANY 

FINDLAY  OHIO 


Faces  Behind  the  Figures 


I  Am  Curious  (Millen) 

Curly-haired,  prong-horned  Ar- 
min,  a  14-month-old  Tibetan  yak, 
has  ambitions  of  generating  a  revo- 
lution in  U.S.  eating  habits.  Born 
and  bred  in  the  Henry  Vilas  Park 
zoo  in  Madison,  Wis.,  Armin  was 
acquired  last  summer — at  the  far 
from  inconsiderable  cost  of  $500 — 
by  Iowa  veterinarian  T.  W.  (for 
Theodore  Wier)  Millen.  A  veteran 
veterinarian  at  Hy-Lines'  Poultry 
Farms  breeding  and  research  lab- 
oratory in  Dallas  Center,  Iowa, 
Millen  plans  to  breed  Armin  with 
his  prize  herd  of  Scottish  Highland 
cows. 

Millen  hopes  to  come  up  with  a 
sturdy  hybrid  and,  eventually,  a 
long  list  of  yak  products,  including 
yak  steaks  and  yakburgers,  for  the 
booming  market  for  exotic  foods.  A 
preposterous  notion?  The  Interstate 
Commerce  Commission  has  taken 
the  prospect  seriously  enough  to 
establish  a  rate  on  yak  fat,  and  if 
Ted  Millen  has  his  way,  Armin 
may  one  day  become  the  founder 
of  a  great  new  industry. 

But  whether  Millen  will  have  his 
way  is  so  far  an  open  question.  The 
fact  is  that  Milieu's  idea  is  so  old 
that  it  only  seems  new.  A  century 
ago,  midwestern  husbandmen 
dreamed  of  immense  yak  herds 
roaming  the  Great  Plains,  but  the 
yaks  were  too  choosy.  "Several  at- 
tempts have  been  made  to  procure 
a  cross  between  him  [the  yak,  Bos 


Armin 


grunniens]  and  the 
but  without  success, 
1858  report  of  the 
sioner  of  Patents, 
refused  to  associate 
cattle  and  exhibited 


common  cow, 
'  observed  the 
U.S.  Commis- 
'He  invariably 
with  ordinary 
a  decided  an- 


tipathy to  them."  Time  changes 
some  things,  but  not  all,  and  the 
question  is  whether  Armin  will  find 
Millen's  Scottish  Highlanders  more 
titillating  than  his  ancestors  did  the 
common  cow  of  a   century  ago.  ■ 


Dinner   with    Chiquita 

United  Fruit's  most  successful 
marketing  coup  of  recent  years 
was  the  "Chiquita"  promotion  of  its 
new  banana  variety.  Now  AMK 
Corp.,  which  has  been  reaping  the 
harvest  since  buying  control  of  UF 
earlier  this  year,  plans  to  give  Chi- 
quita more  exposure.  In  the  works 
is  a  whole  line  of  Chiquita  pre- 
packaged produce;  the  first,  just 
out  of  test  marketing,  will  be  Chi- 
quita lettuce.  "We  want  to  fill  the 
salad  bowl,"  says  AMK  Chairman 
and  President  Eli  Black,  48,  with- 
out a  wisp  ol  a  smile. 

Black  could  be  smiling.  Though 
AMK  has  fallen  from  stock-market 
grace,  its  sales  and  profits  have 
been  rising.  The  addition  of  United 
Fruit  brought  nine-month  sales  to 
$1  billion  vs.  $630  million  lor  the 
year-earlier  period.  Reported  earn- 


Eli  Black 
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ings  per  share  jumped  from  $1.11 
to  $2.95.  And  the  stern-looking  Mr. 
Black  thinks  this  is  only  the  begin- 
ning. "The  Chiquita  name,"  he 
says,  "gets  such  a  happy  reaction 
there's  no  question  that  we  can  ex- 
tend it  to  other  products." 

To  be  sure,  Black  is  not  without 
some  genuine  worries.  If  fully  di- 
luted to  allow  for  all  the  paper 
issued  to  acquire  United  Fruit  and 
Black's  first  big  conquest,  Morrell 
meats,  AMK's  earnings  would  have 
been  only  $2.14.  And  the  Justice 
Department  has  asked  AMK  for  in- 
formation on  the  UF  merger,  much 
as  they  approached  Jimmy  Ling 
on   his  J&L  Steel  acquisition. 

One  danger  of  conglomerates  is 
that  the  hastily  acquired  pieces 
may  not  fit  together.  Black's  prob- 
lem is  whether  he  will  be  allowed 
even  to  make  a  good  try  at  making 
them  fit.  ■ 
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Q.  Does WhiteWfeld  place 
any  special  emphasis  on 
research  for  institutions? 

A.  Absolutely.  It's  one  of  our 
most  important  services. 


Q.  Isn't  all  investment  research 
pretty  much  the  same? 

A.  Far  from  it.  For  one  thing  you'll 
find  White  Weld  is  strongly  idea- 
oriented.  That  is,  we  look  for  invest' 
ment  ideas  that  we  feel  have  superior 
capital  gains  potential.  Ideas  which 
we  then  bring  to  our  institutional 
clients.  We  believe  that  useful  in' 
vestment  research  must  do  more  than 
merely  report  what  corporate  man- 
agements tell  us.  We  expect  our 
analysts  to  be  thorough  and  imagi' 
native  and  come  up  with  an  en- 
lightened  evaluation  of  a  company's 
prospects.  We  also  expect  them  to 
understand  their  stocks  as  well  as 
their  companies. 


Q.  How  do  you  go  about  getting 
enough  detailed  information? 

A.  We  avoid  trying  to  cover  the 
waterfront.  With  nearly  1300  com- 
panies listed  on  the  New  York  Stock 
Exchange  alone,  it's  impossible  to  be 
familiar  with  each.  So  at  any  given 
time  we  concentrate  on  roughly  300 
of  what  we  consider  the  most  prom- 
ising  and  important  companies. 

Q.  How  does  concentrating  on 
300  companies  help  you? 

A.  It  enables  our  analysts  to  do  a 
more  thorough  job.  They  analyze 
the  company  and  its  industry.  They 
not  only  talk  to  the  company's  top 
management,   but   frequently   to   its 


competitors,  suppliers  and  customers. 
They  also  sit  down  with  independent 
consultants  White  Weld  uses. 

Q.  Do  you  concentrate  on  any 
particular  industries? 

A.  While  we  range  across  many  areas, 
we  do  have  an  especially  intimate 
knowledge  of  such  fields  as  elec- 
tronics, publishing,  cosmetics,  finance, 
metals,  oil  and  gas,  chemicals,  furni- 
ture, real  estate  and  utilities. 

If  you  have  questions  on  institu- 
tional investing,  call  one  of  the 
offices  below  or  the  Institutional 
Department  of  White,  Weld  &  Co., 
20  Broad  Street,  New  York,  N.Y. 
10005.  (212)  944-4900. 


White,Weld&Co. 

Members  New  York  Stock  Exchange  and  other  principal  exchanges 


New  York  Boston  Chicago  Atlanta  Hagerstown  Hartford  Los  Angeles  Minneapolis  New  Haven  Philadelphia  San  Francisco  Santa  Barbara/ London  Paris  Zurich  Caracas  Geneva  Hong  Kong  Montreal 
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Easier  Said  Than  Done 

Gus  Mar u  si  vowed  to  get  Borden  Inc.  's  profits  growing 
faster  when  he  took  over  the  old  company  two  years 
ago.  So  what  happened?  Earnings  are  down  sharply. 


"I  DON  i  know  dI  much  that's  gone 
right  Damn  little,  I'll  tell  you  that." 
Hint's  how  \ugustine  B,  Marusi  de- 
scribes Ins  two  years  .is  chiel  executive 
oi  Borden  Inc.  second  largest  I  aftei 
Kraftco)   dairj    products  companj 

Before  <  !us  Marusi  took  o\  er,  Bor 
ilcn  seemed  to  be  making  impressive 
progress   in  counterbalancing   its   un 
(|\  namic   and    Increasinglj    low  profit 
dairj     business    l>\    diversifying    into 
chemicals  ami   specialtj    foods,    Boi 
den's   profits  were  advancing  8.93    ■> 
\  en ,  its  profit  margin  had  broadened 
From  2  ,'■   ol   sales  in    1959  to  3.8S 
in   1966,  .iiul  its  return  on  equity — at 
i  I  v.     Ii.nl    tin'    edge    on    Kraftco's 
return  ol  13,  i 

Even  so.  once  he  took  ovei  .is 
president,  Marusi,  the  first  nondairj 
man  ever  in  lic.nl  the  company,  did 
not  hesitate  to  throw  his  weight 
around,  Borden's  highly  decentralized 
milk  and  ice  cream  di\  ision  (  ISS 
ol  Borden's  si  ■  billion  sales)  was 
inefficient,  In'  said,  ami  the  companj  s 
ovei  all  financial  controls  were  inad 
equate   "To  describe  the  deficiencies 


iliis  com  pan)  had  in  the  area  ol  finan- 
cial   management,"    lie    says    today, 
would  ho  impossible." 

Hul  Marusi  thought  lie  could  solve 
Borden's  problems  ami  keep  its  earn 
ings  moving  upward  at  the  same 
time,  Starting  in  1968,  he  predicted, 
Hoi  don's  earnings  would  ho  rising  l>\ 
ID',  annually,  The  fact  is,  how-over. 
that  Borden's  earnings  have  done 
nothing  hut  fall  from  the  moment  he 

look  over.  In  L987  they  slid  7.  IV  below 

the   record   $2.1(>  a   share   in    L966, 
In    1968  thej    sank   another   229    to 
$1.56  a  share.  In   L969  thej  arc  cet 
lam  to  decline  even  further. 

Last  year  Marusi  wrote  oil  %>:2.S 
million  after  taxes  in  unprofitable 
dairj  plants,  another  $2.8  million  not 
to  cover  possible  inventory  losses 
from  tlu*  failure  ol  a  now  computer 
s\sicm  to  work.  Hut  the  real  cruncher 

was  still  to  come.  Late  last  month 
M.nnsi  decided  to  write  oil  $30  mil- 
lion after  taxes  lot  closing  other  un- 
profitable dairj  plants,  as  well  as  lor 
iili  oi  plant  consolidations. 
"We  have  run  into  hurdles,"  Marusi 


Switch.  Gus  Marusi's  dairy  busi- 
nea  suffers  because  many 
people  now  prefer  buying  pri- 
ratt  label  milk  at  the  supermar- 
ket  to   Borden  s   home   delivery. 


»;! 


s.ivs,  "that  no  ono  could  have  lore 
seen  a  couple  or  throe  years  ago. 
Number  one  was  the  erosion  of  profits 

in  the  fertilizer  industry.  We  think 
we've  done  better  than  the  industry, 

hut  our  results  are  terrible  in  com- 
parison   with   what    we  did   in    H)(>7." 

The  fertilizer  problems  are  acutelj 
embarrassing  to  Marusi  because,  as 
head  ol  the  chemical  division  lor  1 1 
years,  he  took  Borden  into  the  fer- 
tilizer business  in  1982  by  acquiring 

Smith    Douglass   Co. 

Then  there  were  the  dairy  prob- 
lems, "The  business  hail  many  mar- 
kets;" Marusi  says.  "It  was  hard  to 
analyze.  Unexpected,  too,  was  the  new 
capacity  being  built  bj  some  large 
supermarket   chains." 

So  Marusi  decided  to  take  another 
look    at    what    was    under    his    wing. 

The  result  was  the  $30-million  write- 
off. "We  tore  down  the  barn,"  he  says, 
"because  (Ik-  root  was  leaking,  the 
windows  were  out,  and  the  walls 
were  caving  in.''  Except  in  a  tew  local 
dairj  and  fertilizer  markets,  Marusi 
doesn't  expect  to  lose  sales  volume 
h\  closing  these  plants,  Rather,  he 
hopes  to  cover  the  same  territory 
from  fewer,  bigger  facilities. 

With  these  costs  behind  him,  Ma- 
rusi thinks  that  now  lie  has  finalh 
cleared  the  decks  for  an  earnings  im- 
provement. "I  think  we've  seen  the 
bottom  in  all  sectors,"  he  says,  "and 
are   on    the   wax    up.    We    think   there 

will  be  a  slight  improvement  in  fer- 
tilizer profits  in  1970  over  1969.  Not 

thai  it's  going  to  take  us  back  to  the 
ho  d.i\  ol  L965-66-67."  Bj  H)7 1-7:2. 
when    industrj     capacitj     should    be 

more  in  tune  with  demand,  Marusi 
expects   to  be  out   ol    the   woods, 

"Some  of  our  product  lines,"  he 
s.i\s.  "have  bad  success — Cremora.  a 
nondairj  creamer;  yogurt;  Wise  Po- 
tato Chips.  Cracker  Jack."  Ami,  the 
dairj  business,  despite  its  problems, 
has  been  showing  unproved  earnings, 
Marusi  also  expects  that  his  men 
spending  for  research,  advertising  and 
financial  management  will  paj  off.  '"n 
that  whole  financial  organization,"  he 
points  out.  "there  is  not  one  man  there 
— in  anv  position  of  consequenc; — 
w ho  was  there  two  v ears  ago  " 

But  obviousl)  there's  a  limit  to  h.uv 
far  he  can  go  Alter  all.  the  prob- 
lems ot   Borden's  dairy  and  fertili    a 

businesses  are  l.ugelv  outside  his  c  m- 
trol.  What  Hoi  den  needs,  and  what 
Marusi  at  this  point  is  unable  to 
bring  it.  is  significant  diversification! 
Not  simplj  into  a  growth  business  - 
fertilizers  are  still  that — but  into  a 
profitable  growth  business  And.  with 
Hoi  den's  stock  down  about  r>0'<  since 
L965,    that's   easier   said   than   done,  a 
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When  it  comes  to  growth,  we  go  to  extremes. 


i~. 


/;  it 


From  the  giant  Boeing  747  that  will  carry  up  to  400 
passengers.  To  its  somewhat  smaller  companion  that 
carries  six— the  Ted  Smith  Aerostar. 
We're  on  both  of  them.  On  the  747,  with  $170,000  in 
standard  flight  systems  and  as  much  as  $105,000  in 
optional  avionics  equipment.  On  the  Aerostar,  with  six 
Bendix  Trophy  Line  avionics  systems  that  will  impress. 
you  with  how  little  they  cost. 

And  we're  on  just  about  everything  in  between.  On 
planes  of  every  size  and  type— jet,  prop  and  helicopter. 
In  every  segment  of  aviation— commercial,  military, 
business  and  pleasure. 


Small  wonder  that  our  commercial  aviation  sales  have 
more  than  tripled  in  the  last  five  years.  Small  wonder 
that  Bendix  scored  record  sales  and  earnings  for  the 
first  three  quarters  of  fiscal  '69.  And  more  than  doubled 
commercial/industrial  sales  in  the  past  five  years— to 
a  current  all-time  high  of  54%  of  total  sales. 
Small  wonder  we  call  ourselves: 
A  multi-industry  corporation  committed  to  worldwide 
growth  through  technology. 

If  you're  not  as  up-to-date  on  Bendix  as  you'd  like  to 
be,  write:  The  Bendix  Corporation,  Investor  Relations 
Office,  Bendix  Center,  Southfield,  Michigan  48075. 


Bendix 


Science  working  for  people. 
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The  Money  Men 


Next:  Rose-Chip  Stocks? 


If  you  like  the  idea  of  "concept" 
stocks,  try  this  one  for  size: 

"The  day  of  the  socially  signifi- 
cant stock  is  almost  upon  us." 

Or,  to  expand  upon  the  same 
idea,  hear  this: 

"I  wouldn't  be  at  all  surprised 
that  instead  of  having  mutual 
funds  that  concentrated  in  a  given 
industry — electronics,  say,  or  chem- 
icals— we  will  have  the  Peace 
Fund,  the  Economic  &  Social  De- 
velopment Fund  and  the  Anti- 
pollution Fund.  People  will  be  buy- 
ing these  as  much  to  make  an  in- 
vestment in  something  they  want 
to  encourage  as  to  make  a  profit." 

Who  is  this  man  who  thinks  that 
investments  can  be  made  to  serve 
two  masters,  Profit  and  Social 
Significance?  Who  suggests  that  the 
bottom  line  may  not  be  the  only 
measure  of  investment  objectives? 

Well,  he's  not  a  socialist.  Or  a 
student  activist.  Or  a  dreamy-eyed 
visionary.  He  may  have  come  out 
of  Berkeley,  but  now  he's  a  federal 
banking  official,  a  former  stock 
broker  and  one-time  assistant  dean 
of  the  very  practical-minded  UCLA 
Graduate  School  of  Business. 

His  name  is  R.  Bruce  Ricks  and  he 
is  director  of  the  office  of  economic 
research  of  the  Federal  Home  Loan 
Bank  Board.  He  left  his  native  Cali- 
fornia two  months  ago  to  become 
the  top  economist  with  the  agency 
that  regulates  savings  &  loans  as- 
sociations. Just  to  assure  you  that 
his  credentials  for  talking  about 
investments  are  good,  we'll  run 
quickly  through  them.  At  23  he 
was  a  customers'  man  and  security 
analyst  for  E.  F.  Hutton  in  San 
Francisco;  went  back  to  school  to 
take  his  Ph.D.  in  finance  at  Berke- 
ley; subsequently  taught  invest- 
ments to  advanced-degree  students 
at  University  of  California  graduate 
schools;  at  the  age  of  33  he  be- 
came an  assistant  dean  of  the  univer- 
sity's prestigious  Graduate  School 
of  Business.  His  research  on  the 
psychology  of  investing  has  earned 
considerable  attention  in  both  aca- 
demic and  investment  circles. 

So  much  for  Ricks'  credentials. 
Now,  back  to  his  ideas. 

"Our  study  of  long-term  in- 
vestors shows  that  the  higher- 
income  investors  say  they  invest 
somewhat  more  for  a  hobby.  I  am 
not  sure  I  believe  that,  but  I  am 


prepared  to  believe  that  they 
could  be  persuaded  to  use  their 
investments  as  a  means  of  making 
a  charitable-type  contribution. 

"We  also  have  found  that  the 
less  nouveau  a  man's  wealth  is  the 
greater  is  his  desire  for  anonymity. 
Buying  stock  in  a  civil-rights  com- 
pany, say,  would  be  a  more  anony- 
mous way  of  helping  than  giving 
directly  would  be." 

Ricks  sees  such  special  private 
companies  as  one  of  the  best  hopes 
for  dealing  with  current  social 
problems.  Consider  the  realities: 
A  middle  class  in  open  revolt 
against  higher  taxes;  inflation 
mounting;  government  spending  up 
against  the  ceiling;  foundations  un- 
der attack  by  thin-skinned  con- 
gressmen. A  good  many  smart  peo- 
ple are  saying  that  only  private 
enterprise  can  do  the  job.  But 
how?  For  rarely  do  maximum  re- 
turn and  maximum  social  good  go 
hand  in  hand.  In  Ricks'  view  this 
could  mean  coaxing  private  in- 
vestment money  into  socially  de- 
sirable projects  which  are  sound 
but  which  do  not  completely  meet 
Adam  Smith  standards. 

"We  have  coming  up,"  says 
Ricks,  "a  perfect  test  for  this  kind 
of  company.  It's  the  National  Corp. 
of  Housing  Partnerships,  which  has 
the  purpose  of  supplying  short- 
term  venture  capital  funds  to 
equity  investors.  The  basic  idea  is 
that  the  profit  returns  would  not  be 
enormous  but  that  the  goals  would 
be  good."  NCHP  provides  the 
front  money  and  technical  exper- 
tise to  help  stimulate  the  produc- 
tion of  publicly  assisted  housing 
for  lower-  and  moderate-income 
families. 

"The  NCHP,"  Ricks  goes  on, 
"might  well  be  a  good  test  to  see 
whether  social-action-type  stocks, 
social-program-type  stocks,  are  mar- 
ketable." We'll  soon  know. 

At  first  hearing,  Ricks'  ideas 
struck  Forbes  as  wild  and  un- 
workable. But  then  we  thought  a 
bit.  After  all,  rich  men  have  backed 
newspapers  and  magazines  where 
their  main  goal  was  spreading  their 
influence  or  the  influence  of  their 
ideas;  they  didn't  want  to  loss 
money  but  they  didn't  expect  to 
make  vast  quantities.  On  the  other 
side  of  the  coin,  many  mutual 
funds,  aware  of  the  prejudices  of 


R.  Bruce  Ricks 


some  investors,  won't  touch  cig- 
arette or  liquor  stocks.  And  civil- 
rights  activists  are  picketing  peo- 
ple who  invest  in  South  Africa. 
Gone  forever  are  the  days  when 
churches  and  universities  could  in- 
vest with  a  clear  conscience  in 
slums  and  brothels.  It's  getting,  in 
short,  increasingly  hard  to  say  that 
money  has  no  smell. 

Considering  all  this,  maybe  so- 
cial-action investing  isn't  so  wild 
after  all.  People  buy  bonds  they 
wouldn't  otherwise  buy  because 
they  have  options  or  warrants  at- 
tached as  a  kicker.  Maybe  they'd 
buy  stocks  which  have  psycholog- 
ical satisfaction  as  a  kicker. 

Ricks  hastens  to  point  out  that 
such  companies  wouldn't  engage 
in  sheer  giveaways,  sheer  charity. 
Far  from  it.  Like  the  now-firmly 
established  World  Bank,  they 
(Continued  on  page  105) 
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The  ultimate  solution 
to  ledger  card  billing. 
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Model.250 
Copier  with 
Automatic  Feed 


Model  5600 
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3300  FH 

Folder-Inserter 
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You're  only  getting  a  fraction  of  the  ben- 
efit of  a  ledger  card  billing  system  if  you 
start  out  making   copies  one  by  one. 
Look   here.    You   can   put  a   stack   of 
ledger  cards  in  this  copier.  It  feeds  it- 
self (the  only  desk  top  electrostatic 
copier  that  does),  makes  copies,  cuts 
them  to  size,  separates  copies  from  orig- 
inals and  stacks  them  both  in  order,  all 
automatically. 

Next,  instead  of  folding  and  insert- 
ing copies  one  at  a  time,  you  can  place 
them,  with  window  envelopes,   in  this 
folder-inserter.  It  folds  and  inserts  them 
automatically. 

Finally,  this  postage  meter  mailing 
machine  seals,  stamps,  and  stacks  the 
envelopes  — and  can  even  print  an  ad 


on  them,  all  automatically. 

If  your  present  ledger  card  billing 
system  isn't  automated,  it's  (sorry) 
somewhat  antiquated.  The  Pitney- Bowes 
system  gets  out  between  500  and  600 
bills  an  hour  and,  of  course,  helps  you 
with  other  copying  and  mailing  chores 
throughout  the  month.  For  most  ledger 
cards,  the  cost  per  copy  is  13AC,  prob- 
ably substantially  less  than  you're  pay- 
ing now.  The  amount  you  will  save  on 
copies  can  go  a  long  way  towards  pay- 
ing the  reasonable  monthly  lease  cost. 
(Not  ready  for  the  whole  system  now9 
Take  the  units  you  want.) 

If  you  want  to  take  the  next  step, 
please  fill  in  the  coupon  or  contact  your 
nearest  Piiney-Bowes  office. 


^^^ 

(pE)    Pitney 

Bowes 

^ 

1788  Crosby  Street,  Stamford,  Conn 

06904 

Name 

Address 

City 

State 

Zip 

Postage  Meters,  Addresser-Printers. 
Collators,  Inserters,  Counters  &  Imprinters. 
Scales,  MailOpeners.  Folders,  Copiers. 
Fluidic  Controls.  190  offices  throughout  the 
U.S. and  Canada. 


Emmett  Kelly  is  happy 
about  our  silicones. 

To  create  "Weary  Willie"  takes  a  lot  of 
cosmetics  or  makeup.  Once  they  were 
hard  to  apply.  They  caked,  crinkled,  gave 
performers  an  unnatural  look. 

Today,  cosmetics  with  silicones  give  a 
smooth  natural  look.  Easy  to  apply,  easy 
to  remove. 

Union  Carbide  has  developed  sili- 
cones for  an  amazing  range  of  products 
and  purposes. 

Examples:  add  silicones  to  paints  and 
they  become  easier  to  apply;  cover  sur- 
faces evenly,  uniformly.  Put  them  in 
spray-on  starch  and  irons  won't  stick  to 
cloth.  Coat  ovens  with  them  and  grease 
wipes  off  easily.  Used  on  leather,  shoes 
become  water-repellent.  Added  to  pol- 
ishes, they  give  cars  and  furniture  a  quick, 
long-lasting  shine. 

Silicone  rubber?  It  stands  the  extreme 
temperatures  of  outer  space.  And  sili- 
cones are  great  for  making  things  stick 
together  that  ordinarily  wouldn't  stick 
together  at  all.  Like  making  glass  and 
metals  adhere  to  many  materials. 

What  will  we  do  next  with  the  amaz- 
ing silicones?  There's  no  telling.  We 
never  stop  experimenting.  And  at  Union 
Carbide  we  experiment  with  practically 
everything. 


UNION 
CARBIDE 


THE  DISCOVERY  COMPANY 


The 
Screaming 

Eagle 

When  eagles  gather,  they  should  never  have  to 
scream  to  be  heard. 

But  how  in  a  jet's  heavens  can  you  conduct 
business  talks  when  you  can  barely  hear  yourself 
above  the  roar  of  the  engines. 

Now,  fine-feathered  friend,  let  us  whisper  some 
sweet  somethings  into  your  battered  ears. 
The  Hawker  Siddeley  DH  125  business  jet  is  as 
quiet  as  a  hummingbird.  It  has  Rolls  Royce 
engines.  (Highly  civilized.)  It  understands  that 
business  cannot  and  should  not  be  conducted  at 
the  top  of  your  lungs. 

It  also  knows  that  a  company  plane  sometimes 
has  to  land  on  difficult  strips.  And  that  a  man 
should  be  able  to  stand  in  the  cabin  on  two  feet, 
not  on  all  fours.  And  that  when  a  plane  needs 
service  it  should  get  service.  Around  the  clock. 
Around  the  country.  Around  the  world. 

Where  eagles  gather  the  atmosphere  should  be 
dignified.  Quiet.  Serene. 

No  screaming,  please. 


Hawker  Siddeley  DH  125 

The  businessman  is  a  special  kind  of  bird. 


Hawker  Siddeley  International  Inc  .  La  Guardia  Field.  N.Y.  Tel.  212-335-3370.  Distributors:  AiResearch  Aviation,  Los  Angeles  International  Airport,  Calif.  Tel.  213-646-2770. 
Atlantic  Aviation  Core..  Greater  Wilmington  Airport,  Del.  Tel.  302-322-2211.  Atlantic  Aviation  of  Canada  Ltd.,  Montreal  International  Airport.  P.Q.  Tel.  514-636-4155. 


The  Money  Men 


(Continued  from  page  100) 
would  have  to  insist  that  their  in- 
vestments meet  certain  basic  stan- 
dards of  fiscal  soundness  as  well  as 
of  social  usefulness.  They  would 
accept  a  lower  profit  than  they 
might  otherwise  seek,  but  they  still 
would  insist  on  a  fair  return. 

"Now,  we  would  have  to  pre- 
sume there  is  a  trade-off  between 
the  amount  of  social  good  that  this 
company  would  accomplish — in  the 
mind  of  the  investor — and  the 
amount  of  reduced  return  he  would 
be  willing  to  take."  adds  Ricks. 

"1  don't  think  you  can  say,  'Be 
prepared  to  lose  money  on  this 
stock  because  it's  doing  good.'  The 
stock  has  to  be  a  blue  chip  as  well 
.is  a  rose  chip.  You  have  to  say 
that  there's  a  trade-off  against  lim- 
ited return  in  the  social  good." 

Ricks  says  he  thinks  there  is 
psychological  evidence  that  indi- 
cates many  well-off  people  really 
would  take  to  this  kind  of  invest- 
ing. At  this  point,  Forbes  cannot 
resist  a  crack:  "You  mean  we're  go- 
ing to  have  Merrill  Lynch,  Pierce, 
Fenner  &  Freud? " 

Replies  Ricks:  "The  psychol- 
ogists won't  get  top  billing  but 
they're  coming." 

As  we  mentioned  earlier,  Ricks 
has  already  done  some  research 
into  the  psychology  of  investing. 
He  has  found  that  the  more  afflu- 
ent investors  (annual  income,  $30,- 
000  and  up)  might  be  more  prone 
than  less-affluent  investors  to  buy 
social-significance  stocks.  In  invest- 
ing the  more-affluent  group  tends 
to  be  less  concerned  with  past 
performance  of  a  stock  than  with 
predictions  of  future  performance 
and  with  "concepts";  the  lower- 
income  group,  by  contrast,  is  more 
concerned  with  current  earnings 
and  dividends.  Because  he  is  more 
likely  to  invest  in  intangibles, 
Ricks  suspects  that  the  affluent 
investor  might  be  more  susceptible 
to  the  concept  of  social  significance 
as  an  intangible  reward  for  his 
investing. 

He's  not  sure  of  this.  But  he 
hopes  it  will  prove  true. 

After  all,  there  is  reason  to  sus- 
pect that  psychological  factors  al- 
ready greatly  influence  price/earn- 
ings ratios — a  company's  name,  for 
example.  Take  Dow  Chemical, 
which  currently  sells  at  only  15 
times  earnings  as  against  30  to  40 
times  earnings  a  few  years  back. 


Though  its  chemicals  help  feed 
the  world's  starving  millions,  Dow 
is  better  known  these  days  for  its 
napalm. 

Ricks,  more  conscious  than  most 
about  the  psychology  of  labels, 
says  simply:  "You'd  think  they 
would  be  conscious  of  making  a 
name  that  is  descriptive  of  what  the 
biggest  group  of  people  want  to 
do.  Dow  Chemical  Co.  might 
change  its  name  to  Peace  Chemical 
Co.  A  Peace  Chemical  Co.  might 
sell  for  a  higher  price  earnings 
ratio  than  a  Dow  Chemical  Co." 

Ricks  has  half-developed  what 
he  calls  "The  Cocktail  Party  Theory 
of  Investing."  This  is  based  on  the 
psychological  fact  that  many  a 
middle-class  male  speculates  in  the 
market  partly  because  that's  the 
only  thing  his  "betters"  talk  about 
at  cocktail  parties.  He  wonders 
whether  social-significance  stocks 
might  not  benefit  from  this  phe- 
nomenon. (Imagine  telling  your 
friends,  "I  just  bought  100  Sioux 
Reservation  Development  Corp. 
Quite  a  'story'  there!") 

Do  such  factors  affect  your  own 
investments,  Forbes  asks  Ricks? 

The  answer  is  that  back  in  the 
days  when  he  was  a  private  citizen 
and  allowed  to  dabble,  Ricks  pre- 
ferred real  estate  to  the  stock  mar- 
ket. One  reason  was  his  feeling  that 
the  psychology  of  real-estate  invest- 
ing is  easier  to  figure  out.  He  points 
to  the  tract-home  buyer  wbo  in- 
sists he  needs  three  bedrooms  but 
ends  up  buying  a  two-bedroom 
house  because  he  was  hooked  by 
the  cathedral  ceiling  in  the  living 
room.  This  is  a  factor  the  seller 
can  control.  "In  real  estate,"  he 
says,  "it  is  easier  for  the  seller  to 
influence  the  price  than  in,  say, 
General  Motors." 

In  case  you  think  all  of  this  is 
the  theorizing  of  a  do-gooder  pro- 
fessor rather  than  a  practical  man, 
we'll  end  with  a  little  story  that 
Ricks  told  us.  "One  of  the  best 
buys  I  ever  got  was  in  buying 
a  house  from  a  fellow  who  was 
just  going  through  a  divorce  settle- 
ment. It  was  his  job  to  sell  the 
house.  But  his  wife  was  going  to 
get  all  the  money." 

And  that  is  what  Ricks  means 
when  he  talks  about  the  psychology 
of  investing.  That  is  why  he  hopes 
that  investors  can  be  persuaded  to 
settle  for  less  money  in  exchange 
for  more  psychological  profit.  ■ 


Young  Radiators 
are  used  where 
the  going  is  tough 
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The  Hatteras  is  tested  and  proved 
seaworthy  off  Cape  Hatteras — 
graveyard  of  the  Atlantic,  con- 
sidered by  veteran  sailors  to  be 
the  roughest  sea  along  the  North 
American  coast.  Write  for  the 
name  of  nearest  dealer.  For  port- 
folio of  color  literature,  enclose 
$1. 00.  Send  to  2469  Kivett  Drive, 
High  Point,  N.  C.  27261 
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When 
the  uncertain  investor 

needs 
positive  guidance 


Last  fall  when  the  market  was  still 
heady  and  the  bulls  mostly  ebullient, 
with  many  stocks  setting  new  highs, 
investment  advice  was  abundant. 

But  who  wanted  his  hand  held 
when,  with  eyes  shut,  any  investor 
could  peg  a  dart  at  the  financial  page 
and  hope  to  hit  a  winner  more  often 
than  not? 

Today,  however,  when  investors 
are  uncertain  and  might  be  expected 
to  welcome  advice,  it  seems  to  be 
in  short  supply.  Indeed,  some  se- 
rious, concerned  investors  ask 
whether  there  can  be  positive  mar- 
ket guidance  in  an  iffy  economic 
climate. 
Guarantees,  no.  Guidance,  yes 

Just  as  there  were  humpty- 
dumpties  among  the  high  flyers  in 
last  year's  tail-of-the-bull  market,  a 
number  of  stocks  are  going  against 
the  grain  of  the  current  trend. 

Despite,  or  because  of,  the  gen- 
eral price  slide,  good  values  are  very 
much  in  evidence.  Of  course,  unlike 
price,  which  is  a  matter  of  verifiable 
fact,  value  is  a  matter  of  opinion.  So, 
when  the  economy  is  questionable 
and   the  securities  markets  are  yo- 


yoing  at  the  nether  end  of  the  string, 
who  would  stick  his  neck  out  with 
investment  opinions? 

Well,  as  a  matter  of  fact,  vve  do 
—  all  the  time- in  the  belief  that  our 
clients  are  counting  on  us  to  tell 
them  what  we  think  as  well  as  what 
we  know.  Here  for  instance,  in  brief, 
is  what  we  think  about  the  economic 
and  market  outlook: 

"Unusual  investment  opportuni- 
ties generally  multiply  in  times 
of  market  uncertainty.  The  mar- 
ket, having  absorbed  a  decline 
of  better  than  15%  from  its 
Spring  high,  now  adequately  dis- 
counts the  economic  trends 
which  are  emerging.  A  selective 
strategy  of  building  investment 
positions,  with  particular  em- 
phasis on  equities  with  the  po- 
tential of  solid  earnings  growth 
in  the  period  directly  ahead, 
should  yield  excellent  returns." 

Starting  from  this  reasoned  posi- 
tion, we  see  52  stocks  as  "unusual 
investment  opportunities."  We  have 
also  taken  a  fresh  look  at  33  key  in- 
dustries   to    appraise   their    relative 


attractiveness  at  this  time.  What's 
more,  we  have  put  it  all  in  print  — in 
the  Autumn  edition  of  our  research 
quarterly,  Investment  Values  for 
Today  — so  that  clients  can  examine 
our  opinions  in  perspective. 
To  Sell  or  to  Hold 

New  ideas  are  dandy,  you  may 
be  saying,  but  what  about  the  secu- 
rities you  own  already?  How  do  yes- 
terday's ideas  shape  up  against  our 
view  of  today  and  tomorrow? 

To  answer  such  questions  we  of- 
fer clients  the  services  of  an  experi- 
enced staff  of  portfolio  analysts  who 
are  computer-assisted  both  to  save 
time  and  to  gain  instantaneous  ac- 
cess to  the  latest  input  of  facts  and 
opinions  by  our  economists  and  se- 
curities analysts. 
When  an  Investor  Needs  a  Hand 

Although  uncertain  times  breed 
uncertain  investors,  positive  guid- 
ance is  available  even  now.  From 
any  one  of  our  Account  Executives 
in  over  100  offices  in  the  United 
States,  Canada  and  abroad.  If  an  in- 
vestment strategy  for  today  is  what 
you  need  and  are  not  getting,  we  in- 
vite you  to  talk  to  us. 


FRANCIS  I.  duPONT  &  CO. 

^S^Sy?  NIW  Y0RK  ST°CK  EXCHANGE,  PRINCIPAL  SECURITY  AND  COMMOD- 
ITY EXCHANGES.  ADMINISTRATIVE  OFFICES:  ONE  WALL  STREET.  NEW  YORK 

\four  investment  success  is  our  business. 
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The  Forbes  Index 
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Penoo  o>  Economic  Recession  as  oelmea 
by  National  Bureau  ol  Economic  Research 


Composed  o(  the  following: 
Production 

•  How  much  are  we  producing?  {Federal  Re- 
serve  Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
'Dept  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How   intensively   are  we  building''  (Dept.  of 


Commerce  private  nonlarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


AUG 133.4 

SEPT 134.0 

OCT 135  6 

NOV 136.2 

DEC 137  0 

JAN 1369 

FEB 137  6 

MAR 137  3 

APR 138  3 

MAY     138.7 

JUNE   139.4 

JULY    138.2 

AUG 137.2 

SEPT.  (prel.)137.0 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S 
Dept.  ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


A  Change  In  Market  Climate 


Tmi^  COLUMN,  in  the  Oct.  15  issue. 
said  it  was  time  to  be  less  bearish.  It 
pointed  out  that  the  previous  decline 
had  gone  a  long  way  to  discount  the 
probable  early  1970  weakness  in  earn- 
ings and  business,  and  it  stressed  the 
huge  amounts  ot  money  available  in 
the  hands  or  mutual  fund  and  pen- 
sion fund  managers,  money  which  is 
earmarked  for  investment  in  stocks 
and  handled  by  young  managers  who 
have  a  mandate  to  get  performance 
even  at  the  expense  of  violating  the 
precepts  of  prudence. 

The  patience  of  these  people  ap- 
parently had  a  much  shorter  fuse  than 
estimated,  especially  after  the  suc- 
cessful test  of  the  800  level  in  the 
DJI.  A  very  moderate  easing  in  in- 
terest rates,  plus  a  conviction  that 
pressure  to  end  the  war  in  Vietnam 
had  become  irresistable,  caused  some 
of  the  braver  money  managers  to  be- 
gin to  act  in  a  small  way,  and  the  less 
brave  people  began  to  follow  the 
leaders.  As  this  is  written,  the  DJI  is 
up  only  about  8%;  but  there  are  some 
popular  issues  which  are  up  20%  to 
25%  from  their  lows  in  a  matter  of 
a  few  weeks. 


Mr.  Hooper   is   associated  with  the  New  York 
Stock   Exchange  firm  of  W.   E.   Hutton  &  Co. 


There's  no  way  of  knowing  just 
how  much  of  the  large  cash  reserve 
actually  has  been  employed.  But,  any 
way  you  look  at  it,  probably  only  a 
small  part  has  been  used.  If  you  look 
at  it  sensibly,  however,  you  would  as- 
sume that  the  anxiety  to  spend  will 
be  less  compelling  as  prices  rise. 
Everyone  knows  that,  regardless  of 
the  vigor  of  the  slock  market,  earn- 
ings of  most  corporations  will  not 
run  away  on  the  upside  in  the  next 
six  to  nine  months.  This  generation 
is  inclined  to  put  great  weight  on 
trends  in  quarterly  earnings,  and  only 
the  exceptional  companies  are  likely 
to  show  good  increases  in  the  (mai- 
lers immediately  ahead. 

Just  as  rising  interest  rates  and  the 
low  availability  of  loans  played  a 
major  part  in  the  decline  in  stock  and 
bond  prices,  so  falling  interest  rates, 
if  rates  do  fall,  should  be  most  im- 
portant in  the  recovery.  It  is  my  ob- 
servation that  interest  rates  are  likely 
to  come  down  slowly,  with  short-term 
rates  dropping  faster  than  long-term 
rates.  It  is  foolhardy  to  try  to  be 
definite;  but  I  would  think  that  5H% 
to  6%  is  about  as  low  as  short-term 
rates  are  likely  to  go  in  the  next  nine 
months.    As    for    15-year    to    20-year 


high-grade  bonds,  I  would  not  expect 
to  see  yields  on  new  issues  drop  be- 
low 7%. 

It  now  looks  like  the  Senate  may 
be  able  to  enact  a  tax  bill  by  mid- 
December  or  earlier.  Then  there  will 
be  a  joint  conference  to  resolve  the 
great  differences  between  the  House 
bill  and  the  Senate  bill.  The  resulting 
compromise,  it  would  appear,  will  be 
somewhat  "less  tough"  than  the 
House  bill  and  "more  tough"  than  the 
Senate  bill.  It  probably  will  involve 
less  reform  than  Representative  Wilbur 
Mills  wants,  and  less  income  than 
President  Nixon  wants;  but  both  may 
settle  on  the  basis  that  half  a  loaf  is 
better  than  none. 

What  about  inflation?  Prices  prob- 
ably will  continue  to  rise,  but  at  a 
slower  rate.  The  federal  deficit  in 
1970  will  be  larger  than  the  Adminis- 
tration would  like.  With  social  serv- 
ices up,  with  government  employee 
salaries  higher,  with  interest  charges 
on  the  public  debt  up,  and  with  cor- 
porate taxes  down  a  bit,  there  is  not 
much  prospect  lor  a  surplus,  especial- 
ly if  some  tax  concessions  are  made  to 
the  lower-income  people,  which  now 
seems  reasonably  certain. 

It  is  not  cynical,  but  just  common 
sense,  to  say  thai  the  determination 
to  control  inflation  by  hurting  people 
(the  only  way  to  do  it)  is  sure  to  be 
less  emphatic  in  an  election  year.  And 
next  year  the  American  public  elects 
an  entirely  new  House  of  Representa- 
tives and  one-third  of  the  Senate,  to 
say  nothing  of  many  state  governors 
and  state  legislatures.  You  know,  in- 
flation is  like  sin;  we  are  all  against 
it  in  the  abstract,  but  most  everyone 
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COMPUTE   DETAILS    OF   EVERY 

SECURITY    YOU   OWN. 

FOR   INCOME  TAX    -   AS  A   GIFT 

Cover  of  Elegant  Brown  Leatherette 

3  RING,  NICKEL,  LOOSE  LEAF  BINDER  WITH 
TRIGGER.  ADJUSTABLE  ALPHABETICAL  TABS 


Postage  paid 

Each  page,  86  in  all,  designed  to  cover  every 
detail  of  Purchases  &  Soles,  Dates,  Profit  and 
Losses,  Dividends,  etc.  Each  page  allows  three 
transactions  in  some  stock.  Takes  but  a  moment 
to  fill  in.  Pages  in  back  of  book  for  Annual 
Summaries  of  Profit  and  Loss,  Short  or  Long 
Term,  Dividends,  etc.,  etc.  Makes  lax  easy, 
quick  and  accurate. 


FRANKLIN  X.   McCORMICK,   INC.  F3 

104  E.  Mason 

Milwaukee,  Wisconsin   53202 

Kindly  send  me copies  of  "The  Securities 

Recorder."  Enclosed  find 
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STATE_ 


FINANCIAL    MARKETING- 
VICE  PRESIDENT 

CARMAX  INDUSTRIES,  INC., 
Manager  for  three  years  of  VERY 
SUCCESSFUL     OIL     FUNDS     is 

seeking  a  Vice  President  of  Finan- 
cial Marketing.  For  the  past  IV2 
years  Carmax  Industries,  Inc.,  an 
oil  exploration  and  operating  com- 
pany, has  managed  oil  funds  with 
an  excellent  record.  Participation  in 
these  funds  has  in  the  past  only 
been  sold  by  directors  and  officers 
of  Carmax  Industries,  Inc.  It  is  con- 
templated, due  to  a  rapid  expansion 
of  the  size  of  the  funds,  that  future 
funds  may  be  sold  direct  through 
stock  brokers. 

The  man  selected  for  the  position 
should  have  a  thorough  background 
in  dealing  with  investment  bankers 
and  educating  stock  brokers  as  to 
the  merits  of  investments.  We  are 
seeking  a  man  of  the  finest  reputa- 
tion and  integrity,  which  is  expected 
of  anyone  affiliated  with  Carmax 
Industries,  Inc. 

Remuneration  including  potential 
stock  options  is  open.  Address  your 
inquiries  including  a  resume  to  the 
attention  of: 

Wayne   S.   Davis,   Exec.    Vice   Pres. 

Carmax   Industries,   Inc. 

P.    O.    Box    368 

Olney,    Illinois   62450 


finds  it  more  pleasant  than  deflation. 

As  for  Vietnam,  the  gesture  of 
"getting  out"  or  "decelerating"  is  of 
more  psychological  than  budget  value, 
and  we  are  fast  using  up  the  psy- 
chology. But  now,  every  thoughtful 
person  knows  that  the  Administration 
must  yield  to  public  pressure  and  quit 
regardless  of  national  pride.  But  the 
public  does  not  know,  or  realize,  how 
long  it  will  take  to  liquidate  the  war 
and  how  little  effect  near-term  events 
will  have  on  federal  financing.  In 
recent  weeks  hope  for  the  end  of 
Vietnam  has  been  an  asset  tor  the 
hulls,    but   it   is   being   used   up   fast. 

My  column  in  the  last  issue,  which 
was  written  before  the  big  rise  from 
800  in  the  DJI,  looked  obsolete  at 
the  time  it  appeared.  In  the  last  days 
of  October  the  stock  market  was  not 
"floundering  in  frustration."  It  was 
very  vigorous.  In  spite  ol  this,  I'm 
still  thinking  that  prices  won't  go 
through  the  roof  without  some  hesita- 
tion. I  said  that  this  is  a  period  in 
which  the  stock  market  is  likely  to 
do  most  everything  "in  a  small  way." 
The  late  October  rally  was  not  any- 
thing "in  a  small  way,"  but  I  don't 
think  it  should  be  interpreted  as 
meaning  that  the  list  is  going  im- 
mediately to  900;  and  prices  easily 
could  go  back  to  840  or  lower  even 
if  this  move  carries  close  to  900. 
There's  apt  to  be  more  fussing  around 
— even  though  institutions  have  bil- 
lions of  dollars  of  unused  purchasing 
power. 

Stocks   To  Consider 

I  am  impressed  with  the  above- 
average  favorable  earnings  trend  in 
the  following  companies:  Texas  In- 
struments, Motorola,  University  Com- 
puting, Daijco,  Phillips  Petroleum, 
United  Aircraft,  Allied  Chemical,  Co- 
lumbia Broadcasting,  Louisville  & 
Nashville,  Central  States  Gas  Produc- 
ing, GM,  Union  Pacific  Corp.,  Pren- 
tice-Hall, General  Development,  Gen- 
eral Signal  and  Reynolds  Tobacco. 

I  am  impressed  with  the  relative 
cheapness  of  certain  stocks:  McDon- 
nell Douglas,  United  Aircraft,  Na- 
tional Steel,  Armco  Steel,  Occidental 
Petroleum,  Southern  Railway,  South- 
ern Pacific,  General  Public  Utilities. 
Western  Union  and  Zayre. 

Once  more  I  would  like  to  call  at- 
tention to  the  terrific  leverage  in 
Federal  National  Mortgage.  This 
company's  earnings  no  doubt  have 
been  hurt  by  the  vanishing  spread  be- 
tween the  cost  of  money  and  interest 
received  on  mortgages;  but  if  interest 
rates,  especially  short-term  rates, 
decline  as  expected,  Fanny  Mae's  pro- 
fits could  show  a  most  impressive  re- 
bound. For  those  who  can  afford  to 


stand  the  pressure  in  a  fast-moving 
high-priced  stock,  Fanny  Mae  appears 
to  have  a  very  big  potential.  I  would 
prefer,  of  course,  to  buy  it  on  weak- 
ness rather  than  on  strength,  but  don't 
expect  too  much  weakness. 

In  the  speculative  corner,  I  like 
United  Park  City  (5%)  as  a  potential 
silver  producer.  The  stock  may  de- 
mand a  little  patience,  but  eventually 
its  properties  should  be  beneficiaries, 
in  one  way  or  another,  of  higher  sil- 
ver prices.  .  .  .  Leisure  Group,  also  a 
speculative  stock,  has  been  doing  well 
in  the  market  of  late.  If  this  compa- 
ny's expansion  plans  pan  out  as  ex- 
pected, it  could  be  an  excellent  issue 
to  own.  .  .  .  Even  more  speculative  is 
Pacific  American  Industries,  which 
may  be  described  as  an  emerging  lei- 
sure conglomerate  handled  by  people 
who  thus  far  have  been  able  to  make 
their  daring  pay  off. 

Two  great  natural  resource  con- 
glomerates are  Canadian  Pacific  and 
Union  Pacific  Corp.  Both  are  far  more 
than  mere  railroads.  Both  are  selling 
way  below  this  year's  highs.  Both  own 
large  coal,  oil,  land  and  other  non- 
railroad  assets.  Canadian  Pacific  has 
most  important  mining  resources,  an 
airline,  hotels,  communications  serv- 
ices and  a  shipping  business.  In  theory 
at  least,  both  Canadian  Pacific  and 
Union  Pacific  Coip.  are  almost  per- 
fect hedges  against  inflation. 

The  third-quarter  earnings  of  the 
oil  companies  show  why  the  industry's 
executives  have  been  so  bearish  on 
their  own  stocks.  Net  was  down  in  al- 
most every  case.  These  stocks  went 
up  most  of  the  time  the  rest  of  the 
market  was  going  down,  and  now 
they  have  been  going  down  while 
most  stocks  have  been  going  up. 
Granting  the  threat  of  higher  costs 
for  crude  in  the  Middle  East,  the 
probability  of  some  reduction  in  the 
depletion  allowance  against  taxes,  the 
long  delay  and  high  costs  in  bringing 
North  Slope  oil  to  market,  and  a  glut 
of  new  discoveries,  I'm  still  unwilling 
to  be  too  bearish  on  the  oils.  Here  is 
an  essential  industry  with  huge  natu- 
ral resources,  low  labor  costs  and 
adequate  finances.  The  good  oils  may 
not  be  "in  vogue"  for  a  while,  but 
they  should  be  held. 

This  is  the  season  for  tax  selling.  I 
suspect  that  much  of  the  selling  to 
accrue  losses  against  profits  has  al- 
ready been  done.  Tax  selling,  how- 
ever, still  could  be  a  factor  in  issues 
like  Prnn  Central,  the  aerospace 
shares,  many  of  the  conglomerates, 
some  of  the  airlines  and  in  not  a  few 
discovery  oils  which  were  heavily 
bought  on  the  early  summer  boom.  ■ 

Mr.  Biel  is  on  a  business  trip.  His 
column  uill  be  in  the  next  issue. 
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Open  letter  to  Mr.  H:  "Investor" 

(background)  Recently  we  received  a  letter  from  a  Mr.  H  in 
Miami,  Florida.  Businessman  Mr.  H  had  taken  a  trial  subscription 
to  The  Value  Line  Investment  Survey.  However,  he  had  a  complaint. 
We  sent  him  too  much  information  and  too  many  charts.  Mr.  H 
said  he  was  just  interested  in  the  names  of  stocks  and  why  Value  Line 
felt  they  would  go  up  or  down,  or  might  be  or  might  not  be  a  good 
buy.  Mr.  H's  attitude  is  the  same  as  many  other  investors.  So  while 
we  have  already  sent  a  letter  to  Mr.  H,  we  think  his  reaction  to  our 
service  deserves  another  response  from  us  — but  this  time . .  .in  public. 
We  believe  it  is  important  for  him  and  for  all  the  investors  who  feel 
as  Mr.  H  does.  Those  investors  who  care  about  reliable,  intensive 
research  should  also  find  the  following  letter  of  interest. 


DEAR  mr.h: 

If  you're  looking  for  tips  on 
the  stock  market,  you  won't  find  them  at  Value  Line. 
You  will  just  have  to  try  another  source.  But  if  you 
seek  impersonal,  objective  evaluation  of  1400  common 
stocks  weekly,  The  Value  Line  Investment  Survey  may 
be  able  to  help  you. 

Essentially,  Value  Line  rates 
each  of  1400  stocks  for  probable  market  performance, 
relative  to  all  the  others,  within  three  defined  time 
periods:  the  next  twelve  months,  3-5  years  from  now 
and  for  the  very  long  term  (beyond  five  years). 

Within  these  periods  all 
stocks  are  rated  from  I  (Highest)  to  V  (Lowest)  for 
three  attributes:  performance  in  the  next  12  months, 
appreciation  potential  in  3-5  years  and  income  (yield) 
for  the  next  12  months.  All  stocks  are  also  graded  A 
plus  to  C  minus  for  the  attribute  of  quality,  which 
means  dependability  over  the  very  long-term  for  growth 
and  stability. 

Ratings  of  probable  future 
price  performance  are  based  almost  entirely  on  funda- 
mentals. These  ratings  are  not  infallible.  But  they  have 
been  accurate  in  such  a  high  percentage  of  cases  — 
for  reasons  that  are  logical  — that  you  owe  it  to  yourself 
to  check  the  stocks  you  are  holding  and  the  stocks 
you  may  wish  to  buy  or  sell  against  the  Value  Line 
evaluations. 

Therefore,  if  you  are  inter- 
ested in  income  you  might  prefer  to  invest  in  a  stock 
Value  Line  rates  I  for  yield  in  the  next  12  months. 
But  a  friend  of  yours  might  be  interested  in  appreciation 
potential  in  3-5  years.  So  he  might  prefer  a  stock  which 
Value  Line  rates  I  in  that  respect.  This  same  stock  may 
be  rated  V  for  income  in  the  next  12  months,  but  your 
friend  does  not  care  ...  his  prime  objective  is  apprecia- 
tion. 

In  other  words,  Value  Line 
makes  an  objective  evaluation  .  .  .  then  you  take  it  from 
there,  depending  on  your  personal  objectives. 

Value  Line  uses  a  unique 
method  of  assigning  an  index  number  to  its  four  weekly 
ratings.  By  weighting  these  index  numbers  to  accord 
with  your  own  personal  investment  goals,  you  can  gauge 
how  suitable  any  one  of  the  1400  stocks  is  for  you  now. 

Investing  is  an  individual 
endeavor.  What  may  be  good  for  you  is  not  necessarily 
good  for  the  next  investor.  No  advisory  service  can 
make  a  blanket  statement  on  any  stock  which  will  be 
applicable  to  every  investor.  That  is  why  Value  Line 


rates  each  of  the  1400  stocks  weekly  on  their  four  main 
attributes  within  three  time  periods. 

Each  week  the  Ratings  & 
Reports  section  of  Value  Line  provides  full-page 
research  reports  on  about  100  stocks  or  more  in  several 
industries ...  a  total  of  4  full-page  reports  on  each  of  the 
1400  stocks  yearly.  The  Summary-Index  lists  the  rat- 
ings of  all  1400  stocks  weekly.  The  8-page  Selection 
&  Opinion  section  makes  editorial  comments  weekly 
on  the  national  economy  and  the  stock  market  in 
general.  And— to  help  those  who  want  specific  guidance 
—this  section  also  provides  Value  Line's  analysis  of  an 
especially  interesting  industry  and  its  selection  of  the 
best  situated  stocks  in  it  .  .  .  plus  Value  Line's  Espe- 
cially Recommended  Stock  of  the  week  (or  Special 
Situation  of  the  month).  As  a  subscriber  to  Value  Line 
you  also  receive  Value  Line's  monthly  Special  Report 
on  "insider"  transactions  and  the  quarterly  Special 
Report  on  mutual  fund  transactions. 

bonus -With  the  annual  or 
3-month  trial  subscription,  Value  Line  will  ship  you 
immediately  its  2-volume  Investors  Reference  Library, 
which  will  give  you  the  latest  full-page  reports  on  all 
1400  stocks  that  have  been  published  prior  to  your 
subscription.  With  Value  Line  you  will  make  your  own 
decisions  based  on  Value  Line's  objective  appraisals. 

MONEY-BACK  GUARANTEE'If 

you  are  dissatisfied  with  Value  Line  for  any  reason, 
return  the  material  within  30  days  for  a  full  and 
prompt  refund. 

In  fairness  to  regular  subscribers,  who  pay  $167  a  year  for  The 
Value  Line  Investment  Survey,  we  cannot  make  the  $5  trial  for  four 
weeks  of  service  available  to  those  who  have  already  had  such  a 
trial  within  the  past  six  months. 


□  ONE  YEAR-  $167 
(52  EDITIONS) 


I      I  3-MONTH  TRIAL-$  44 


(13  EDITIONS) 


Send  me  the  complete  service  for  the  term  checked  plus 
-as  a  bonus— the  2-volume  Investors  Reference  Library 
consisting  of  Value  Line  sections  published  during  the 
13  weeks  preceding  start  of  this  subscription. 
□  Payment  enclosed  D  Bill  me 


□  FOUR-WEEK  TRIAL-$5 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5  I  enclose 
payment. 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 


AA16-46 


City. 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.   N.Y.C.  residents, 
please  add  6%  sales  tax;  other  NY.  State  residents,  add  applicable  sales  tax.) 


> 


(No  assignment  of  this  agreement 


The  Value  Line  Investment  Survey 
Published  by  Arnold  Bernhard  &  Co.,  Inc. 
5  East  44th  Street  •  New  York,  N.Y.  10017 


■ill  be  made  without  subscriber's  consent.; 
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Double 
Safety 


THINK 
ABOUT   IT 


Privacy 

plus 

a  Bonus  i% 

In  a  pinch,  or  when  a  good  deal  conies 
along,  nothing  takes  the  place  of  cash. 
Our  Bonus  Savings  Account  gives  you 
instant  availability  plus  highest  earn- 
ings. Base  interest  rate  is  compounded 
daily  — date  in  to  date  out  — paid 
quarterly.  Bonus  paid  at  maturity  (36 
months ).  Minimum  account  -  $1 ,000. 
No  minimum  for  Passhook  accounts. 
Write  for  details. 


One  of  America's  largest 
.  .  .  and  strongest 


frmsays 


■■  EST.  1937 

Fidelity 

■^et&uz£  SAVINGS 


Box  1631-22    •   Glendale,  Calif.  91209 
Assets  over  $425,000,000 


Please 

J  Nnme 

send  information  on; 

D    5'/,%  Bonus  accounts 
□   5%  Passbook  accounts 

■  Address                                                                                                 i 

City 
L           .         . 

StntP                            7|p 
PLEASE  PRINT 

ill 

Consecutive  dividend 
payments  since  1937 

Panhandle 
Eastern 

Pipe  Line  Company 
Houston,  Texas 

Quarterly  Dividend 
400  per  Common  Share 

Payable  December  15, 1969 
Record  November  28, 1969 
Declared  October  22, 1969 

Cyril  J.  Smith 
Secretary 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  Yoik  Slock  L»ch»nge 
120   Broadway,   N.   Y.    10005 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


New  Ventures 


In  all  walks  of  life,  tremendous 
mistakes  arise  by  comparing  ineom- 
parables.  This  can  be  most  dangerous 
in  the  field  of  securities.  Many  com- 
panies that  appear  to  be  in  the  same 
field  of  operations  are  not  strictly  com- 
parable because  of  differences  in  the 
very  nature  of  their  setup,  which  may 
not  be  readily  apparent  in  a  super- 
ficial  examination. 

A  case  in  point  is  the  Ocean  Drill- 
ing &  Exploration  Co.,  which  is  usu- 
ally grouped  under  the  heading  of 
offshore  drilling  contractors.  In  a 
recent  study,  unfavorable  comments 
were  made  in  what  I  believe  to  have 
been  a  fallacious  comparison  of 
this  concern  with  other  corporations 
usually  included  in  this  group.  It  is 
sometimes  argued  that  the  earnings 
of  Ocean  Drilling  are  not  expanding 
as  fast  as  those  of  "similar"  concerns. 
Of  course,  the  catch  is  in  the  word 
"similar."  When  I  originally  reviewed 
this  company  in  Forbes  in  December 
1966,  I  pointed  out  what  is  frequently 
forgotten:  that  Ocean  Drilling 
(ODECO)  very  seldom  drills  a  well 
without  retaining  a  participation  in  it, 
as  opposed  to  most  offshore  drilling 
companies  that  drill  for  a  set  fee  on 
contract.  As  a  result,  ODECO  has  be- 
come a  very  nice  little  oil-  and  gas- 
producing  concern,  in  addition  to  be- 
ing a  drilling  company. 

It  is  thus  possible  that  the  earnings 
ODECO  shows  are  misleading,  inas- 
much as  it  frequently  receives  an  in- 
come-producing asset  as  a  fee:  This 
may  be,  and  often  is,  more  valuable 
than  the  cash  that  would  have  been 
received  as  a  fee,  but  of  course  it  does 
not  show  up  to  the  same  extent  in  cur- 
rent revenue  figures.  ODECO  today 
goes  even  further  and  frequently  em- 
ploys other  drilling  concerns  to  drill  on 
territories  on  which  it  has  concessions. 
Its  operations  are  of  a  global  nature. 
Apart  from  substantial  interests  in  the 
Cult  of  Mexico,  both  gas  and  oil  have 
been  discovered  in  the  North  Atlantic 
on  leases  in  which  ODECO  holds  an 
equity,  though  the  commercial  sig- 
nificance of  this  remains  uncertain. 

A  consortium  headed  by  Shell  Oil 
has  made  what  appears  to  be  a  very 
interesting  discovery  in  the  Tasman 
Sea  n.  New  Zealand.  Shell  is  using 
a  SED<  O  rig  to  chill  two  additional 
holt",   in    litis  section.   ODECO  is   in- 


terested in  a  lease  that  adjoins  the 
Shell  discovery,  and  has  come  to  an 
agreement  with  SEDCO  to  drill  one, 
and  possibly  two,  wells  in  this  area. 

Most  offshore  oil  drilling  companies 
suffered  a  setback  this  year  as  a  re- 
sult of  the  California  offshore  drilling 
fiasco.  ODECO  suffered  with  them, 
but  has  not  participated  to  any  ex- 
tent in  the  partial  recovery  which 
took  place.  In  view  of  its  fast-growing 
interest  in  oil  and  gas  production,  its 
equity  in  a  large  number  of  potentially 
valuable  ventures,  as  well  as  its  still- 
great  interest  in  the  business  of  drill- 
ing itself,  the  shares  of  ODECO,  at 
a  price  of  around  $31,  appear  to  be 
very  attractive  indeed,  and  deserve 
to  be  examined  for  the  possible  in- 
clusion in  any  growth  portfolio. 

A   World-Wide  View 

Near  the  date  that  this  issue  reaches 
its  readers  natural  gas  will  begin  to 
flow  and  to  be  used  commercially  in 
Adelaide,  the  capital  city  of  South 
Australia.  It  will  be  coming  from  the 
gas  fields  owned  and  operated  jointly 
by  Santos  Limited  and  Delhi  Austra- 
lian Petroleum  Ltd.,  two  companies 
which  have  been  frequently  reviewed 
in  this  column.  Delhi  Australian,  the 
American  unit,  announced  at  its  gen- 
eral meeting  last  April  that  since 
the  company's  efforts  in  Australia  arc 
getting  to  the  profit-yielding  stage 
and  more  than  enough  capital  for 
further  exploration  in  Australia  is 
being  provided  by  farm-out  agree- 
ments, it  is  looking  for  new  ventures 
in  other  parts  of  the  world. 

As  we  go  to  press,  merger  talks 
are  taking  place  between  Delhi  Aus- 
tralian and  Blue  Crown  Petroleum. 
Blue  Crown  has  interests  in  areas  of 
North  Alberta,  Canada,  which  are  be- 
lieved to  offer  a  great  deal  of  potential, 
and  already  has  some  small  gas  pro- 
duction. Delhi  is  currently  capitalized 
at  around  $28  million,  while  Blue 
Crown  is  capitalized  at  approximately 
$16  million.  Of  course,  it  is  by  no 
means  certain  that  the  merger  will 
take  place.  Should  it  be  consummated, 
it  will  be  beneficial  for  both  compa- 
nies, and  a  new  company  would 
emerge  with  interests  in  the  oil  and 
gas  field,  as  well  as  future  potentials 
in  such  diverse  geographic  locations 
as  Canada  and  Australia.  ■ 
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TO  INTRODUCE  YOU  TO  UNITED  REPORTS 

Special  once-a-year  pre-publication  offer  of 

UNITED'S 
ANNUAL  FORECAST 

FOR  1970 

The  well-known  yearly  projection  in  clear,  unhedged  language  of  what  United 
predicts  for  the  coming  year  will  be  sent  to  you  fresh  off  the  press  on 
December  8th.  You  get  the  results  of  United's  experience  in  a  concise  and 
penetrating  analysis  of  these  16  vital  subjects: 


Stocks 

Earnings 

Autos 

Dividends 

Business  Volume 

Commodities 

Inflation 

Steel 

Bond  Prices 

Building 

Foreign  Trade 

Farm  Income 

Money  Rates 

Retail  Sales 

Labor 

Capital  Spending 

PLUS   THE  RISK  AND  PROFIT  POTENTIAL  IN 

•  15  PROMISING  STOCKS  UNITED  SPECIALLY  FAVORS 

•  5  FAST-GROWTH  STOCKS  FOR  THE  SPECULATOR 

•  5  CONVERTIBLE  ISSUES  FOR  GROWTH  AND  INCOME 

PLUS 
A  4  WEEK  SUBSCRIPTION  TO  UNITED  REPORTS 

Here's  just  part  of  what  you  get  with  your  Guest  Subscription 

•  Stock  Market  Analysis  •   Bonds  and  Preferred  Stocks 

•  Buying  Recommendations  •   Stocks  To  Sell  or  Avoid 

•  General  Business  Forecast  •  New  Product  Studies 

•  United's  Supervised  List  •   Views  of  Leading  Authorities 

•  Buying  Advices  of  Other  Services  . . .  and  much  more 

4-issue  subscription  to  United  Reports  alone  is  $6  —  this  entire  package  only  53 

It   the   card   has   already    been    removed,    simply   drop    us    a    postcard    at    Dept.  FM80 
MAIL   POSTPAID  AIRMAIL   CARD  TODAY!  SEND  NO  MONEY  .  .  .  WE  WILL  BILL  YOU 

UNITED  Business  &  Investment  SERVICE 
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INVESTMENT  ADVISORY  SERVICE 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion    changes    on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 

Wellesley  Hills,  Mass.  02181,  Dept.  F-291 

■rochure  on  Babson's 
$180  Investment  Advisory  Service. 

Name 

Street  &  No 


City. 


8tat». 


-Zip. 
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STOCK  TRENDS 

By  Charles  Rolo 


The  Basic  Industries:  Con  &  Pro 


The  "Stead)  Seventies" — an  invest- 
ment advisory  service  lias  already 
given  ilu-  coming  decade  a  label  and 
other  labels  will  be  forthcoming,  for 
the  season  of  prophecy  is  upon  us. 
Confucius  said  (lie  really  did,  cf. 
Analects,  Bk.  xii):  "Study  the  past 
if  you  would  divine  the  future."  What, 
then,  can  the  pattern  ol  the  stock 
market  in  the  1960s  tell  us  about  the 
possible  shape  of  things  to  come? 

From  I960  through  the  third  quar- 
ter of  L969,  the  best  performing  stock 
groups,  according  to  Standard  & 
Poor's,  included  the  following:  office 
and  business  equipment,  solt  drinks, 
cosmetics,  air  conditioning,  electronics, 
home  furnishings,  radio-TV  broad- 
casters, motion  pictures,  drugs,  de- 
partment stores.  Their  gains  ranged 
from  Til',  to  122',.  The  worst  per- 
formers were  steel,  cement,  aluminum, 
and  chemicals,  with  losses  ranging 
horn  4856  to  28%.  Also  on  the  -weak- 
est" list  were  paper,  tires  and  rubber 
goods,  major  electrical  manufacturers, 
aerospace,  agricultural  machinery,  and 

industrial  machinery,  with  gains  ol 
1',  I,,  I!)',.  Examine  these  lists  care- 
fully and  it  will  be  apparent  that  the 
I  Otitis— iii  .sliai))  contrast  to  the  1950s 
— have  been  a  dismal  decade  lor  the 
basic  industries.  Hut  they  have  been 
a  llourishing  one  for  industries  (except 
lor  aerospace)    exploiting  the  newer 

technologies  and  for  those  catering  to 

"the  qualitj  of  life,"  the  beneficiaries 

of  the  new  allluencc. 

This  pattern  tells  us  that,  within 
the  past  decade,  the  U.S.  lias  taken 
a  huge  step  forward  in  its  economic 
evolution.  Il  has  become  a  "post-in- 
dustrial" society  which  has  solved  the 
problems  of  mass  production  and 
oriented  itself  toward  new  goals. 
Within  such  a  society,  the  basic  in- 
dustries— or  at  any  rate  the  biggest 
companies  within  them — have  reached 
maturity;  their  forward  momentum 
has  lost  its  thrust. 

In  the  1980s,  loo,  the  U.S.  ad- 
vanced at  an  accelerated  pace  along 
the    course   ol    the    Welfare    Stat",    an 

environment  fundamentally  unfavor- 
able to  the  basic  industries.  For  in 
the  Welfare  State,  with  its  commit- 
ment to  lull  employment,  the  power 

A  guest  columnist,  Mr.  Rolo  Is  a  security 
analyst  with  the  New  York  StocK  Exchange 
firm  ot   H.   Hentz   &  Co. 


ol  organized  labor  is  virtually  irre- 
sistible. Consequently,  while  soaring 
costs  absorb  or  exceed  gains  in  pro- 
ductivity, price  increases  in  basic 
sectors  ol  the  economy  are  not  easily 
maintained  because  ol  governmental 
censure  or  competition  or  both. 

In  contrast,  the  high-technology 
sector  is  largely  free  from  these  pres- 
sures; no  one  hollers  about  the  price 
of  lasers.  (The  aerospace  industry, 
heavily  involved  with  government  and 
labor,  is  an  exception,  and  it  was 
among  the  weakest  performers  of  the 
Sixties.)  As  lor  those  industries  cater- 
ing to  "the  quality  of  life,"  they  can 
charge  what  the  traffic  will  bear,  and 
rising  prices  have  not  deterred  our 
affluent  society  from  stepping  up  its 
spending  on  antiwrinklo  creams,  powei 
boats,  hi-fi  sets  and  medical  care. 

Medium-Term   Promise 

The  foregoing  observations  lead  to 
the  stark  conclusion  that,  by  and  large, 
the  major  companies  in  most  of  the 
basic     industries     have     become     icl.i 

lively  unattractive  as  long-term  in- 
vestments. There  are  leading  securities 
research  men  who  nevertheless  feel 
that  some  of  the  better  basic  industry 
stocks  are  attractive  to  investors  at  this 
juncture.  1  ant  talking  not  about 
the  next  few  months  but  possibly  the 
next  lew  years,  ll  is  not  that  anybod\ 
expects  them  to  become  growth  stocks 
again.  Hill  many  solid,  basic  industry 
slocks  sell  well  below  their  traditional 
valuations  and  thus  offer  an  unusually 
favorable  ratio  ol  risk  to  possible  re- 
turn. Thej  have,  in  short,  already  dis- 
counted their  long-term  problems  but 

are  not  reflecting  their  medium-term 
promise. 

This  thesis  might  be  summed  up 
as  follows:  With  the  economy  about 
to  shift  from  a  war  to  a  peace  orienta- 
tion, an  unprecedented  boom  in  build- 
ing lies  .somewhere  ahead.  This  must 
benefit  a  number  of  basic  industries, 
including  the  weakest  performers  ol 
the  L960s.  Secondly,  with  so  much  in- 
stitutional monej.  committed  to  "per- 
formance," the  favored  areas  are  be- 
coming overexploited,  and  many  ol 
the    stocks    in    them    are    dangerously 

lacking  in  liquidity.  Thus  the  very 
logic  of  the  performance  concept 
should  cause  aggressive  money  man- 
agers   to    do    more    bargain    hunting 
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within  the  basic  industries. 

It  is  a  plausible  argument,  and  in- 
vestors who  don't  aspire  to  the  hero- 
ism required  to  confine  themselves 
to  the  high-growth,  high-multiple 
area-  can  try  to  make  the  best  ol 
both  worlds.  A  middle-of-the-road  in- 
vestment strategy  for  the  early  1970s 
might  combine  high-multiple  growth 
stocks  with  basic  industry  stocks. 
The  high-multiple  stocks— preferably 
bought  on  a  dollar-cost-averaging 
basis — would  be  in  the  growth  areas 
ot  our  post-industrial  societ)  (com- 
puter software,  information  technol- 
ogy, aii  and  water  pollution  control, 
recreation,  home  study  and  so  on). 
The  basic  industry  commitments  would 
concentrate  in  companies  that  stand 
to  benefit  most  from  the  prospective 
building  boom.  {Boise  Cascade,  in 
periods  of  weakness,  would  be  one 
good   it   ol)\  ions  choK  i 

One  ol  the  indirect  ways  of  play- 
ing a  future  bousing  boom  is  through 
the  s.ixiiius  c\  loans  companies.  The 
outflow  ot  savings  in  recent  months 
raises  the  possibility  of  disappointing 
earnings  in  the  earl)  part  of  1970.  But 
further  ahead  the  prospects  arc  allur- 
ing. In  this  group.  Great  Western 
Financial     2  elling  at   about   18 

times  estimated  1909  earnings,  com- 
bines quality  and  a  not  unreasonable 
price  earnings  ratio.  Investors  who 
lean  to  specialty  areas  might  start  in- 
vestigating the  depressed  title  insur- 
ance companies,  which  should  do  well 
when  bousing  starts  begin  to  climb. 
Among  the  "quality  ol  lite"  stocks. 

one  ot  the  \er\  lew  available  at  under 
1")  times  earnings  is  Meredith  Corp. 
\  t  .  w  hose  activities  include  trade 
and  educational  publishing,  broad- 
casting and  the  nation's  largest  cir- 
culation magazine  for  the  home  (Bt  Iter 
Homes  0  Gardens).  Over  the  past 
five  years,  per-share  earnings  have 
risen  from  $1.07  to  $3.05,  and  for 
the  fiscal  year  ending  next  June  30, 
the)  could  be  in  the  area  of  $3.30. 
When  home  building  picks  up,  Belter 
Homes  b  Gardens  should  help  to 
strengthen  the  profit  picture. 

A  quality  growth  stock  that  is 
benefiting  from  the  current  preoc- 
cupation with  "earnings  visibility"  is 
Prentice-Hall  I  19).  I  expect  per-share 
net  to  be  up  nearly  20%  this  year 
(to  $1.50-$1.55),  and  it  could  well 
rise  to  $1.85-81.90  in  1970,  with 
similar  gains  in  prospect  for  1971. 
The  kicker  here  is  the  complex  tax  re- 
form bill,  which  will  give  a  boost  to 
the  company's  loose-leaf  tax  services 
(normally  about  15%  of  revenues). 
Prentice-Hall  shares  leadership  (with 
McGraw-Hill)  in  the  college  textbook 
field,  the  strongest  segment  of  the 
educational  spectrum.  ■ 


Reynolds  asks— 

How  green 
are  the  valleys? 
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Not  green  at  all  for  investors 
forced  to  sell  near  the  bottom  of 
any  sharp  dip  in  the  market. 

Very  green  indeed  for  investors 
who  find  themselves  buying  at  ex- 
actly the  same  time. 

This  is  the  two-edged,  peak-and- 
valley  sword  that  can  drive  any 
broker  in  the  business  out  of  his 
mind.  Not  to  mention  any  investor. 

Which  is  why  that  sword  cuts  a 
particularly  wide  swathe  here  at 
Reynolds. 

Because  we're  dedicated  to  a 
twin  philosophy  of  overall  "money 
management"  aimed  at  protecting 
our  customers  from  being  forced 
to  sell  when  prices  are  low  on  the 
one  hand  — and  trying  to  see  that 
they're  in  a  cash  position  to  buy 


when  prices  are  depressed  on  the 
other. 

What's  more,  we  go  a  step 
further. 

We  combine  fundamental  and 
technical  analysis  in  reaching  any 
decisions  about  market  movement 
as  a  whole— or  any  individual 
stocks  you  may  want  to  ask  us 
about. 

We  don't  say  that  you  should 
open  an  account  with  Reynolds 
tomorrow. 

We  do  say  that  if  you'd  like  to 
deal  with  a  broker  that  wants  you 
to  make  money,  you  might  find  a 
talk  with  a  Reynolds  Account  Ex- 
ecutive unusually  provocative. 

Like  a  green  thumb. 


I  might  drop  in  for  a  talk  with  a  Reynolds  Account  Executive,  yes. 
But  in  the  meantime,  please  mail  me  your  latest  "Model  Portfolio" 
for  investing  about  $50,000. 

My  primary  objective  is  □  Income  □  Income  and  Growth  □  Just 
plain  growth,  period. 


FO 


Name 


Address 


City 


State 


Zip 


Telephone 


Reynolds  &  Co. 

tS  MEMBERS  NEW  YORK  STOCK  EXCHAN0E 

AND  OTHER  LEADING  EXCHANGES 


120  BROADWAY,  NEW  YORK,  N.  Y.  10005  •  OFFICES  COAST  TO  COAST 
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How  5  simple  steps 

can  start  a 

portfolio  of  as 

little  as  $5,000 

working  toward 

capital  growth 

Here  is  all  you  have  to  do  to  begin 
benefiting  from  the  Danforth 
Associates  Investment  Management 
Plan: 

1.  Write  us  now  for  a  42-page 
booklet  describing  this  tested  plan. 
No  obligation.  No  one  will  call 
you.  We  serve  clients  all  over  the 
world  (in  at  least  55  countries) 
solely  by  correspondence. 

2.  Study  our  methods  and  goals. 
See  how  we  will  try  to  help  your 
money  grow  by  carefully  selecting 
and  supervising  your  investments 
in  leading  common  stocks.  Com- 
pare the  10-year  "Performance 
Record'"  of  all  the  funds  we  have 
managed- 

3.  Send  us  a  "Request  Form"  tell- 
ing the  amount  of  cash  or  securities 
you  want  us  to  manage,  how  you 
want  dividends  and  fees  handled 
and,  if  you  wish,  a  little  data  on 
your  own  financial  plans. 

4.  Open  your  own  account  with  a 
large  NYSE  Member  Firm  which 
has  one  office  serving  Danforth 
clients  only.  Deposit  your  cash 
and/ or  securities  in  this  account 
and  give  them  limited  power  to  ac- 
cept instructions  from  us  —  with  all 
transactions  to  be  made  only  in 
your  name. 

5.  From  here  on,  our  analysts  will 
make  decisions  to  try  to  help  your 
capital  grow  as  fast  as  possible  con- 
sistent with  reasonable  precautions. 
As  in  any  selection  of  investments, 
losses  do  and  will  occur,  but  you 
will  know  their  decisions  promptly. 
You  receive  monthly  accountings 
and  quarterly  evaluations.  You  can 
withdraw  at  any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  pro- 
viding capital  growth  supervision 
to  portfolios  starting  with  from 
$5,000  to  $50,000.  To  take  your 
first  step  now,  simply  write  "send 
booklet"  with  your  name  and  ad- 
dress and  mail  to  Dept.J-42. 

Danforth  Associates 

Wellesley  hills,  Mass.,  us.a   oh8i 

Investment  Management    .    Incorporated  l9}6 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Stocks  That  Meet  The  Test 


Ix  MY  opinion,  it's  easy  to  be  carried 
away  by  the  surface  resemblance  be- 
tween October  1969  and  the  dramatic 
second-quarter  1968  uprush.  True, 
both  periods  had  the  benefit  of  a  back- 
ground where  there  never  before  had 
been  so  much  idle  cash  psychologically 
committed  to  common  stocks  in  the 
hands  of  so  few.  But  there  is  a  subtle 
difference  between  today  and  18 
months  ago  in  that  1969  already  has 
demonstrated  the  fact  that  there  is 
more  than  one  stock  market,  that  all 
of  the  1,300  stocks  listed  on  the  New 
York  Exchange  do  not  move  in  gear 
with  the  averages.  This  internal  price 
divergence  did  not  become  obviously 
apparent  until  the  second  half  of  1968. 
Thus,  the  fact  that  there  already 
have  been  private  bull  markets  in  the 
assured  high-growth,  high-multiple 
stocks  could  lead  to  a  shift  in  issue 
emphasis  from  here  on  out.  In  other 
words,  with  confidence  returning,  the 
emphasis  now  may  be  on  the  areas 
where  there  is  a  more  comfortable 
risk/reward  ratio,  plus  good  earnings 
visibility  for  1970.  This,  as  I've  noted 
in  recent  columns,  is  the  key  to  cap- 
turing special  attention. 

Earnings  Gains 

In  August,  I  singled  out  the  airlines 
as  a  specially  favored  holding  that 
meets  the  test.  I  still  hold  to  this  con- 
structive long  view  inasmuch  as  there 
is  reason  to  be  optimistic  about  three 
of  the  four  basic  factors  which  "make" 
airline  profits:  capacity  as  related  to 
traffic,  the  growth  of  traffic,  the 
level  of  expenses,  selling  prices.  Mat- 
ter of  fact,  I  believe  the  possible 
earnings  impact  of  today's  increased 
fares  has  been  under  rather  than  over- 
estimated. Illustrative  of  the  point,  I 
estimate  that  American  Airlines,  whose 
strike-depressed  1969  earnings  should 
duplicate  last  year's  $1.75  profit, 
could  gain  as  much  as  $2.50  to  $3 
per  share  before  taxes  annually  from 
the  Oct.  1  tare  increase-,  (wanted  that 
American's  new  South  Pacific  routes 
will  be  in  the  red  next  year,  I  can 
visualize  a  $3  earnings  potential  in 
L970.  The  new  air  buses  could  have 
an  earnings  impact  in  1971  and  1972. 

Ann  rican  Air  Filter  represents  an- 
other company  with  the  promise  of  a 

Mr.  Lurla  is  a  partner  in  the  New  York  Stock 
Exchango  firm  ol  Josephthal   &   Co. 


good  earnings  gain  in  1970.  Its  de- 
fense business,  which  represents  some 
40%  of  sales  and  which  lost  an  esti- 
mated 15  cents  per  share  in  the  cur- 
rent fiscal  year,  should  be  in  the 
black  next  year.  Foreign  business, 
which  is  growing  even  faster  than 
domestic  business  and  which  suffered 
essentially  nonrecurring  problems  in 
past  years,  should  be  an  increasingly 
important  source  of  earnings.  The 
growing  public  emphasis  on  air  pollu- 
tion has  tended  to  have  a  snowballing 
effect  on  incoming  business,  and  the 
backlog  is  near  record  high  levels. 
For  example,  the  demand  for  sophisti- 
cated filter  systems  has  increased,  as 
has  the  use  of  air  conditioning  in 
schools.  And  both  are  American  Air 
Filter's  particular  specialty.  I  believe 
earnings  for  the  fiscal  year  ended  last 
month  reached  a  new  peak  of  about 
$1.85  per  share  against  $1.51  in  1968. 

There  are  several  pluses  to  the 
proposed  acquisition  of  Kaiser  Jeep 
by  American  Motors.  Kaiser  Jeep,  with 
average  annual  operating  profits  of 
$10.6  million  in  the  past  five  years, 
probably  will  earn  $10  million  to  $12 
million  this  year  vs.  $15  million  in 
1968,  whereas  American  Motors'  net 
for  the  fiscal  year  ended  September 
probably  was  only  about  $4  million 
against  $3.3  million  in  fiscal  1968. 
While  American  Motors  has  made 
progress  in  reducing  its  breakeven 
point,  sales  are  the  name  of  the  game, 
and  sales  obviously  are  dependent  on 
two  things:  the  size  of  the  dealer  or- 
ganization plus  consumer  acceptance. 
With  this  factor  likely  to  be  strength- 
ened by  the  pending  acquisition,  I 
consider  American  Motors  an  interest- 
ing speculation  for  those  who  ate  in  a 
position  to  assume  the  obvious  risks 

I  see  some  special  pluses  lor  1970 
in  the  case  of  Emhart  Corp..  whose 
1969  earnings  may  be  close  to  or  ap- 
proximate last  year's  peak  profit  of 
$2.86  per  share  (before  nonrecurring 
charges  of  about  25  cents  per  share). 
For  one  thing,  the  bulk  of  the  ex- 
penses connected  with  a  major  new 
plant  in  the  company's  hardware  di- 
vision should  be  over  by  year's  end. 
Incoming  orders  plus  the  backlog  are 
well  above  year-earlier  levels  despite 
the  wideh  -publicized  decline  in  build- 
ing starts.  Second!) ,  it's  my  impression 
that    the    order    backlog    for    bottlc- 
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making  machinery  (this  year,  the  most 
important  divisional  source  of  earn- 
ings) will  earn-  these  operations  at 
capacity  through  next  year.  Thirdly, 
although  there  are  debits  in  the  out- 
look for  two  smaller  divisions,  these 
should  be  offset  by  credits  in  the 
remaining  parts  of  the  complex.  Em- 
hart,  whose  hardware  division  nor- 
mally is  the  largest,  is  a  building  prod- 
ucts maker  with  a  difference. 

Marathon  Oil  may  represent  ex- 
cellent value  for  long-term  apprecia- 
tion. For  one  thing,  I  don't  foresee 
nationalization  in  Libya.  On  the  con- 
trary. I  expect  the  company  to  benefit 
from  higher  crude  output  there,  both 
in  1969  and  1970.  Secondly,  Mara- 
thon is  making  progress  on  other 
fronts.  For  instance,  while  attention 
was  focused  on  the  North  Slope  sales, 
Marathon  was  adding  to  its  Cook  In- 
let output,  where  it  is  one  of  the  lead- 
ing producers.  I  estimate  that  Mara- 
thon will  earn  around  S3. 10  a  share 
this  year,  and  net  could  advance 
105!  a  year  for  several  years  past  1969. 

No   Major   Decision 

In  a  sense,  there  are  two  aspects  to 
the  key  question  facing  the  security 
buyer  today:  1)  Will  the  assumptions 
which  sparked  the  advance  later  be 
invalidated?  2  i  Will  the  initial  upside 
objective  be  realized  in  one  fell 
swoop — and  then  be  followed  by  a 
period  of  digestion?  On  the  first  score, 
I  still  feel  as  I  have  for  some  months 
that  there  is  no  necessity  to  make  a 
major  decision  now.  I'm  less  emphatic, 
however,  about  the  answer  to  the 
second  part  ol  tins  question,  for 
emotional  aspects  to  the  flight  to 
stocks  have  begun  to  appear.  There 
are  times  when  it's  wise  to  start 
leaning  against  the  wind."  This  could 
be  one  of  those  times — particularly 
in  the  ease  of  issues  which  may  have 
become  temporarily  overextended  in 
this  segmented  market. 

The  stock  market's  internal  health 
today  is  not  as  strong  as  it  has  been 
when  I  detailed  the  beneath-the-sur- 
face  pluses  in  past  columns.  While 
October  1969  adds  to  the  historical 
proof  that  the  market  often  turns  up 
just  as  the  aggregate  measures  of  pros- 
perity are  turning  down,  history  also 
indicates  that  the  early  stages  of  the 
upturn  aren't  in  the  form  of  a  con- 
tinuing explosion.  With  the  stock  mar- 
ket a  thermometer  of  the  nation's  in- 
flationary expectations,  spectacular 
stock  price  strength  might  be  a  barrier 
to  a  near-term  reversal  in  the  Federal 
Reserve  Board's  restrictive  policy, 
which  is  still  in  force.  ■ 


Mr.   Scluilz   is   on   a   business  trip. 
His  column  will  be  in  the  next  issue. 


INVESTMENT 
MANAGEMENT 


PERSONAL 

INVESTMENT 

MANAGEMENT: 

CAN  YOU  AFFORD  IT? 

Our  team  of  market  experts  with  computer-based 
research  will  manage  your  individual  account 
worth  $5,000  to  $1 0,000  for  $200  a  year.  (And 
even  lower  percentages  for  larger  accounts.)  You 
own  the  stocks.  But  we  do  the  research,  make  buy 
and  sell  decisions,  aim  for  aggressive  capital 
growth.  And  if  you  find  we're  not  well  worth  the 
money,  you  can  discontinue  at  any  time. 

Send  today  for  our  complimentary  booklet  "Declare 
Your  Own  Dividends"  and  decide  for  yourself 
whether  you  can  afford  not  to  afford  us. 


SPEAR&STAFF.  INC. 

Investment  Management  Division    Dept.  MF-N15 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name, 


Address- 
City 


State. 


.Zip. 


A   registration  statement  relating  to  these  securities  has  been  filed  with  the  Securities  and  Exchange 
Commission  but  has  not  yet  become  effective.  These  securities  may  not  be  sold  nor  may  offers  to 
buy  be  accepted  prior  to  the  time  the  registration  statement  becomes  effective.  This  advertise- 
ment shall  not  constitute  an  offer  to  sell  or  the  solicitation   of  an   offer  to  buy  nor 
shall  there  he  any  sale  of  these  securities  in  any  State  in  which  such  offer,  solic- 
itation   or    sale    would    be    unlawful    prior    to    registration    or    qualification 
under  the  securities  laws  of  any  such  State. 


PROPOSED  NEW  ISSUE 


November  15,   1969 


5,000,000  Shares 
Colonial  Income  Fund,  Inc. 

Common  Stock 


Colonial  Management  Associates,  Inc. 

Investment  Adviser 


The  Fund  will  operate  as  an  open-end,  diversified  investment  com- 
pany seeking  the  highest  possible  income  consistent  with  reasonable 
risk.  The  Fund  will  accept  for  redemption  at  net  asset  value  any  shares 
tendered,  but  does  not  intend  to  make  a  continuous  offering  of  shares. 


Offering  Price  $10  per  share 

(In  single  transactions  involving   2,500   shares 
or  more,  the  public  offering  price  is  reduced. ) 


A  copy  of  the  Preliminary  Prospectus  may  be  obtained  from 
an  investment  dealer  in  your  own  community  or  from 

The  First  Boston  Corporation 

NEW  YORK        BOSTON        CHICAGO        CLEVELAND         LONDON 
PHILADELPHIA  PITTSBURGH  SAN  FRANCISCO  ZURICH 
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The  Bettmann  Archive 


Suddenly 
FORBES  is  first, 


Suddenly  last  spring  FORBES  pulled  ahead  of  Business 
Week  in  U.S.  circulation.  Which  puts  us  in  the  leading 
position  in  domestic  circulation  among  the  nation's  big 
three  business  magazines.  It's  right  there  in  the  latest 
ABC  Publishers'  Statements  (for  six  months  ending 
6/30/69)  for  anyone  to  see  . . . 

U.S.  CIRCULATION 

FORBES  580,366 

BusinessWeek  575,906 

Fortune  489,695 

FORBES  passed  Fortune  in  U.S.  circulation  way  back  in 
1964.  And. subsequently  outpaced  them  in  total  circula- 


tion in  '67.  For  some  time  now  we've  been  edging  up  on 
Business  Week.  And  suddenly ...  in  U.S.  circulation  we're 
first. 

It  figures,  really.  FORBES  is  a  magazine  written  for  the 
top  management  men  of  America.  And  it  most  assuredly 
is  read  by  them.  A  recent  study  by  the  independent  re- 
search firm  of  Erdos  and  Morgan,  Inc.,  found  that 
FORBES  is  read  regularly  by  seven  out  of  ten  top  man- 
agement executives  of  the  nation's  500  largest  industrial 
corporations.  More  top  management  than  reads  Business 
Week,  Time,  Fortune,  U.S.  News  &  World  Report,  or 
Newsweek  regularly. 

Never  was  a  magazine  written  for  the  few  read  by  so 
many  of  them. 


Forbes:  capitalist  tool 


THE  FUNDS 


After  the  Drought 

Technology  Fund — once  called  Tele- 
vision-Electronics Fund — was  one  of 
the  first  hot  mutual  funds.  By  sinking 
most  of  its  money  into  electronics 
in  the  Fifties,  capitalizing  on  the  in- 
vestor fever  of  the  times,  it  had  assets 
of  $455  million  by   1961. 

Predictably,  though,  it  also  had  to 
pay  the  price  for  putting  all  its  eggs 
in  one  basket.  The  1962  stock-market 
bust  hit  high-priced  electronics  stocks 
especially  hard,  and  startled  fund 
shareholders  began  to  cash  in  their 
shares.  Technology  Fund  had  more 
redemptions  than  new  sales  for  three 
straight  years  starting  with  1962. 


Hawkinson   of  Technology  Fund 

SheUshocked  management  dumped 
.i  new  president — John  Hawkinson, 
who  had  been  an  investment  man  for 

a  small  Iowa  insurance  company  — 
into  the  middle  of  this  mess  late  in 
1962.  and  early  in  1963  he  sold  effec- 
tive control  ot  the  fund's  management 
company  to  Kansas  City  Southern  In- 
dustries. "At  the  time  I  came  in," 
he  recalls,  "we  had  an  annual  sales 
rate  of  S6  million  and  an  annual  re- 
demption rate  of  nearly  $30  million." 
But  instead  of  trying  to  boost  sales, 
Hawkinson  fired  all  but  one  of  the 
Fund's  wholesalers.  "I  made  no  sales 
effort  until  I  thought  we  had  cor- 
rected deficiencies  in  portfolio  man- 
agement and  shareholder  and  dealer 
service,"  he  says.  "There  were  no  real 
strengths  in  portfolio  analysis.  We  had 
a  large  number  of  electronics  stocks 
that  had  had  a  significant  price  ad- 
vance, probably  without  fundamental 
merit."  In  other  words,  the  fund  had 
been    luckv,    and    the    1962    market 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities.  No  offering  is 

made  except  by  a  Prospectus  filed  with  the  Department  of  Law  of  the  State  of  New  York  and  the  Bureau 

of  Securities,  Department  of  Law  and  Public  Safety  of  the  Slate  of  New  Jersey.  Neither  the 

Attorney  General  of  the  State  of  New  York  nor  the  Bureau  of  Securities  of  the  State 

of  New  Jersey  has  passed  on  or  endorsed  the  merits  of  said  offering. 


NEW  ISSUE 


October  31,  1969 


1,750,000  Shares 

Fidelity  Mortgage  Investors 

Shares  of  Beneficial  Interest 

(Par  Value  $1  per  Share) 


Price  $20  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the  undersigned 
as  may  legally  offer  these  Securities  in  compliance  with  the  securities  laws  of  such  State. 


Walston  &  Co.,  Inc. 
Bache  &  Co.       Bear,  Stearns  &  Co.       Clark,  Dodge  &  Co.       Dominick  &  Dominick, 

I ncorporated  Incorporated  Incorporated 

Goodbody&Co.  Ladenburg,Thalmann&Co.  W.C.Langley&Co.  R.W.Pressprich&Co. 

Incorporated 

Bateman  Eichler,  Hill  Richards  J.  C.  Bradford  &  Co.  Estabrook  &  Co. 

Incorporated  Incorporated 

Faulkner.Dawkins&Sullivan      H.Hentz&Co.      Hirsch&Co.,     Oppenheimer&Co. 

Securities  Inc.  Incorporated 


Rauscher  Pierce  &  Co.,  Inc. 


Thomson  &  McKinnon  Inc. 


HOW  DO  YOUR  FUNDS 

COMPARE  WITH   GFG'S 

DYNAMIC  LIST? 

NO-LOADS  (No  Broker  Fee) 

BASIC  REFERENCE  DATA 

On  all  GFG  listed  funds. 

PORTFOLIOS 

In  2  Dynamic  Growth  categories. 

FUND  OF  THE  MONTH 

A  small  fund  that  shows  dynamic  potential. 

CHARTS 

On  at  least  36  funds.  High,  low  and 

closing  on  log  scale,  assets,  distributions  & 

inflow  of  capital-plus  transparent  indicies, 

comparators  and  %  ruler. 

DEVELOPING  FUNDS 

Listing  of  new  funds  and  follow-ups  on 
potential  GFG  supervised  listings. 

CURRENT  FUND  NEWS 
FUND  RATINGS 

Numerical  rating  revised  monthly. 

ROTATIONAL  FUND  UPGRADING 

24-PAGE  TRIAL  +  BONUS 
"NO-LOAD  VS.  LOAD" 

ALL  FOR  *1  (New  Subscribers  Only) 

Just  send  this  ad  and  $1  to: 
GROWTH  FUND  RESEARCH,  Inc. 

Dept.  F-6,  P.O.  Box  2109 

Long  Beach,  Calif.  90801 

Subscription  cannot  be  assigned  without  your  consent 


Put  FW's  67  years 
of  successful 
experience  to  work 
for  you  now 

Devoted  since  1902  to  giving  in- 
vestors the  facts  and  guidance 
that  point  to  sound  stock  values 
in  every  kind  of  market,  FW  and 
its  Added  Services  can  give  you 
just  the  investment  help  you  need 
to  make  the  best  possible  deci- 
sions regarding  your  securities 
now  and  in  the  crucial  weeks 
ahead.   Start  now   .   .   . 

Try  FW's  Comprehensive  Service  NOW 
on  this  Special  $6  Introductory  Offer 

YOU  GET  ALL  THIS:  (1)  Twelve  weekly 
issues  of  FW  (2)  Three  monthly  sup- 
plements of  "INDEPENDENT  AP- 
PRAISALS" (3)  Advice-by-Mail  Privi- 
lege each  week  (4)  The  $2.75  Twelve- 
Year  (1957-1968)   Stock  Record  Book. 

MONEY-BACK  GUARANTEE-lf  this  sounds 
like  $6  worth  of  tax-deductible  expense 
to  you,  just  send  payment  with  your 
name  and  address  to  Dept.  FB-1115. 
Money-back  guarantee  if  not  satisfied 
within  30  days. 

FINANCIAL  WORLD 

Dept.   FB-1115 
17  Battery  Place,  New  York,  N.Y.  10004 
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T.  ROWE  PRICE 
GROWTH  STOCK 
FUND,  INC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

HQ  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 


EBB  UMS  BKB  DSB  MM  BH  SKS  w3 


New  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDinc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 

Name 

Address 

City 
Zip  Code 

State 

break  pricked  many  bubbles. 

Hawkinson  started  to  build  up  the 
sales  force  again  in  1964,  and  sales 
of  new  shares  gradually  began  to 
climb  until  they  outpaced  redemp- 
tions in  1965.  But  Technology  still  had 
an  image  problem,  even  though  it  had 
broadened  its  investment  policy.  The 
hot  funds  of  the  Sixties  were  small 
ones  that  turned  over  assets  rapidly. 

Jump   Aboard 

So  Hawkinson  started  one  of  his 
own,  Supervised  Investors  Growth,  in 
1966.  This  gave  him  the  flexibility 
investors  wanted  in  a  fund  and  got 
around  another  problem  that  isn't 
widely  recognized.  "If  you've  had  a 
major  fund  for  ten  years  or  longer, 
and  you  have  made  several  good 
portfolio  selections — it  was  impossible 
to  have  bought  IBM  a  decade  ago 
without  great  appreciation — then  you 
have  a  very  substantial  unrealized 
appreciation,"  he  says.  Which  means, 
of  course,  that  new  shareholders  are 
buying  a  capital  gains  tax  liability 
even  before  they  realize  a  penny  in 
profit.  Says  Hawkinson:  "Sophisticated 
investors,  the  institutions  and  very 
large  individual  investors,  are  reluc- 
tant to  purchase  a  future  tax  liability." 

The  new  fund  has  sold  well.  After 
three  years  its  assets  were  $152  mil- 
lion vs.  $625  million  for  Technology. 
Urged  on  by  this  success,  Hawkin- 
son last  February  started  a  speculative 
fund,  Supervised  Investors  Summit, 
which  grew  to  $33  million  in  seven 
months.  Total  sales  of  Hawkinson's 
funds  in  the  fiscal  year  ended  last 
month  were  about  $197  million  vs.  $77 
million  in  1967  and  $11  million  in 
1964.  Hawkinson,  in  short,  seems 
to  have  licked  the  sales  problem. 

What  remains  is  to  keep  that  new 
money  flowing  in  through  consistent- 
ly above-average  performance — some- 
thing that  has  eluded  him  in  the 
past.  Forbes  latest  fund  ratings  (Aug. 
15)  gave  Technology  Fund  a  B  in 
up  markets  but  a  D  in  down  markets. 
Even  SIG's  gains  of  59%  and  25%  in 
the  last  two  years  were  just  average 
for  funds  that  size. 

Trying  to  stay  ahead,  Hawkinson 
has  been  switching  from  computer 
stocks  to  consumer  issues  like  Bank- 
America  Corp.,  Kraftco  and  Owens- 
Illinois.  He  believes  that  "quality  con- 
sumer-oriented stocks  at  12  to  15 
times  multiples  with  the  prospect  of 
8%  to  10%  compounded  earnings 
growth  look  good — because  over-all 
corporate  earnings  probably  will  be 
down  10%  to  12%  in  the  fourth  quarter 
and  the  first  quarter  next  year."  When 
Hawkinson  gets  through,  his  funds 
may  no  longer  have  much  to  do  with 
technology,  but  they  will  certainly 
have  more  flexibility.  ■ 


| WARRANTS 

=      move  faster  and  further  than  any  other  type  of 

security — both  up  and  down.  Thus,   in  previous 
1     years,   General  Tire  &   Rubber  Warrants   moved 
g     from  4  Vi  to  206  and  United  Air  Lines  Warrants      | 
H     from   4V„    to   126  amid  a   host  of  similar  ex-      § 

amples,   while  a    Martin-Marietta    Warrant  skid- 
g     ded  from   46 '/4    to   145/8   with  plenty  of  down-      § 
|     side  company.  Since  the  outstanding  leverage  of      § 
|      Warrants  is  indisputable,  and  since  the  number 
=     of  actively-trading  Warrants  is  growing  rapidly —      g 
=      170  currently  that  you  should  know  about — with 
§      more,  top-flight    companies    issuing    Warrants;      § 
S      AMK,  Gulf  &  Western,   Ling  Temco,  Loew's  etc. 
g     — you   should    know   what   Warrants   are,   which      g 
g     Warrants  trade  in  today's  market,  and  the  basic      § 
g     rules  for  recognizing   opportunities  in  Warrants      g 
g  "  _(and  dangers)   when  they  occur. 
|      The  R.H.M.  Warrant  &  Stock  Survey  +   Stocks      | 
g      Under  10.   is  one  of  the   largest  and   most  re-      = 
g      spected    investment    services    covering    the    War-      g 
g      rant  field,  with  more  than  too  decades  of  ser- 
g      vice  to  investors  under  the  editorship  of  Sidney 
1      Fried,  a  name  associated  with  the  Warrants  field 
g"      in   every  financial  center  of  the  western   world.      g 
1     Let  us  tell  you  how  our  service  approaches  dcvel- 
1      oping  opportunities  in  Warrants,   in  the  general 

stock  market,  and  in  "Stocks  Under  10".  Thsre 
g      is  no  obligation,   and  there  is  no  cost  for  this      § 
g      valuable  information,  yet  it  could  mean  a  great      g 
=     deal  to  you    in  the   active  marl.cts  ahead.    For      g 

your  free  copy,    send   today  to   Warrants.    Dept. 
g      F-413,    R.H.M.    Associates,    220    Fifth   Avenue, 
I      New    York,    N.Y..    10001. 
|liilll]!nillllll!l!!llllllllllllllll!lllllllllll!ll!:i|lllll!llllll'l|lll!ll!lllllll!IIIIMII!illl!l!:!llllllllll!l!il!i:' 


SILVER,   BELLIES 

are  Swinging  Markets  for 
COMMODITY  TRADERS 

With  cai'y  ranges  up  to  $300  or  more,  Silver  and 
Pork  Bellies  can  swing  thousands  of  r>l:ars  from 
present  levels.  Grains,  Oi's,  Cccaa,  Cottcn  and 
Citrus  are  breaking  cut.  Now  is  the  tima  to  lock 
into  fasf-mouing  commodity  futures.  Send  f'day 
fcr    free    booklet     and     recent    trading     bjletlns. 


MANAGED  ACCOUNTS  (COMMODITIES) 
Personal  management  under  limited  power  o! 
attorney  is  available  fcr  accounts  trading  in 
commodity  futures.  The  so'.icitaticn  of  clients 
is  matle  only  through  the  offering  circular, 
copies  of  which  may  be  obtained  from  tho 
undersigned  except  in  these  states  wherein 
the     undersigned     is     not     legal  y     qualified. 


COMMODITY  FUTURES  FORECAST 

90  W.  B'way,  New  York  7,  BA  7-64S4 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 

quarterly  dividend  of  22'/2<Z  per  share 

on  the  outstanding  Common  Stock, 

payable  on   December  1,  1969,  to 

stockholders  of  record  on  November 

10,  1969.  The  transfer  books  will  not 

close. 

October  23,  1969. 

RAMSEY  E.  JOSLIN,  Treasurer 

OIVISIONS  NATIONAL  DISTILLERS  PRODUCTS  CO 

US  INDUSTRIAL  CHEMICALS  CO. 

BRIDGEPORT  BRASS  CO. 

ALMADEN  VINEYARDS,  INC  •  TEXTILES 

INTERNATIONAL 


HOW  TO  WRITE 
PUTS  AND  CALLS 

Guide  to  a  Sound   Investment   Practice 

by  LYLE  T.  ALVERSON 

$6.00 

EXPOSITION  PRESS,  JERICHO,  N.Y.  11753 
Order  from  publisher  or  from  Brentano's, 
Doubleday  or  other  stores. 
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Trends 

&.  Tangents 

(Continued  from  page  12) 
place  of  the  enormous  rotary  kilns 
— some  run  30  feet  in  diameter  and 
600  feet  in  length — in  which 
cement  is  now  made.  The  advan- 
tages claimed  are  that  the  new 
process  will  make  cement  of  higher 
quality  from  poorer  raw  materials 
while  using  far  less  fuel,  and  will  do 
it  in  minutes  instead  of  hours.  The 
new  process  also  promises  to  make 
economical  much  smaller  cement 
plants  that  could  be  widely  scat- 
tered geographically,  superseding 
the  giant  plants  (as  much  as  five 
million  to  ten  million  barrels  an- 
nual capacity  )  that  have  been  built 
in  recent  years. 

Second  Chance 

Though  Studebaker  has  long 
since  abandoned  the  auto  business, 
Studebaker's  prestigious  Avanti  II 
is  alive  and  doing  very  well  in 
South  Bend,  Incl.  With  15  dealer- 
ships and  25  salt's  affiliates.  Avanti 
Motor  Corp..  which  took  over  the 
Studebaker  designs  five  years  ago, 
sold  125  units  in  1968,  150  so  far 
in  1969.  and  expects  to  sell  225 
in  1970.  Ironically  enough,  this 
high-priced  ($7,000— $8,000)  cus- 
tom-built car  lias  done  much  better 
as  an  independent  offshoot  than  it 
ever  did  in  Studebaker's  hands.  In 
five  years  Avanti  Motor  Corp.  has 
sold  more  Avantis  than  Studebaker 
did  in  the  same  amount  of  time 
even  though  the  price  today  is 
S  1,500  higher  than  that  Studebaker 
charged. 

Generate  Your  Own 

Not  since  the  completion  of  the 
Brooklyn  Bridge  back  in  1883  has 
Brooklyn  been  noted  for  its  tech- 
nological innovations,  but  two 
building  projects,  now  under  way 
there,  are  firsts  in  the  New  York 
City  area.  A  major  new  office  build- 
ing in  downtown  Brooklyn,  and  a 
regional  shopping  center  in  Brook- 
lyn's Mill  Basin  area,  will  both 
employ  gas-powered  "total  energy" 
systems  to  generate  their  own  elec- 
tricity and,  with  the  waste  heat, 
supply  air  conditioning  in  summer 
and  heating  in  winter.  The  shop- 
ping center  will  include  a  two- 
level  enclosed  air-conditioned  mall, 
1  million  square  feet  of  shopping 
space  in  over  100  stores  (including 
two  department  stores,  Macy's  and 
Alexander's)  and  a  multi-level 
parking  garage  with  a  capacity  of 
some  4,000  cars.  ■ 


257th  COMMON  DIVIDEND 

A  regular  dividend  of  Fifty  Cents  (50O  per 
share  has  been  declared  upon  the  Common 
Stock  of  American  Brands,  Inc.,  payable 
in  cash  on  December  1,  1969,  to  stock- 
holders of  record  at  the  close  of  business 
November  10,  1969.  Checks  will  be  mailed. 

C.  A.  Mehos,  Treasurer 
October  28,  1969 
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MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
of  10.5%  net   and  higher. 

mexletter 

INVESTMENT  C0UNSEL-HAMBURG0  165 
MEXICO  6,  D.F.    TEL.  11-4306 


Growth 
industry  ^ 
Shares, 
inc. 


Since  1946 


A  MUTUAL  FUND 

INVESTING  IN 

GROWING  COMPANIES 


You  Buy  Direct 

GIS  has  no  salesmen  . . . 
pays  no  commissions 

Prices:  Net  Asset  Value  per  share  plus 
3%  on  investments  under  $2000,  reduc- 
ing to  1%  on  $25,000  or  more. 


Mail  coupon  below  for  copy  ol  prospectus. 


Growth  Industry  Shares,  Inc.,  Room  1018 
6  N.  Michigan  Ave.,  Chicago,  III.  60602 


City 
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GROWTH   REPORT 

With  the  rolling  of  a  wide  range  of 
sizes  and  grades  and  enthusiastic 
customer  reaction,  the  new  mill  has 
proven  soundness  and  capability  to 
enhance  sales  and  earnings. 

Start-up  expenses  have  been 
costly  and  the  major  reason  for  a 
third  quarter  operating  loss  of 
$41,283  before  taxes  on  sales  of 
$12,277,184.  Nine  months  results 
are  earnings  of  $1,474,467  before 
taxes  on  sales  of  $39,927,893.  Com- 
parable 1968  results,  affected  by  a 
strike  which  began  in  early  Septem- 
ber, are  a  quarter  loss  of  $315,931 
on  sales  of  $9,947,882,  and  nine 
months  earnings  of  $2,725,368  on 
sales  of  $36,019,864. 

On  a  per  share  basis,  comparable 
figures  after  taxes  for  1969  are  $0.04 
and  $0.71  (with  the  application  of 
investment  tax  credit)  as  compared 
to  $0.43  and  $1.85  in  1968  (also 
with  the  application  of  investment 
tax  credit  and  extraordinary  income 
of  $0.42  per  share). 

For  full  particulars,  request  copy 
of  Report  to  Shareholders. 

DIVIDEND  NO.  213 

The  Board  of  Directors  of  Latrobe 
Steel  Company  has  declared  a  reg- 
ular quarterly  dividend  of  15  cents 
per  share  on  the  common  stock,  pay- 
able December  15,  1969  to  share- 
holders of  record  at  the  close  of 
business  November  28,  1969. 


October  23,  1969 
Latrobe,  Pa. 


G.  E.  McDonald 
Secretary 


LATROBE 

The  Specialty  Steel  Company 


■1.t.~tth  IHriilvntl 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 

Consecutively  I'aid 

For  102  Years 

A  quarterly  dividend  of  sev- 
enty, will 
be  paid  on  12, 
1969,  td  -  rs  of  rec- 
ord No 

W.  1RV1NI  .  JR. 

Chairman  and 

Divisions 

Transportation  Equipment 

Pu/lman-S/andaro1 

Trai'mobile 

Transport  Leasing 

Engineering/Construction 

The  M.  W.  Kellogg  Company 

Swindell-Dressier  Company 

Principal  Subsidiaries 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Empresas  Tecnicas  Asociadas 

Pullman,  S  A   (Mexico) 
Unimation,  Inc. 
Berry  Metal  Company 


READERS  SAY 


(Continued  from  page  15) 

agement.  nothing  could  be  further  from" 
the  truth.  In  my  opinion.  Howard  Clark 
did  a  masterful  job  of  keeping  the  oper- 
ating business  moving  dramatically  ahead 
while,  at  the  same  time,  righting  the  cor- 
porate ship  which  had  been  shaken  by 
the  salad  oil  events. 

— Warren  E.  Buffett 

General  Partner 

Buffett  Partnership,   Ltd. 

Omaha,  Neb. 

A   Public  Service 

Sir:  I  believe  that  in  publishing  the 
interview  with  Dr.  Jean  Mayer  (Forbes, 
Oct.  1 )  you  have  performed  a  public  ser- 
vice. It  is  not  often  that  this  subject  [being 
overweight]  appears  in  a  national  maga- 
zine aimed  at  exactly  the  sample  of  the 
population  that  most  needs  to  be  reached. 
From  a  dollars-and-cents  point  of  view. 
the  country  can  ill  afford  to  prematurely 
lose  the  abilities  of  these  men.  Yet  if  you 
will  examine  the  statistics,  death  due  to 
the  atherosclerotic  diseases  has  reached 
epidemic   proportions. 

— John  H.  Spurgeon 
Columbia,  S.C. 

Wrong  Side  of  the  Figure 

Sin:  Mr.  Arthur  A.  Fletcher  (Forbes, 
Oct.  15)  says  he  is  told  2.200  hours  will 
produce  a  carpenter.  He  then  says,  "Come 
on,  now,"  to  show  that  he  does  not  think 
this  is  true.  He  is  correct,  but  on  the 
wrong  side  of  the  figure.  Four  years  as 
an  apprentice  is  required  before  a  man 
can  become  a  journeyman  carpenter,  and 
is  equivalent  to  8,000  hours  at  the  trade. 
Why  say  that  a  professional  craftsman  is 
not  a  highly  educated  person?  A  good 
tradesman  in  construction  has  to  be  self- 
educated,  and  is  highly  skilled,  and 
should  be  well  paid. 

— Norman  B.   Munson 
Utica.  111. 

A  Return  to  the  Past 

Sir.:  In  your  editorial  of  Oct.  15,  you 
regard  as  a  huge  advance  the  imbedded 
radio  antenna  in  the  windshield.  My  ex- 
perience has  been  a  loss  of  about  20? 
reception.  Why  not  go  back  to  the  auto- 
matic retractable  antenna  when  you  turn 
oil  the  radio? 

— Fred  Hostetter 
Far  Hills,  N.J. 

And  the  Tourists,  Too 

Sir:  Your  comment  of  Oct.  15,  regard- 
ing airport  "use"  tax  is  interesting.  As  an 
active  "user"  of  airports  and  airplanes, 
1  agree.  Ihtt  let's  also  tax  the  sightseers 
who  by  their  "use"  glut  the  parking  lots 
and   access   roads. 

— France  Betten 
Bidgewood,  N.J. 

Sir:  1  have  just  flown  in  from  London 


to  Philadelphia  where  I  always  come 
now,  for  there  is  no  stack-up  and  no  de- 
lay and  no  problems. 

— Mary  Hyde 
New  York,  N.Y. 

less  Talk,  More  Action 

Sir:  With  reference  to  your  "Side' 
Lines"  article  on  the  conference  at  the 
Fairmont.  I.  for  one,  am  not  terribly  im- 
pressed. The  old  adage  "talk  is  cheap" 
seems  particularly  applicable  here.  Let 
us,  the  students,  and  others,  see  some 
.  real  attempts  to  solve  some  of  the  prob- 
lems so  eloquently  outlined  by  the  par- 
ticipants of  the  conference. 

— Boger  H.  Lustberg 

Secretary-Treasurer, 

The  Ivy  Network  Corp. 

New  Haven,  Conn. 

Rolling  Along  on  Those  Cycles 

Sir:  I  took  my  Sept.  15  copy  of 
Forbes  home  for  my  wife  to  read,  hope- 
fully impressing  her  with  the  fact  that 
if  a  sophisticate  such  as  Malcolm  Forbes 
would  ride  a  motorcycle  I  could  not 
be  all  bad.  My  wife's  comments  were  that 
at  least  Mr.  Forbes  stops  by  the  store  on 
the  way  home  and  picks  up  a  little  piece 
of  Faberge  for  Mrs.  Forbes. 

— Allen  T.  Sullivan 
Nashville,  Tenn. 

Sir:  Are  all  cyclists  nuts?  Maybe,  but 
it  is  fun.  I  graduated  from  Amherst  '40 
and  Harvard  Business  School  40-41  be- 
fore I  ever  learned  to  ride.  So  if  I  am 
nuts,  I'm  not  stupid. 

— E.  Quentin  Johnson 
Ladue.  Mo. 

/  Not  Y 

Sir:  Maserati  Ghibli,  surely!  (Fact  <b 
Comment,  Oct.  15.)  Y  the  Y? 

— Peter  Bently 

Executive  Vice  President. 

Shepherd  Casters 

St.  Joseph,  Mich. 

Booboo— MSF. 

Army   vs.   The  Air  Force 

Sir:  General  Lauds  Norstad  indeed 
was  promoted  to  four-star  rank;  but  in 
the  "Air  Force"  and  not  the  Army 
(  Forbes,  Oct.  15,  p.  48).  Maybe  the  Gen- 
eral's World  War  II  Army  Air  Corps 
experience  led  the  writer  to  a  hasty  con- 
elusion. 

— Ernest  G.  Kerby  Jr.,  Major.  USAF 
Maxwell  AFB,  Ala. 

A  Difference  of  a  Letter 

Sir:  In  a  recent  article  on  Spartans  In- 
dustries, Mr.  Bassine  was  quoted  relative 
to  "the  disposition  of  Arlan's."  Obviously, 
the  reference  was  to  Arlens.  a  real  estate 
concern  whose  similar  name  is  often  con- 
fused with  ours. 

— Keith  B.  Smith 

Vice  President,  Marketing, 

Arlan's  Department  Stores 

New  York,  N.Y. 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


There  is  no  gain  so  certain  as  that 
which  arises  from  sparing  what  you 
have.  — Publilius  Syrus 


.  .  .  when  we  learn  to  give  thanks, 
we  are  learning  to  concentrate  not  on 
the  bad  things,  but  on  the  good  things  _ 
in  our  lives.  — Amy  Vanderbilt 


As  a  general  rule,  nobody  has  mone| 
who  ought  to  have  it. 

— Benjamin  DisraeJ 


The  love  of  economy  is  the  root  of 
all  virtue.    — George  Bernard  Shaw 


The  most  substantial  people  are  the 
most  frugal,  and  make  the  least  show, 
and  live  at  the  least  expense. 

— Francis  Moore 


Let  us  all  be  happy  and  live  within 
our  means  even  if  we  have  to  boner 
the  money  to  do  it  with. 

— Artemus  Ward 


Want  of  prudence  is  too  frequently 
the  want  of  virtue. 

— Oliver  Goldsmith 


The  returns  from  hard  work  are  like 
the  income  from  a  safe  investment — 
the  return  may  be  modest  but  it  is 
sure.  — William  Feather 


Money  is  of  a  prolific  generating 
nature.  Money  can  beget  money,  and 
\{<<  offspring  can  beget  more. 

— Benjamin  Franklin 


He  that  hath  money  in  his  purse 

cannot  want  a  head  for  his  shoulders. 

— James  Howell 


Property  is  desirable  as  ihe  ground 
work  of  moral  independence,  as  a 
means  of  improving  the  faculties,  and 
of  doing  good  to  others,  and  as  the 
agent  in  all  that  distinguishes  the 
civilized  man  from  the  sav 

— James  Fenimore  Cooper 


A  father  is  a  banker  provided  by 
nature.  — French  Proverb 


Money  makes  up  in  a  measure  all 
other  wants  in  men. 

— William  Wycherley 


B.  C.  FORBES 

Andrew  Carnegie  once  said: 
"The  first  thing  that  a  man 
should  learn  to  do  is  to  save 
his  money.  .  .  .  Thrift  not  only 
develops  the  fortune,  but  it  de- 
velops also  the  man's  character." 
Savings  are  your  stored-up  la- 
bor. You  can  exchange  this 
stored-up  labor  for  things  you 
desire.  The  man  who  spends 
as  he  goes  seldom  goes  far.  A 
bank  account  raises  a  man's  self- 
respect,  enhances  his  manliness, 
increases  his  self-confidence, 
strengthens  his  peace  of  mind, 
and  thereby  makes  him  a  better 
employee,  a  better  citizen,  a 
better  father. 


Happiness  is  dependent  on  the  taste 
and  not  on  things.  It  is  by  having 
what  we  like  that  we  are  made  happy, 
not  by  having  what  others  think  de- 
sirable. — La  Rochefoucauld 


Let  us  keep  a  firm  grip  upon  our 
money,  for  without  it  the  whole  as- 
sembly of  virtues  are  but  as  blades  of 
grass.  — Bhartrihari 


Poverty  is  a  great  enemy  to  huma 
happiness;  it  certainly  destroys  liberty! 
and  it  makes  some  virtues  impractica 
ble,  and  others  extremely  difficult. 

— Samuel  Johnso? 


There  is  too  much  stress  today  01 
material  things.  I  try  to  teach  my  chil 
dren  not  so  much  the  value  of  cents 
but  a  sense  of  values. 

— Morris  Frankli> 


Today's  value  system  considers  hold- 
ing on  to  one's  money  as  important  as| 
holding  on  to  one's  sanity. 

— James  A.  KnichtI 


Spend  and  be  free,  but  make  nol 
waste.  — John  RayI 


One  is  weary  of  hearing  about  theji 
omnipotence    of   money.    I    will    say 
rather  that,  for  a  genuine  man,  it  is  no 
evil  to  be  poor.    — Thomas  Carlyle 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  Neio 
York,  N.Y.  10011.  (Sales  tax:  New 
York  State,  from  3%  to  6%;  New 
York  City,  6%.) 


A  Text . . . 

Sent  in  by  Mrs.  Silas  E.  Som- 
mer,  Merrill,  Wis.  What's  your 
favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


/  will  sing  unto  the  Lord,  because  he 
hath  dealt  bountifully  with  me. 

—Psalm  13:6 


124 


FORBES,  NOVEMBER  15,  1969 


uc^cwiBtH  1./969  /  SIXTY  CENTS 


The 

Shattered 

Image  of 

itton  Industries 


fl  1 


If  you  bring  but  one  gift  to  a 
friend,  make  it  the  gift  known 
around  the  world* 

Give 'Black  &Whiter 

Scotch  for  people  who  know  the  difference* 

N  DEO .  BO  T  N  VC  SO  I    0 1 STR I BUTOI 


BLACK  &  WHITE' 

SCOTCH  WHISKY 


COMPANY  INDEX 

Admiral  .32 

Ak.«i    Alummu.n                   80 

AU.liany                           7 

Amble                                        89 

Amecicin     B-keries     23 

American    Bil.rite    Rubter  IJ 

Areri:an     Can  54 

Anuriean    Home  44 

AUK                               86 

S»*T                                         68.  90 

Asamera     Oil     80 

Asarco     25 

Anaconda       80 

Avon    Products  82 

Babcock  &  Wilcox                 68.  80 

Bank   of    America    

Beaunit     Mills  25 

Beckman     Instruments    32 

Bethlehem    Steel    80.  94 

Boeing             80 

Bristol    Meyers    44 

British     Petroleum     82 

Canadian     Pacific                   82 

Chase    Manhattan    Bank    25 

Cheiebrough-Pond's  58 

Chrysler      27 

CIT    Fmancnl                                         ..  32 

Columbia     Pictures     94 

Combustion     Engineering     ....    68.  82 

Commonwealth     Edison      66 

Connecticut     General  23 

Cook     United             15 

Cummins     Engine     54 

Data    Processing    Financial    I 

General       67 

Dreyfus                                                     .  91 

Du    Pont                      54 

El    Paso    Natural    Gas      24 

Farrell    Lines    26 

Fedders                                    82 

Federal    National    Mortgage    80 

Ford    Motor                                86 

Foster   Wheeler  70 

Freeport     Sulphur                                .  80 

General    Electric                          17.   32.  70 

General     Motors     86 

Georgia     Pacific                      82 

Global    Marine  80 

Golconda    Mining  24 

Goodyear    Tire    4    Rubber               8.  27 

Granduc         25 

Grant    Assoc.  23 

Greyhound  67 

Gulf    L     Western  46 

Gulf     Oil  89 

Haliburton                   82 

Hecla      Mining  24 

Hewlett-Packard  28 

Hy  grade    Foods  23 

IBM                                8.    27.    54.    67.  76 

ITT  82 

Inves'ois    Diversified    Services        .  92 

Investors    Overseas    Semice  21 

Johnson     4,     Johnson                            .  .  82 

Kaman                                                  .  67 

Kearney-National  65 

Kennecott                                                 .  80 

Keystone    Funds    .                              .  .  90 

Kerr-McGre                                  80 

Ketchum 

Kidder     Peabody  23 

Landis    Tool                              28 

Leasco  67 

Levin    Townsend   Computer  67 

Link-Belt  32 

Lionel                            8 

Litton    Industrie*   26.  82 

Lockheed                                7.  67 

Loew's    Theatres     82 

Loom  is.    Sayles    4    Co 92 

Lucky   Stores  94 

Marten  nan  23 
Matsushita     Electrical                      .90 

Merck                                            82 

MGM                              46 

Mitsubishi     Bank  22 

Monsanto  10 

National    Cash     Register    26 

Natomas                       80.  82 

Newmont     Mining  25 

North    American    Coal                  ...  89 

North     American     Phillips                .  82 

Northern    Illinois   Gas  66 

Occidental    Petroleum           8.  86 

Pacific    Lighting                    66 

Pacific    Petroleum                  82 

Parvin    Dohrmann     82 

Penn    Central             80.  82 

Pfuer                                                    n.  82 

Phillips    Petroleum  58 

Pittston    82.  86 

'Plough  23 

Polaroid    82,  86 

Pratt.    Read    51 

Price.    T.    Rowe    93 

Procter   4    Gamble    82 

Putnam      92 

Quaker     Oats     82 

Raytheon     30 

REA    Express    67 

Realty    Equities    23 

Reichold    Chemical     7 

Reliance     Electric     32 

Rex     Chainbelt     32 

RCA    8,  30 

RJR     26 

Russ  Togs    8 

Schlumberger     82 

Sears.    Roebuck    32,  40 

Sheller-Globe     65 

Singer    82 

Sony     91 

Southern    Pacific    82 

Squibb    Beech-Nut    82 

Standard   Oil    (N.J.)    58 

Stouffer     Foods     32 

Sun   Shipbuilding   4    Dry   Dock    ..  94 

Susquehanna     80 

Tappan     32 

Teledyne     30 

Texaco    58 

Texas    Gulf   Sulphur    80 

Texas    Instruments    76 

Textron     23 

Time    46,  54 

Todd    Shipyards    94 


Forbes  contents 

DECEMBER  1,  1969    VOLUME  104,  NUMBER  11 


FEATURES 

21     BERNARD  CORNFELD 

So  far,  he  has  found  Japan  the  most  baffling  country  of  all  to  enter. 

23  AMERICAN  BAKERIES 

To  put  on  his  own  show,  Bob  Grant  picked  a  strange  corporate  tent— and 
for  gocd  reason. 

24  EL  PASO  NATURAL  GAS 

Despite  the  mishaps,  the  successes  are  beginning  to  show  through. 
24    HECLA  MINING 

The  right  deal  for  the  other  fellow  is  the  most  powerful  weapon  of  all. 

26     LITTON   INDUSTRIES 

Verbiage  aside,  what  does  Litton  add  up  to?  Ordinary  results  from  plain  products. 

40  SEARS'  GENERAL  WOOD  AND  WYCKOFF'S  MR.  WYCKOFF 

A  unique  deal,  sealed  on  a  handshake,  has  lasted  nearly  40  years. 

44     CHAS.  PFIZER 

If  drug  profits  sag,  there  are  lots  of  other  places  to  look. 

46     PHILIP  LEVIN/GULF  &  WESTERN 

Unlike  many  a  G&W  stockholder,  he  stands  to  come  out  pretty  well. 

51     THE  IVORY  BUSINESS 

It  still  exists  in  Connecticut,  and  provides  Peter  Comstock  a  lovely  life. 

54    BUSINESS  GIVING 

Everybody  urges  it  to  give  more.  But  how  much?  And  to  what? 

70     FOSTER  WHEELER 

It  thinks  the  nuclear  business  is  fine  if  you  stay  strictly  out  of  it. 

72     THE  MONEY  MEN 

Raymond  Frankel's  job  is  simple:  To  choose,  with  millions  riding  on  it,  the 
technology  that  will  pay  off. 


FACES  BEHIND    THE  FIGURES 

66 


65    Chester  Devenow 

(Sheller-Globe) 

65    Martin  H.  Dubilier 

(Kearney-National) 


67 


Marvin  Chandler  67 

(N.  Illinois  Gas) 

Charles  H.  Kaman  68 

(Kaman  Corp.) 


Harvey  Goodman 

(Data  Processing) 

Haakon  I.  Romnes 

(AT&T) 


FINANCE 


79 


Market  Comment 
L.  O.  Hooper 

82    Stock  Anajysis 

Heinz  H.  Biel 


86    Stock  T:ends 

Myron  Simons 

88    Technician's  Perspective 

John  W.  Schulz 


89  Market  Outlook 

Sidney  B.  Lurie 

90  Funds 

Japanese  Stocks 
Loomis,  Sayles 


REGULAR  DEPARTMENTS 

7  Side  Lines 

8  Trends  &  Tangents 
15    Readers  Say 


17    Fact  and  Comment 

79    Forbes  Index 

96    Thoughts  on  the  Business  of  Life 


PHOTO  AND  ART  CREDITS:  Joseph  Papin,  page  17;  Tucker  Ranson,  pages  23, 
65  top;  Wide  World  Photos,  page  38;  Jerry  Frank,  pages  46  left,  65  bottom  left, 
67  bottom;  R.  Lans  Christensen,  page  51  top  &  bottom;  United  Press  Inter- 
national,  page  68  bottom;   Rudolph   Janu,   page  72. 


COVER   PHOTO:   Dick   Hanley 


FORBES  is  published  twice  monthly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Second-class  postage  paid  at  Post  Office  New  York,  and  at  additional 
mailing  offices.  Subscription  $8.50  one  year  U.S.A.  Copyright  ©  1969  Forbes  Inc. 


Toshiba    32 

Transitron    72 

Travelers    67 

Union   Carbide   27 

Union    Pacific    82 


United    Aircraft 67 

U.S.    Steel     54.  80 

Vocaline     51 

Walter     Kidde     82 

Wang    Electronics    28 


Westinghouse   27,  70 

Westvaco     58 

Williams    Bros 89 

Wyckoff    (A.B.)    40 

Xerox    7.    54.    72,  82 


FORBES,  DECEMBER  1,  1969 


The  Performance  People: 


People  who  do  things  and  do 
them  well  expect  one  thing  from 
the  bank  that  handles 
their  investments: 

Performance.  Capital  apprecia- 
tion. In  black  and  white. 

At  Manufacturers  Hanover,  we 
live  with  this  demand  day-in, 
day-out.  Because  we're  respon- 
sible for  the  management  of 


funds  valued  at  more  than  seven 
billion  dollars-for  performance- 
minded  people. 

It's  a  job  that  requires  one 
of  the  largest  and  ablest  research 
and  management  organizations 
in  the  world. 

So  if  you're  the  kind  of  person 
who  wants  things  done  right, 
ask  about  our  Investment  Manage- 


theydemand 
a  bank  that 
performs. 


ment  Service.  And  make  us  prove 
that  we  can  do  the  job-the  way 
yotsexpect  it  to  be  done. 

Personal  Trust  Division— 

350  Park  Avenue,  New  York,  N.  Y.  10022 

.Tel:  350-4943  (Area  Code  212) 

. . .  it's  good  to  have  a  great  bank  behind  you 

MANUFACTURERS 
HANOVER  TRUST 


Member  FDIC 
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Side  Lines 


The  ???????  Seventies 

This  is  the  last  issue  but  one  for  Forbes  in  the  decade  of  the  1960s, 
and  it  seems  to  us  a  good  time  to  look  back  at  what  the  Soaring 
Sixties  wrought.  One  thing  is  sure:  It  wrought  more  than  its  share 
of  surprises.  The  decade  started  on  a  note  of  high  optimism,  and  what 
then  looked  like  sky-high  interest  rates — 5%  and  more.  Instead  of 
soaring,  however,  the  Sixties  started  with  a  slump:  By  the  fall  of 
1960,  the  DJI  was  down  120  points,  some  17%. 

As  it  turned  out,  business  went  one  way  during  the  Sixties — up — 
but  the  stock  market  was  a  disappointment.  As  measured  by  the  DJI, 
the  market  will  apparently  end  the  decade  only  25%  higher  than  it 
started,  for  a  compounded  annual  gain  of  just  2.2%  during  the  decade. 
Business,  however,  did  soar:  up  67%.  That  wasn't  the  script  for  the 
Soaring  Sixties,  but  who  could  have  foreseen  Vietnam? 

What  was  Forbes  writing  about  at  the  turn  of  the  decade,  ten 
years  ago  this  issue?  Well,  the  Treasury's  "Magic  Fives" — 5%  on  gov- 
ernments!!— and  wondering  if  we  would  ever  see  such  high  interest 
rates  again.  The  late  Abraham  Sonnabend,  we  reported,  was  try- 
ing to  take  Alleghany  ^^^^^^^^^ 
Coip.  away  from  Allan  I 
Kirby  (he  failed).  Our 
cover  story  for  Dee.  1, 
1959  was  on  the  Bank 
of  America,  which  was 
proving  that  bigness 
does  not  necessarily  go 
liand  in  hand  with 
sluggishness  and  which 
was  just  starting  its 
now  huge  credit-card 
business.  Reichhold 
Chemical  was  cutting 
back  on  its  ventures  in  Europe  because  it  was  worried  about  political 
stability  in  the  new  Common  Market.  A  company  called  Haloid  Xerox, 
we  reported,  doing  only  $14  million  a  year  was  "growing  by  leaps  and 
bounds";  however  our  editors  expressed  wonderment  at  the  perform- 
ance of  its  stock — at  historic  highs  and  up  1500%  since  1949.  (Little 
did  we  dream  that  $1,000  invested  at  a  1959  price  would  be  worth 
around  $50,000  today.) 

Out  on  the  West  Coast,  Lockheed  was  having  severe  problems 
(some  things  never  change)  with  its  Electra  turboprop.  Forbes 
columnist  Heinz  Biel  was  starting  to  worry  about  fancy  prices  being 
paid  for  untested,  little  electronics  companies — a  warning  extremely 
well  taken,  considering  what  happened  to  the  new-issues  market  a  cou- 
ple of  years  later.  The  Securities  &  Exchange  Commission  hauled  into 
court  a  24-year-old  "boy  genius"  on  grounds  that  he  had  been  manip- 
ulating— by  buying  and  selling  simultaneously  through  12  different 
brokers — a  now-vanished  Big  Board  stock,  Artloom  Industries. 

Forbes  was  pretty  proud  of  its  circulation  for  that  issue  of  Dec.  1, 
1959;  over  300,000,  up  from  105,000  at  the  start  of  the  decade.  As  the 
Sixties  end,  we  close  our  books  with  well  over  600,000  paid  subscribers 
— a  showing  that  ranks  with  some  of  the  better  ones  we  have  chron- 
icled. And  so,  we'll  go  on  interpreting  the  facts  and  figures  of  American 
business  into  the  Seventies,  sometimes  right  and  sometimes  wrong,  but 
confident  that  if  we  do  an  honest  job,  our  own  facts  and  figures 
will  continue  to  keep  up  with  the  best.  ■ 


(LIMITED  OFFER  -  FOR  THE  "OVER-50"  SET) 

Enjoy  a  Wonderful  Vacation  in  a 
lovely  Apartment  J^^ 
at  Beautiful...     feU} 

Sun  City 

ARIZONA 'CALIFORNIA -FLORIDA 

America's  Most  Famous  Resort-Retirement  Communities 

Now$7R 
only     f  {J 


FOR  ONE  WEEK! 

SEPT.    16   THROUGH   MAY   31 

FOR  TWO  PEOPLE 

Treat  yourself  to  a  fabulous  week  of  fun! 
Enjoy  a  King's  ransom  in  resort  facilities 
in  one  of  three  popular  vacation  areas. 

Introductory  Offer!  Sample  resort       *  <mb,< 
living  at  its  finest  —  see  the  *  ^m 

million-dollar  resort  facilities. 
Meet  the  warm  and  friendly  Sun 
Citizens  —  see  their  healthful, 
happy  way  of  living.  How?  Enjoy 
a  wonderful  vacation  for  two, 
complete  with  lovely,  furnished, 
air-conditioned  apartment  —  only 
$75  for  one  week,  Sept.  16 
through  May  31.  One  condition: 
you  or  your  companion  must  be 
over  50  years  of  age. 
Free  Guest  Activities  Card!  Your 
passport  to  pleasure — swimming, 
golf,  shuffleboard,  lawn  bowling, 
bridge,  dancing,  arts  and  craft 
centers  —  yours  to  enjoy  free.' 
Bask  in  the  warm  sun  or  just  loaf. 
Be  a  Sun  Citizen  for  a  week.  Dis- 
cover what  they  enjoy  every  week, 
for  only  S20  a  year  .  .  .  5{4  cents 
a  day. 

Play  Two  Golf  Games  Free!  All  Sun 
Cities  boast  beautiful  18-hole 
championship  golf  courses  located 
at  your  door.  Two  free  games 
are  included  in  your  vacation 
week  —  one  per  person.  Sun  Citi- 
zens have  the  advantage,  though 
—  they  can  play  golf  every  day 
all  year  long  for  less  than  50tf  a 
round  —  annual  basis. 
Your  Choice  of  Three  Beautiful  Lo- 
cations !  Sun  City,  Arizona  ...  in 
the  famed  Valley  of  the  Sun,  12 
miles  from  Phoenix.  Sun  City,  Florida  ...  on  the 
picturesque  Sun  Coast  17  miles  from  Tampa,  only 
ten  minutes  from  the  bay.  And  Sun  City,  California 
...  25  miles  south  of  Riverside  in  the  midst  of 
Southern  California's  vacation  playground. 
Act  Now  and  Avoid  Disappointment !  Reservations  filled 
on  a  "first  come,  first  served"  basis  so  send  coupon 
today!  Enclose  deposit  in  full  amount  ($75  Sept. 
16  through  May  31,  $50  June  1  through  Sept.  15), 
or  send  for  reservation  application  and  full  color 
brochure.  Offer  limited  to  availabilities.  No  reser- 
vations confirmed  without  deposit  in  full  — 
prompt  refund  if  no  space. 


MAIL  THIS  COUPON  TODAY! 


DEL  WEBB  CORP.  Dept.  FO-129 

P.  0.  Box  13702,  Phoenix,  Arizona  85002 

~~ I  Here's  my  check  for  $ _.  Reserve 

1 — 'an  apartment  in  Sun  City:  (check  one) 
□  Arizona    □  California    □  Florida 

for  7  days,  to  begin  (date) 

(Start  any  day  of  the  week.) 

~~ ]  Send  complete  information  about  Sun  City 
1 — '  (check  one)  □  Arizona  p  California 
D  Florida  ...  no  obligation. 
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BUSINESS 


Christmas  Gift 

Want  to  give  a  genuine  antique 
for  Christmas?  For  $2.25  or  so,  the 
New  York  brokerage  house  of  Carl 
Marks  &  Co.  will  sell  you  a  $1,000- 
face-value  50-year-old  Imperial 
Russian  government  bond  issued 
in  1916  by  Czar  Nicholas.  The 
bonds  were  disowned  by  the  Rus- 
sian revolutionary  government  in 
1919,  and  the  odds  against  any 
payment  being  made  on  them  can 
be  figured  only  by  people  with  a 
taste  for  large  numbers.  But  in  the 
meantime,  their  ornate  design  makes 
them  not  bad  as  wall  decorations 
or  lamp  shades.  And  if  Russian 
bonds  don't  appeal,  there  are  al- 
ways Republic  of  Poland  dollar 
bonds  available  at  about  $6.00,  or 
Krueger  &  Toll  5%  bonds  issued  by 
the  Swedish  match  king  at  $2.75. 

Burned  Again 

Few  Big  Board  stocks  gave  in- 
vestors a  worse  burning  during  the 
1962  crash  than  Lionel  Corp.,  once 
famous  for  electric  trains.  In  a 
year's  time  it  dropped  from  35  to 
4/2.  Last  year,  with  new  manage- 
ment and  some  acquisitions  in  the 
retail  field  to  supplement  its  toy 
and  electronics  operations,  Lionel 
again  ran  up  sharply  from  3  in 
1967  to  21.  But  investors  have  been 
burned  once  more.  This  year  the 
stock  has  sold  below  9 — giving  in- 
vestors a  50%  bashing. 

Wider   Spread 

Small  investors  are  getting  more 
choosy  about  their  holdings.  At 
least  that  is  what  one  might  con- 
clude from  a  recent  study  of  the 
portfolios  of  the  13,500  member 
clubs  of  the  National  Association 
of  Investment  Clubs.  Last  year 
seven  stocks  were  owned  by  10% 
or  more  of  the  clubs;  this  year 
only  two  stocks  topped  the  LOS 
mark.  The  two  most  popular  stocks 
this  year  are  Occidental  Petroleum 
and  IBM,  owned  respectively  by 
13.5%  and  11.1%  of  the  clubs;  last 
year  the  top  two  were  Russ  Togs 
(19.2%)  and  RCA  (15.5%). 

Blimp  Biz 

One  of  the  smallest  but  most  \  is- 
ible  parts  of  Goodyear  Tire  & 
Rubber  Co.  is  its  blimp  fleet,  now 


grown  to  three  with  the  recent  ad 
dition  of  the  $2.5-million  America. 
The  newcomer,  192  feet  long  and 
59  feet  high,  is  manned  by  a 
crew  of  22.  But  even  three  blimps 
are  not  enough  to  meet  all  the 
demands  for  their  appearance  at 
sports  events,  fairs,  company  pic- 
nics and  the  like.  They  seem  to 
make  everybody  happy:  The  peo- 
ple at  the  events  like  to  watch 
them,  the  promoters  like  the 
crowds  they  draw,  the  TV  net- 
works like  the  free  aerial  coverage 
of  the  scene  that  they  can  get  from 
the  camera-equipped  blimps,  and 
Goodyear  likes  all  that  publicity. 

Just   Everywhere 

History  does  not  record  that 
Cleopatra  ever  put  on  a  pair  of 
skis,  but  Cleopatra  Wig  Creations 
of  New  York  is  intent  on  putting 
its  new  ski  wig  on  U.S.  skiers. 
Priced  at  about  $30,  the  new  crea- 
tion also  has  the  advantage  that  it 
keeps  its  wearer's  head  and  ears 
covered  and  warm  without  need  of 
a  hat.  The  maker  figures  the  po- 
tential buyers  of  such  wigs  at  one 
million,  apparently  without  count- 
ing male  buyers.  If  the  figure 
seems  high,  it  must  be  viewed  in 
the  context  of  a  total  haiipiece 
Continued  on  page  10) 


CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


"V 


1 

•     ATTACH  PRESENT 
MAILING  LABEL 
HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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Buried  Treasure   Discovered  in 


KLAHOMA! 
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PROSPECT 

for  your  next 
industrial  site  in 
the  middle  of 
AMERICA!  — 
HERE! 


Is  Your  Industry  Here? 
LOCATION  PRODUCT  STUDIES 
tor  these  unmined  profit  lodes! 

(1)  Aluminum  Sheet,  Strip  &  Plate  (2)  Carbon 
&  Graphite  Electrodes  (3)  Iron  &  Steel  Forgings 
(4)  Rubber  Chemicals  &  Pesticides  (5)  Process 
Control  Instruments  (6)  Data  Display  Terminals 
(7)  Aeronautical  Instrument  Systems  (8)  Motor 
Vehicle  Heaters  (9)  Raceway  &  Socket  Systems 
(10)  Resilient  Floor  Coverings  (11)  Power  Wire 
&  Cable  (12)  Mobile  Home  Components  (13) 
Seals  &  Gaskets  (14)  Disposable  Surgical  & 
Hospital  Supplies  (15)  Integrated  Circuits  & 
Micro  Electronic  Devices  (16)  Automotive 
Ignition  Parts    (17)  Welding  Equipment 


FANTUS  MAPS 
TELL  YOU  WHERE, 
HOW  TO  CASH  IN! 


Oklahoma  businessmen  paid  $220,000  for  this  factual 
data.  It's  yours  for  the  asking:  a  documented  key  to 
specific  areas  and  industries  with  maximum  profit- 
ability factors. 

This  up-to-date  (1969)  report  by  The  Fantus  Company 
includes  Location  Product  Studies  based  on  S.I.C.  codes 
with  all  relevant  data. 

17  prime  classifications  are  listed  to  the  left.  Desig- 
nate those  which  interest  you,  then  fill  out  the  coupon. 
All  inquiries  handled  in  strictest  confidence,  without 
obligation. 


PUBLIC  SERVICE 

/COMPANY  OF  OKLAHOMA 


AN  INVESTOR  OWNED  ELECTRIC  UTILITY  COMPANY 
SERVING  237  COMMUNITIES  IN  OKLAHOMA 


Mr.  Ed  Daley,  Vice  President 
Industrial  Development  Department 
P.  O.  Box  201 
Tulsa,  Oklahoma  —  74102 
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Please  send  me  free 
reports  on  my  type 
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1  your  Fantus  Report.  I  would 
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Rockwell  Report 

by  A.  C.  Daugherty,  President 

ROCKWELL  MANUFACTURING  COMPANY 


If  you're  a  manager,  you  probably  wish  half  the  people  reporting  to  you  would 

be  more  practical  and  realistic.  And  the  other  half  could  probably  use  more 

theory  in  their  approach  to  problem  solving. 

Hut  even  with  all  the  motivational  research  and  behavorial  science  resources 

in  the  world,  not  every  employee  could  be  transformed  into  the  ideal  blend. 
And  they  shouldn't  be.  Every  company  needs  both  kinds.  The  pragmatists  of 

the  world  get  its  work  done  —  and  that's  vital.  The  theoreticians  help  by  show- 
ing how  it  might  be  done  an  nth  de- 
gree better  —  and  creative  discontent 
is  the  stuff  of  which  progress  is  made. 
Since  we're  a  technologically  ori- 
ented company,  we've  compared  the 
job  of  managing  to  force  vector  anal- 
ysis: practical  and  theoretical  people, 
properly  directed  and  motivated,  give 
a  company  a  thrust  and  direction 
neither  type  alone  could  achieve.  And 
as  the  diagram  shows,  there's  no  way 
to  tell  which  force  made  the  more 
Management  Force  Dijgum  important  contribution. 

40  Years  in  one  week:  Our  Rockwell-  k 
Edward  valves  lor  nm  /ear  power  plant  f 
service  are  made  to  tough  specifica- 
tions—  and  tested  hard,  loo.  One 
test  (shown)  checks  their  operation 
under  lar  higher  pressures  than  they'll 
ever  meet.  Another  opens  and  closes 
them  16,000  times:  the  equivalent  of 
40  years  ol  wear  —  in  just  one  week. 

Professional  plaudits:  Allen  F.  Rhodes, 
our  vice  president  in  charge  of  re- 
search and  engineering,  has  just  been 
ele<  ted  to  the  presidency  of  the  Amer- 
ican Society  of  Mechanical  Engineers. 
This  recognition  by  the  world-wide 
association  of  some  60,000  engineers 
caps  his  many,  \  aried  i  ontributions  to 
ASME  and  other  professional  engi- 
neering groups  over  the  years. 

And  coupled  with  his  engineerin 
credentials  is  Allen 

perience:  he  was  president  of  McEvoy 
Co.  before  its  acquisition  by  Rockwell 
in  1963.  Quite  a  guy,  our  Mr.  Rhodes. 
We  think  ASME  is  lucky  to  have  him: 
we  know  we  arc. 

There  are  a  lot  of  strings  to  Ro<  kwell's 
bow:  28  basic  product  lines  give  sub- 
stance to  the  "multi-product  com- 
pany" identity  most  people  assign  us. 
An   interesting  look  at   the  technolo- 


gies we're  involved  in  is  provided  by 
our  Research  Capabilities  brochure: 
for  your  copy,  write  Rockwell  Manu- 
facturing  Company,  417M  North  Lex- 
ington Ave.,  Pittsburgh,  Pa.  15208. 


Rockwell 

MANUFACTURING  COMPANY 


Trends 

&  Tangents 


market    estimated    to    be    running 
well  over  $500  million  this  year. 

Are  You  a  Member,  Sir? 

"Like  everything  else,  the  cost 
ol  exclusivity  lias  been  going  up. 
The  accounting  firm  of  Harris, 
ken,  Forster  &  Co.  has  conducted 
a  study  of  75  representative  city 
clubs  and  as  many  country  clubs, 
and  lias  conic  up  with  figures  show- 
ing that  operating  costs  of  city 
clubs  have  risen  by  40%,  and  coun- 
try clubs  by  65%,  over  the  last  15 
years.  The  greater  rise  in  country 
club  costs  is  ascribed  in  part  to  the 
jump  in  golf-course  maintenance 
which  last  year  ran  nearly  $4,600 
per  hole. 

Mow   No   More 

Synthetic  turf  of  the  type  first 
installed  by  Monsanto  in  Houston's 
Astro-Dome  Stadium  is  beginning 
to  appear  in  the  broad  light  of  day. 
The  score  so  far:  Monsanto's  Astro 
Turf  is  in  about  18  football  and/or 
baseball  stadiums,  and  contract 
bids  are  out  for  Candle-Stick  Park 
in  San  Francisco  and  Philadelphia's 
Professional  Stadium.  Three- M  has 
put  its  Tartan  Turf  into  four  sta- 
diums. American  Biltrite  Rubber 
Co.'s  Poly-Turf  is  in  one  univer- 
sity stadium  and  is  currently  being 
installed  at  the  new  Mini-Dome 
Stadium  at  Idaho  State  University. 
The  all-weather  and  all-occasion 
playability  and  safety  factors  give 
synthetic  turf  an  advantage  over 
natural  turi  as  well  as  much  lower 
maintenance  costs.  Hut  it  is  also 
being  installed  lor  landscaping 
purposes  in  highway  medians  and 
around  hotels,  motels  and  the  like. 
And  some  homeowners  are  begin- 
ning to  dream  of  the  advantages  of 

no  more  grass  to  mow. 

Take   It  Away 

Among  the  areas  in  which  New 
York  City  unfortunately  leads  the 
nation  is  hijacking  of  trucks,  and  it 
seems  destined  to  increase  its  lead 
this  year.  The  New  York  State 
Motor  Truck  Association  recently 
reported  that  truck  hijacks  were 
up  38S  in  the  first  seven  months  of 
1009  to  $<S.2  million,  and  were  ex- 
pected to  soar  during  the  "Christ- 
inas stealing  season"  between  Oct. 
I  and  Dec.  31.  On  the  other  hand, 
recoveries  of  stolen  goods  actually 
declined  in  the  year's  first  seven 
months,  from  just  over  to  just 
under  $3  million.  ■ 
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Xerox,  3M,  IBM,  Kelly  Services,  Western  Girl, 
NCR,  ITT,  Hertz,  Blue  Shield,  CIT. . .  over  5,000 
different  business  machines  and  services 
are  yours  to  choose  from  in  today's  market. 
Now  the  unique  service  of  INTERNATIONAL  EVALUATIONS  enables  you  to 


take  the  guesswork  out  of  buying 
business  equipment  and  services 

-  and  increase  your  profits 


International  Evaluations  is  a  testing  service  exclusively 
for  businessmen.  It  offers  you  impartial,  comparative 
evaluations  of  every  major  business  machine  .  .  .  and 
every  vital  business  service. 

These  evaluations  are  based  on  scientifically  conducted 
performance  tests  under  actual  working  conditions.  They 
enable  you  to  determine— quickly  and  accurately— which 
products  and  services  are  best  suited  to  your  organiza- 
tion's specific  needs.  Such  evaluations  have  long  been 
available  on  consumer  products;  now  they  are  available 
on  business  equipment  and  services. 

Until  now,  when  you  wanted  to  know  which  business 
machine  or  service  would  best  meet  your  organiza- 
tion's requirements,  you  have  had  to  rely  on  com- 
petitive literature,  salesmen's  visits,  and  demon- 
strations. All  of  which  take  much  precious  time. 
And  still  do  not  give  you  objective,  complete  data. 
Now  International  Evaluations  provides  you  with 
objective,  thorough  evaluations. 

Office  conditions  vary,  of  course.  Equipment  that  is 
right  for  one  office  may  be  wrong  for  yours.  International 
Evaluations  takes  this  into  account.  Our  tests  are  based 
on  clearly  defined  Uniform  Performance  Standards*  for 
each  kind  of  product.  These  standards  take  into  account 
all  the  characteristics  that  make  a  product  suitable  or 
unsuitable  for  use  in  a  modern  office— frequency  of  use, 
availability  of  repair  service,  noise  level,  vibration,  dura- 
bility and  so  on.  You  can  then  match  your  requirements 
to  these  standards  and  see  which  makes  and  models  are 
best  suited  to  your  specific  needs.  For  example  .  .  . 

•  fm     Uniform  Performance  Standards  are  prepared  under  the 
#»      direction  of  the  International  Evaluations  Institute  in  coop- 
eration with  experts  in  industry,  government  and  universities. 


|$  INTERNATIONAL  EVALUATIONS,  INC. 


Computerized 

Equipment 

Selection 

Service 


•  Will  a  $600  machine  meet  your  office  needs  .  .  .  or 
will  you  need  the  $1200  model? 

•  Is  equipment  you  have  outdated?  Would  you  save 
money  through  increased  efficiency  by  replacing  it 
with  a  new  model? 

•  Are  your  employee  benefit  programs  up  to  your  in- 
dustry's standards? 

International  Evaluations  makes  this  information  avail- 
able for  your  daily  reference  through  a  bi-monthly  journal, 
a  newsletter,  a  full  computer  service  and  even  a  compre- 
hensive handbook.  We  cover  every  major  make  and  model 
of  business  equipment— and  every  vital  service— on 
today's  market,  such  as  the  ones  in  this  partial  listing: 

•  electrostatic  copying  machines 

•  check  protection  systems  and 
machines 


electric  and  manual 

typewriters 

computer  service  bureaus 


group  dental  health  plans 

dictating  machines  and 

systems 

offset  duplicating  machines 

filing  and  information  storage 

systems 


You  can  already  imagine  the  savings  that  these  evalu- 
ations can  mean  to  your  firm  in  time,  money,  and  effort. 
As  stated  at  a  recent  AMA  seminar,  one  dollar  saved  by 
sound  purchasing  management  can  equal  ten  dollars  in 
increased  sales= 

By  way  of  introduction,  you  are  invited  to  examine  our 
first  report  without  charge  or  obligation.  The  cost  of 
International  Evaluations'  services  is  less  than  $20  a 
month  but  before  even  asking  for  your  order  we  know  you 
will  want  to  know  more  about  us.  Fill  in  the  spaces  below 
—or  attach  your  business  card— and  we  will  'send  you 
complete  information  about  International  Evaluations  and 
a  request  form  for  the  free  first  report. 


.  iiifliiPip^^flMinil 

1324  Motor  Parkway,  Hauppauge, 


N.Y.  11787 


r 

International  Evaluations,  Dept.  F0129 

1324  Motor  Parkway,  Hauppauge,  N.Y.  11787 

Name                                                                        Title 

1 

Company 

Address 

City                                              State                             Zip 

L 

J 
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Have  you  heard  about  Dana's  65th  year? 


J.  E.  Martin,  Chairman 


R.  C.  McPherson,  President 


Sales  Up  14%,  Per  Share  Earnings  Up  15% 

Financial  Highlights  this  year    last  year 

Received  from  customers  for  products  and  services $651,669,000  $570,126,000 

Profit  before  income  taxes  amounted  to 70,464,000  58,639,000 

Our  before  tax  margin  was 10.8%  10.3% 

We  incurred  income  taxes  of 36,686,000  29,300,000 

Our  net  income  after  tax  amounted  to 33,778,000  29,339,000 

Cash  dividends  paid  to  our  stockholders  amounted  to 15,778,000  14,685,000 

Net  Income  per  common  share $2.52  $2.19 

Dana  year-end  dividend  rate  per  common  share $1.25  $1.10 

New  Horizons 

For  65  years  Dana  has  operated  a  growing  and  profitable  business  dedicated  to  the 
design  and  manufacture  of  components  for  the  transportation  industry.  While  the 
supply  of  components  for  trucks,  passenger  cars  and  replacement  service  parts  will 
continue  to  be  the  backbone  of  our  business  for  some  years  to  come,  we  have  now 
established  a  new  goal  for  our  organization— a  goal  which  is  a  logical  extension  of  our 
present  engineering  and  manufacturing  know  how: 

"The  worldwide  design  and  manufacture  of  systems  for  the  transmission  and 
control  of  power." 

This  broad  extension  of  our  goal  should  lead  us  into  new  markets.  Among 
the  most  important  would  be  marine,  aviation,  industrial  products  and  aero  space.  This 
greatly  expanded  goal  will  also  open  up  new  fields  in  hydraulics,  fluidics,  pneumatics, 
electronics  and  others.  As  we  aim  to  these  new  horizons,  you  will  continue  to  see  Dana 
"putting  power  to  work  around  the  world." 


-,--;.    -.      | 
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All  our  bankers  aren't  bankers,  anymore. 


Meet  our  expert  in  Corporate  Finance. 

The  clay  we  hired  Sam  Myer  to  help  direct  our  new  Finan- 
cial Consulting  Service,  we  acquired  23  years  of  experience 
in  financial  counseling.  Experience  with  some  of  the  coun- 
try's finest  investment  banking  and  brokerage  firms. 

Now.  big  or  small  businesses  and,  in  fact,  any  organiza- 
tion requiring  financial  planning,  can  come  to  us  in  strictest 
confidence  and  get  answers  to  such  questions  as: 

How  much  money  will  we  need  to  implement  our  plans 
for  growth?  How  much  of  it  should  be  raised  externally? 

Should  we  go  public? 


Should  we  have  more  debt?  Should  it  be  long  term? 

What  will  different  types  of  money  cost  us?  What  money 
market  should  we  enter?  And  when? 

A  year  ago,  we  couldn't  begin  to  answer  questions  like 
these.  If  we  got  any,  we'd  refer  them  to  appropriate  financial 
specialists. 

Today,  when  a  customer  asks  a  question  about  capitaliza- 
tion or  capital  growth,  we  can  give  him  the  answer  of  an 
expert.  Ours. 

First  Pennsylvania  Bank 


The  First  Pennsylvania  Banking  and  Trust  Company 
15th  and  Chestnut  Sts..  Philadelphia,  Pa.  19101 
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Transco, 
the  gas  transmission  company 
with  built-in  growth  potential. 


We  started  20  years  ago  as  one  company  with  one  service.  Nat- 
ural gas  transmission.  We  are  still  one  company  with  one  service. 
Natural  gas  transmission. 
But  we're  now: 
•A  $l-billion-plus  company  (with  a   new  plant  investment  ap- 
proaching halt  a  billion  dollars  in  three  years). 
•  A  corporation  with  59,000  shareowners. 

•A  pipeline  system  that  totals  more  than  8,500  miles.  From 
Texas  through  the  mushrooming  Southeast  along  the  Atlantic  sea- 
board and  up  through  the  Northeast  megalopolis. 

By  pioneering  the  use  of  large-diameter  pipe,  we've  been  able  to 
deliver  gas  at  the  lowest  rates  in  Transco's  marketing  areas : 
The  densest  population  area  in  the  U.S.,  with  the  lowest  saturation 
in  the  use  of  gas. 


A  built-in  growth  potential.  For  Transco.  And  for  Transco's 
major  customers,  some  of  the  highest  rated  utility  companies  in 
the  country. 

Our  profitability  and  growth  records  are  among  the  best  in  the 
industry.  In  1968,  earnings  from  operations  rose  for  the  16th 
straight  year.  An  average  increase  of  12%  a  year  strictly  from  pipe- 
line operations. 

Will  we  continue  to  grow  without  acquisitions  or  mergers? 

Transco's  President,  James  B.  Henderson: 

"Our  decisions  not  to  diversify  are  based  on  the  principle  that  we 
put  our  funds  to  work  where  they  will  do  the  most  good  for  our  stock- 
holders. If  we  see  an  opportunity  to  do  better  than  we  have  been 
able  to  do  in  the  transportation  of  natural  gas,  we  will  consider  that 
proposal  seriously  and  without  prejudice." 

Transco,  the  gas  transmission  company  that  performs. 

Transcontinental  Gas  Pipe  Line  Corporation,  Houston,  Texas. 
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READERS  SAY 


Money  Is  Not  the  Problem 

Sir:  It  strikes  me  that  your  interview 
[with  John  W.  Gardner  and  Eugene  S. 
Callender],  in  your  Oct.  15  issue,  at  best 
tended  to  be  misleading.  Housing  the  av- 
erage citizen  is  not  basically  a  question  of 
technoloiv  or  what  have  yon).  We've 
got  plenty  of  technology  in  light  lci- 
struction.  Where  we  need  the  technology 
is  in  the  mortgage  market. 

— C.  Samuel  Whitehead 

Executive   Vice   President. 

Central  Kentucky  Supply  Co. 

Lexington    Ky. 

And   Cook,   Too 

Sib:  No  feature  article  on  food  chains 
(Forbes.  Nov.  D  can  be  considered 
complete  without  reference  to  one  whose 
record  is  head  and  shoulders  above  the 
industry's — Cook  United.  Its  compounded 
growth  rate  in  earnings  per  share  over  the 
last  ten  years  of  2  V.  pi  r  year  is  a  testi- 
mony to  competent  management  s  ability 
to  create  excellence  even  in  a  relatively 
lackluster  environment. 

— Elliott  L.  Schlang 

Partner. 

Prescott    Merrill.  Turben  &  Co. 

Cleveland,  Ohio 

Marry  the  Boss'  Daughter? 

Sir:  As  young  ex-railroaders,  we  think 
your  article  on  railroads   ( Oct.   15)   cov- 
ered   much    pertinent    ground.    However, 
one    important    area    facing    today's    rail- 
roads was  all  but  ignored — the  ability  of 
rail    management    to    attract    and    retain 
managerial  talent.  In  our  opinion,  the  an- 
cient seniority  system  --till  remains,  leav- 
ing the  newcomer  two  basic  routes:   1)  a 
20-   or    30-year    "apprenticeship"    or    2) 
marriage  to  the  vice  president's  daughter. 
— K.H.  Clark 
— C.E.  Mott 
St.  Paul.  Minn. 

Sir:  You  should  have  spent  more  time 
in  research  with  regard  to  labor  costs  and 
featherbedding.  If  featherbedding  charges 
were  true,  men  would  be  storming  the 
railroad  employment  offices.  Railmen's 
5  have  fallen  below  the  wages  of 
employees  in  recognized  crafts,  industrial 
workers  and  even  common  laborers  in  the 
construction  trades.  The  accident  rate 
among  railroad  workers  is  on  the  rise. 
This  is  due  to  the  great  length  of  the 
trains  and  the  lack  of  maintenance  of 
both  the  rolling  stock  and  the  right-of- 


way. 


— Gregory  A.  Sokolik 
Omaha.  Neb. 


It  Depends  on  Congress 

Sir:  I  was  intrigued  by  your  comment 
(Fact  is-  Comment,  Oct.  15)  that  revenue 
raised  from  user  taxes  could  "cover  a 
couple  of  billion  dollars  worth  of  airport 
and  air  traffic  improvement  bonds."  The 
(Continued  on  page  94) 


We'll  know  in  three  seconds.  Because 
keeping  track  of  some  142,000  roving 
railroad  cars  is  all  in  a  day's  work  for  CLIC. 
Pioneered  ten  years  ago,  our  Car  Location 
Information  Center  is  still  the  most  advanced 
car  tracing  computer  system  in  operation 
today.  CLIC  means  you  can  have  tight  control 
over  distribution.  Fewer  warehouses.  And  the 
flexibility  of  reconsignment  to  better  markets. 

Maybe  roving  cars  isn't  your  problem. 
Then  tell  us  what  is.  There's  a  good  chance 
we've  already  solved  it.  If  not,  we  will.  Call 
our  local  salesman.  Or,  for  our  Distribution 
Services  Brochure,  write:  C.  R.  Zarfoss, 
Vice  President,  Merchandise  Freight  Group, 
One  Charles  Center,  Baltimore,  Md.  21201. 


THE  C&O/B&O  railroads 


Cleveland  44101 


Baltimore  21201 


WHEELS 


The  1969  Simmons  Study 
shows  that  61.5%  of 
FORBES'  readers  own  two 
or  more  cars. 

Among  all  57  publica- 
tions measured  in  this 
study,  FORBES  has  the 
top  concentration  of  these 
multi-car  households. 

FORBES  readers  don't  just 
own  American  business. 

They  run  it. 


Forbes:  capitalist  tool 


Say:$foi/eyouf 


Pendant  or  Charm 

Thrill  her  with  these  beautifully 
sentimental  words  engraved  in 
romantic  French:  "Chaque  heure 
je  vous  aime  de  plus  en  plus. 
"This  exquisite  14K  gold  pendant 
or  charm  is  a  meticulously 
engraved  replica  of  the  antique 
watch  faces  of  the  mid  1800's. 
White  gold  "hands"  and  a  perfect 
diamond  enhance  its  loveliness. 
A  glorious  tribute  to  your  beloved. 
(Also  available  as  a  brooch.)  $68. 
14K  gold  chain,  $8.50 

Elegantly  gift  boxed.  Satisfaction  guaranteed 

II  Amer.  Express,  Diners'  Club  or  Carle  Blanche 
charge,  give  number  and  signature 
Mail  orderi  postpaid  •  Write  Dept.  "0-12A 


MERRIN 


530  Madison  Avenue 

(at  54th  St.) 

New  York,  N.Y.  10022 

(212)  PL  3-2205 
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When  it  comes  to  making  discoveries... 


Colorado  is  choice  country 

for  a  growing  boy.... or  a  growing  business 


Finding  something  new  broadens  a  boy's  horizons. 
That  goes  for  a  business,  too. 

Over  100  organizations  conducting  basic  and  applied 
research  make  a  wealth  ot  information  available  to  busi- 
nesses in  Colorado.  Thousands  of  specialized  personnel 
under  the  direction  of  more  than  3,500  graduate  scien- 
tists study  everything  from  uranium  to  UFO's.  Colorado's 
scientific  and  academic  community  attracts  and  stimu- 
lates high  caliber  scientists,  engineers,  and  technical 
administrators.  The  State  ranks  in  the  top  three  na- 
tionally for  percentage  of  scientists  in  its  population. 

Along  these  lines,  Colorado  is  a  great  place.  Kids  have 
a  field  day  in  wide  open  spaces  filled  with  wonderful 


things  to  learn  about.  Like  all  kinds  of  trees  and  flowers 
and  rocks.  There  are  horses  to  ride,  streams  to  wade 
mountains  to  climb.  And,  of  course,  libraries,  museums 
and  zoos  throughout  the  State  add  to  the  choice  of  new 
things  to  do. 

If  you  want  to  know  more  about  a  state  that's  enthusi 
astic  about  making  discoveries,  we'll  send  you  a  compli 
mentary  copy  of  our  66  page  "Industrial  Colorado.' 
Address  inquiries  to  William  C.  Hacker,  Director  of  In 
dustrial  Research  &  Development,  State  of  Colorad< 
Division  of  Commerce  and  Development,  1070  Stati 
Capitol  Annex,  Denver,  Colorado  80203. 


Make  Industrial  Colorado  Your  Choice 
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"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


Extraordinary. 

Extraordinary'  in  that  it  accomplished  its  principal  ob- 
jective to  a  degree  that  I  doubt  even  the  President  himself 
thought  would  be  possible. 

His  purpose  was  to  mobilize  substantial  majority  sup- 
port throughout  the  nation  for  his  Vietnam  policy  from  a 
public  that  was  becoming  every  day  more  determined  to 
see  a  prompt  end  to  what  has  become  the  most  unpopular 
war  in  American  history. 

He  did  it. 

Single-handedly,  you  might  say. 

My  family  and  I  listened  to  the  President  that  night 
along  with  a  dozen  couples  who  are  good  friends  and 
almost  100?,  unleavened  Republicans.  Before  the  speech,  I 
would  say  most  everyone  was  hoping  for  dramatic  an- 
nouncements about  a  cease-fire  or  sizable  withdrawals  or 
some  other  giant  step  toward  disengagement. 

After  the  speech,  with  the  exception  of  three  or  four  of 
us,  there  was  virtually  total  support  expressed  for  the  Presi- 
dent and  the  program  he  outlined. 

o         o         o 

It's  seldom,  I  think,  that  a  speech  can  accomplish  a  very 
difficult  purpose  against  most  heavy  odds.  As  a  result  of 


THE  NIXON   VIETNAM  SPEECH 

that  address  I  think  that  Mr.  Nixon  will  have  the  support 
of  a  substantial  majority  of  Americans  for  the  next  few 
months.  That  support,  despite  his  reference  to  the  fact  it 
existed  among  the  "great  silent  majority,"  didn't  exist 
before  his  address. 

No  matter  what  one  thinks  about  the  course  outlined, 
I  think  critic  and  supporter  alike  must  salute  this  extraor- 
dinary accomplishment. 


In  view  of  the  fact  that  after  the  speech  the  Gallup  poll 
indicated  over  three-fourths  of  the  nation  responded 
favorably  to  the  Nixon  address,  I  thought  it  a  bit  ironic 
that  a  few  days  later  Mr.  Agnew,  supported  by  the  FCC's 
new  chairman,  Dean  Burch,  launched  an  all-out  attack  on 
the  TV  networks  because  of  the  commentaries  that  fol- 
lowed the  President's  speech. 

The  support  achieved  by  the  President,  it  seemed  to 
me,  would  indicate  how  little  impact  the  analyses  and  com- 
mentaries that  followed  on  our  television  screens  had  on 
this  occasion. 

Most  Americans  make  up  their  own  minds. 

The  result  of  being  a  free  people. 

With  a  free  press. 


GENERAL  ELECTRIC  CARRIES  THE  BALL 


I  wonder  how  many  of  us  realize  how  much  we  all  have 
at  stake  in  the  outcome  of  the  General  Electric  strike? 

If  GE  is  forced  to  give  far  greater  wage  increases  than 
the  very  generous  ones  it  proposed  before  being  struck, 
the  attempt  to  stem  inflation  will  be  direly  damaged. 

The  GE  settlement  will  be  the  base  from  which  next 
year's  negotiations  in  the  automotive,  rubber,  trucking, 
construction  and  meat  packing  industries  will  take  off. 
"Next  year,"  incidentally,  is  just  30  days  away. 


There  are  not  many  ways  that  you  and  I  can  lend  sup- 
port to  this  vital  GE  stand,  but  any  GE  product  that  you 
may  have  been  planning  to  buy,  do  so;  or  back  order  it 
and  let  'em  know  you're  willing  to  wait. 

Even  more  important — if  you  run  a  business  doing  busi- 
ness with  unions,  don't  just  applaud  GE's  stand.  When 
your  turn  comes,  emulate  'em.  Meantime,  let's  not  slip 
any  banana  peels  under  the  outfit  that's  stuck  with  the 
high  cost  of  trying  to  stem  inflation. 
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TWO  QUIET  ONES 


Term  a  Captain  of  Industry 
"dynamic"  and  it  suggests  a  figure 
of  flashing  eyes  and  ideas.  Visible 
kinetic  energy.  Voluble.  Command- 
ing. A  doing  doer. 

Recently  a  couple  of  Forbes 
editors  and  I  lunched  at  our  office 
with  two  quiet  men  who  this  past 
year  have  successfully  tackled  the 
problems  of  two  very  different 
corporate  giants. 

On  Tuesday,  it  was  John  T.  Gurash,  who  is  turning  INA 
from  a  merely  successful,  staid,  huge  insurance  Mother 
Hen  into  one  of  the  country's  more  stimulating  tomorrow- 
thinking  diversified  corporations. 


Gurash 


On  Thursday,  it  was  Robert  E. 
Brooker,  who  mated  a  long-stalled 
Montgomery  Ward  with  Container 
Coip. — Marcor,  a  new  entity  taking 
impressively  successful  steps  into 
'  an  exciting  future. 

It  was  the  quietness  of  these  two 
that  got  to  me.  Soft-spoken,  under- 
stating. It  wasn't  very  long,  how- 
•      ever,    before   they   created   in   the 
minds  of  the  Forbes   editors  present  the  most  positive 
impact    we've    ever    had     about     the    companies     they 
head. 

Dynamos — at  least  judging  from  these  two — don't  have 
to  be  noisy. 


NOBEL  SENSE 

Swedes  are  not  noted  for  a  tongue-in-cheek  approach  to 
life.  Of  all  the  unlikely  lands  in  which  to  find  humor  on  a 
national  scale,  it's  Sweden.  And  of  all  the  Swedish  groups 
least  likely  to  be  associated  with  wit  on  an  international 
scale,  it's  the  noble  Nobel  Academy. 

But  this  year  they  won  the  Laugh  Laurels  uncontestedly. 

They  have  just  awarded  the  Alfred  Nobel  Prize  in 
Economic  Science  to  two  economists. 

What  for? 

In  the  words  of  the  New  York  Times:  "As  a  result  of 


OF  HUMOR 

the  mathematical  formulas  worked  out  by  Professors 
Frisch  and  Tinbergen,  as  well  as  others,  economic  policy- 
makers are  able  to  achieve  a  closer  approach  to  certainty 
in  determining  what  economic  buttons  to  press  to  achieve 
certain  economic  goals,  such  as  faster  growth." 

The  Button  Keeping  Place  must  be  the  world's  best 
kept  secret. 

But  this  award  in  the  name  of  the  dead  old  gunpowder 
maker  must  strike  him  as  a  hot  one — if  nuances  of  heat 
are  detectable  in  his  present  habitat. 


GUTS 

Crusading  and/or  courageous  journalism  nowadays  is 
only  a  sometime  thing. 

Life  magazine  on  many  occasions  in  the  past  year  has 
displayed  more  guts  than  most  any  of  us  do  in  real  life 


by  exposing  nefariousness  in  high  and  all  places. 

If  the  Life  staffers  keep  it  up,  some  near-forgotten 
virtues  such  as  honesty  and  integrity  might  even  come 
back  in  fashion. 


HOW  DUMB 

According  to  all  sorts  and  sizes  of  independent  surveys, 
Forbes  readers  are  about  the  brightest  and  most  money- 
making  of  those  of  any  publication  in  the  country. 

But  even  among  Forbes  readers,  some  are  dumb. 

A  while  ago  I  had  an  editorial  here  on  the  subject  of 
the  New  Jersey  gubernatorial  election. 

A  hopeless  handful  responded  with  subscription  can- 
cellations. 

The  gist  of  their  unreasoning?  "Because  you  should 
keep  politics  out  of  a  business  magazine." 

Can  you  imagine  in  this  benighted  age  business  being 
conducted  without  regard  to  politics? 

Do  you  suppose  it's  gremlins  who  are  writing  the  tax 
revision  measure?  Gremlins  who  make  money  tight?  Grem- 
lins who  run  the  regulatory  agencies?  Gremlins  who  run 
the   Justice   Department?    Gremlins   who    write   building 


CAN  YOU  GET? 

codes?  Pollution  regulations? 

Maybe  gremlins  would  do  it  all  better;  maybe  they 
should  be  doing  it. 

But  I  got  news  for  those  Ignorati  who  think  business 
and  politics  are  conducted  in  respective  vacuums. 

They  ain't. 

It's  long  past  time  that  people  in  business  and  conduct- 
ing businesses  take  some  degree  of  interest  in  the  election 
of  politicians  who  make  the  rules.  The  highly  organized 
Unioneers  who  put  their  power  and  pelf  to  work  behind 
— rather,  before — balloting  often  enjoy  thereby  an  influence 
that  doesn't  always  help  preserve  a  free  enterprise  climate. 


SHORT  AND  SMALL 

It  doesn't  take  much  of  a  rule  to  measure  a  mean  man. 


-Malcolm  S.  Forbes, 

Editor-in-Chief 


3heCi 
ug  olayer 

Mo  computer  stamps  out  program  bugs  like  RCAs  Octoputer. 
It  boosts  programming  efficiency  up  to  40%. 


^ogramming  is  already  one-third 

)f  computer  costs,  and  going  up 

aster  than  any  other  cost  in 

he  industry. 

*k  lot  of  that  money  is  eaten  up 

ff  bugs— mistakes  in  programs. 

vVith  usual  methods,  programmers 

ion't  know  of  mistakes  until 

ong  after  a  program  is  written. 

rhey  may  have  to  wait  days  for  a 

est  run. 

*CA's  Spectra  70/46,  the 

Octoputer,  takes  a  whole  new 

ipproach  based  on  time 

sharing. 

t  substitutes  a  computer 

:erminal  for  pencil  and  paper 

ind  talks  to  the  programmer 

is  he  writes  the  program, 

oointing  out  mistakes  as  they 

ire  made. 

Die  Octoputer  is  the  only 

computer  available  today  that 

las  this  capability.  It's  as 

much  as  40%  faster.  And  it 

works  on  IBM  360  and  other 

computer  programs  as  well  as 

our  own. 

Costs  go  down.  Programs  get 

done  faster.  And  you  need  fewer 

programmers— who  are  scarce 

and  getting  scarcer. 

Of  course,  Octoputer  does 

more  than  just  slay  bugs. 

It's  a  completely  new  kind  of 

creature  that  does  time 

sharing  and  regular  computing 

together. 


The  Octoputer  concentrates 
on  remote  computing  because 
that's  where  the  industry  is  going. 
We  got  there  first,  because 
communications  is  what  RCA 


is  famous  for.  It  puts  Octoputer 
a  generation  ahead  of  its  major 
competitor.  It     vm  f^  jrm 
can  |>ii  t  you        |  mMMm  I 
ahead  of  yours.  COMPUTERS 


Hustle  more  cold  drinks  to  thirsty  fans  between  the  halves 


EATON 

YALE  & 

TOWNE 

—      '"c      — 


One  day,  the  frantic  football  fans  who 
scramble  for  cold  drinks  at  half  time  will 
have  reason  to  smile. 

Eaton  Yale  &  Towne  has  an  idea- for 
a  refrigerating-circulating  system  to 
supply  multiple  vending  stations  or  coin- 
operated  dispensers  from  a  single  source. 
Fans  will  get  cold  40°  carbonated  soft 
drinks  or  beer  many  times  faster  than 
ever  before.  No  bottles,  no  cases  will 
slow  down  service.  Ice  can  be  made 


:oul 


Corporate  Offices 
100  Erieview  Plaza 
Cleveland,  Ohio  44114 


automatically,  where  desired.  Harriec 
concessionaires  will  keep  their  cool. 

It's  a  speed-up-service  idea  that  coul 
be  applied  to  all  kinds  of  mass-feedind 
fast-food  installations. 

Most  of  our  ideas  become  products 
that  move  man,  materials  and  energy, 
worldwide  ...  in  the  dynamic  areas  of 
transportation,  materials  handling  and1 
power  transmission.  But  we  also  apply 
advanced  technology  to   ^tj 
security  systems,  industrial 
and  consumer  products.  For 
more  about  us,  write  for  our 
new  28-page  "IDEAS"  book. 


Forbes 


Bernie,  Go  Back! 

The  big  European  bankers  have  come— albeit  grudgingly— 
to  let  Bernie  Cornfeld  into  their  club.  To  the  Japanese, 
however,  he's  just  another  one  of  those  pushy  foreigners. 


Bernard  Cornfeld,  the  poor  boy 
from  Brooklyn  who  became  an  inter- 
national Midas  of  mutual  funds,  has 
won  over  the  once-hostile  European 
investment  fraternity.  There's  no 
doubt  about  that.  When  his  Investors 
Overseas  Services  went  public  last  Oc- 
tober, the  roster  of  underwriters  read 
like  a  Who's  Who  of  international 
finance.  Proving  again  that  money — 
big  money  anyhow — makes  the  man. 

Hut  now.  at  long  last,  Bernie  Corn- 
feld may  have  met  his  match  in  the 
Japanese.  Cornfeld  always  knew  that 
Japan  would  be  a  tough  nut  to  crack. 
For  all  its  new  rank  as  the  country 
with  the  second-biggest  gross  national 
product  in  the  Free  World,  Japan  is 
run  family-style  by  a  clubby  business 
establishment  that  takes  "verbal  guid- 
ance" from  the  Ministry  of  Finance 
and  resolves  so  many  of  the  differ- 
ences with  one  another  out  of  court 
that  10.000  members  of  the  Japanese 
Bar  Association  suffice  for  a  nation 
with  half  the  population  of  the  U.S. 
(The  U.S.  has  340,000  lawyers.) 

But  Cornfeld  just  couldn't  stay 
away.  Japan  has  the  fastest-growing 
CAP  on  record,  the  fattest  personal 
savings  accounts,  the  most  ambitious 
new  middle  class,  the  hottest  stock- 
'market. 

Cornfeld  has  managed  to  invest 
more  than  $100  million  in  Japan, 
which  is  no  mean  trick  in  itself: 
Unlike  many  countries  Cornfield  has 
cracked,  Japan  is  currently  not  very 
interested  in  attracting  foreign  capi- 
tal; it  is  too  worried  about  losing  con- 


Big  Green.  The  big  European  money 
hardly  noticed  Bernie  Cornfeld  when 
he  started  peddling  mutual  funds 
from  the  back  of  his  car,  came  to 
resent  him  as  his  sales  organiza- 
tion broke  the  old-time  investment 
cartels,    finally    accepted    him    when 


trol  by  letting  foreign  capital  in. 
Cornfeld  visits  the  Far  East  every 
year.  He  has  a  branch  of  Investors 
Overseas  Service  in  Tokyo.  But  after 
five  years  of  loophole-hunting,  the 
office  hasn't  been  able  to  find  anything 
the  Japanese  will  let  him  do. 

The  Japanese  business  establish- 
ment is  not  formally  organized  in  rec- 
ognizable ways.  But  its  long  suit  is 
"cooperation,"  a  favorite  word.  And 
on  nothing  do  Japanese  cooperate 
more  deftly  than  in  protecting  do- 
mestic "harmony"  (another  Confucian 
value  word)  from  foreigners  who  are 
bigger  and  blunter  than  the  Japanese 
find  comfortable.  Cornfeld  strikes 
them  as  a  perfect  example  of  the 
furyogaijin,  the  Japanese  term  for 
a  kind  of  low-class  foreigner  who 
used  to  be  able  to  take  advantage  of 
naive  Japanese  admiration  of  western- 
ers and  western  ways. 

Cornfeld  came  to  Japan  in  1964. 
Foreigners  aren't  allowed  to  sell  sec- 
urities to  the  Japanese,  so  he  said  he 
was  only  going  to  sell  to  resident 
foreigners.  But  he  set  up  both  IOS 
and  later  its  sales  subsidiary,  Inves- 
tors Planning  Corp.  The  ubiquitous 
Ministry  of  Finance  watched.  Rumors 
spread  that  IOS  was  approaching  Jap- 
anese prospects.  The  Ministry  asked 
them  to  stop  selling  to  Americans. 

Ministry  "guidance"  is  always 
phrased,  at  least  at  first,  as  a  sug- 
gestion, and  with  Japanese  and  most 
foreigners,  more  is  seldom  needed. 
IOS  agreed  to  stop  selling  Americans 
in  part,  perhaps,  because  there  was 


his  business  got  too  big  to  pass  up. 
Now  he's  tackling  a  frustratingly 
closed  society:  Japan.  He  has  met 
some  rebuffs,  but  Bernie  doesn't 
give  up  easily.  Besides,  the  kind  of 
money  Cornfeld  swings  speaks  Japa- 
nese as  fluently  as  French  or  German. 
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little  to  lose.  Under  the  1967  consent 
decree  with  the  Securities  &  Ex- 
change Commission.  IOS  couldn't  sell 
American  nationals  anyway.  Pursuant 
to  that  decree.  Investors  Planning 
Corp.  was  sold.  The  Japanese  branch 
of  IPC  disappeared,  hut  furyogaijin 
associated  with  it  moved  over  to 
IOS,  although  it  was  hard  to  see  whs 
any  of  them  were  needed  to  serve  the 
slim  market  of  non-American  foreign 
residents.  Cornfeld's  men  had  plenty 
of  time  to  look  around  the  Pacific  for 
new  fields  to  conquer. 

Okinawa    was    a    natural.     Neither 
the    Finance    Ministry    nor    the    SEC 


yot  around  to  asking  questions,  the 
golden  harvest  was  in  and  the  60-odd 
salesmen  rolled  out  as  fast  as  they 
had  rolled  in. 

Down  to  the  Sea 

Meanwhile,  back  in  Tokyo,  the  IOS 
office  was  keeping  its  hand  in  with  a 
lique  perfected  in  Rotterdam. 
They  took  to  hanging  around  the  har- 
bor to  intercept  arriving  seamen  and 
sell  them  before  they  could  squander 
their  pay.  The  Vietnam  supply  line 
made  this  a  bigger  business  than  it 
sounds,  and  the  Finance  Ministry 
didn't  take  kindly  to  it.  This  time,  how- 


Trading  Room  Scene  in  a  Tokyo  brokerage  house  could,  but  for  its 
Japanese  personnel,  be  taken  for  its  equivalent  in  any  Wall  Street  firm. 
And  yet,  there  are  some  beneath-the-surface  subtleties  that  make  Jap- 
anese capitalism  a  very  different  thing  from  U.S.   or  European   varieties. 


had  an)  direct  control  over  its  au- 
tonomous, American-sponsored  gov- 
ernment, and  the  place  was  full  of 
cash-heavv  American  servi  emeu  and 
civilian  workers  with  nothing  to  do 
with  their  money. 

In  1967  IOS  rolled  into  Okinawa 
with  a  big,  noisy  force  and  sold  its 
mutual  fund  package  hard  and  fast. 
By  the  time  the  Ryukyuan  government 
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ever,  IOS  resisted  "verbal  guidance." 
Turning  sea  lawyer,  Cornfeld's  men 
insisted  that  Japan  had  no  jurisdiction 
over  what  went  on  aboard  a  foreign- 
flag  vessel.  The  Japanese  said  they 
had  some  lights  over  what  went  on  in 
their  harbor.  In  January  1969  IOS  lost 
the  confrontation,  but  instead  of  get- 
ting out,  it  announced  it  was  transfer- 
ring sales  ot  "subscriptions  to  trusts  of 


seamen  of  foreign  vessels '  to  its  Hong 
Kong  office,  leaving  the  Tokyo  office 
confined  to  "administrative  operations 
related  to  investments  in  Japan,  and 
research."  The  announcement  added 
that  the  company  intended  to  invest 
$65  million  or  .S70  million  or  more 
in   Japan. 

The  "research"  was  directed  to  a 
new  approach.  IOS  had  bought  so 
much  Japanese  stock  as  a  hedge 
against  mark  devaluation  in  the  spring 
of  '1968  that  it  had  boomed  the  To- 
kyo market.  In  1969  IOS  set  its  cap 
for  a  piece  of  the  Tokyo  stock  ex- 
change action.  One  story  is  that 
mutual  fund  expert  Arthur  Lipper,  a 
broker  closely  associated  with  Com- 
feld,  investigated  the  possibility  of 
listing  IOS  stock.  When  this  proved 
impossible,  IOS  researched  the  pos- 
sibility of  setting  up  an  investment 
advisory  service  that  would  sell  only 
to  non -Japanese. 

New  Partner 

In  September  IOS  tried  still  an- 
other gambit.  It  offered  Yamakichi 
Securities — a  good-sized  brokerage 
firm — IOS  stock  in  exchange  for  a  20'i 
interest  in  Yamakichi  Securities,  the 
legal  maximum  foreigners  are  allowed 
to  invest  in  a  Japanese  enterprise.  The 
Finance  Ministry  disapproved,  and 
Yamakichi  did  not  make  formal  ap- 
plication for  permission.  The  Ministry 
of  Finance  was  worried  enough  to 
make  a  public  statement  of  its  posi- 
tion. On  Sept.  26,  the  Japan  Economic 
Journal  carried,  in  Japanese,  a  story 
reporting  a  request  from  the  Minister 
of  Finance  that  "stockbrokers  report 
promptly  and  without  fail  anything 
they  hear  about  foreign  stockbrokers 
buying  into  Japanese  stock  brokerage 
firms  to  set  up  branch  offices  here." 

Anyone  who  knows  Cornfeld  is  con- 
vinced he  won't  give  up.  Cornfeld 
buys  through  Mitsubishi  Rank,  the 
nerve  center  of  the  biggest  ot  the  old 
zaibatsus,  where  $100  million  com- 
mands at  least  a  polite  hearing. 
Through  them,  perhaps,  he  might 
find  a  high-powered  Japanese  for  his 
Geneva  board,  just  as  he  had  hired 
James  Roosevelt  to  sweeten  his  repu- 
tation overseas  with  the  American 
name  that  commands  instant  prestige 
on  the  world  market. 

The  contest  continues.  It  is  a  con- 
test of  styles  as  well  as  power.  One 
American  observer  thinks  that  Rernie 
Cornfeld  will  provide  "a  real  test  of 
the  Japanese  administrative  system.™ 
So  far,  at  least,  the  Japanese  have 
been  holding  up  a  lot  better  than 
many  other  systems  Rernie  Cornfeld 
has  assaulted.  The  silken  curtain  may 
be  the  hardest  barrier  for  him  to 
breach.  It  is  a  net  that  tightens  as 
he  pushes.  ■ 
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The  Name  of  the  Game 

Why  should  a  money  man  with  a  brilliant  management  record  buy  into  a  sick 
baking  company  like  American  Bakeries?  The  answer  in  a  word:  Leverage. 


Robert  Grant,  45,  is  typical  of 
today's  still-young  executives  whose 
entrepreneurial  urges  are  so  strong 
that  they  won't  stay  forever  in  any 
job.  no  matter  how  good.  Fresh  oui 
of  Harvard  Business  School,  Grant 
went  to  work  for  Kidder,  Peabody, 
where,  during  seven  years,  he  learned 
the  new-business  and  acquisition  end 
of  investment  banking.  From  there  he 
moved  on  to  Plough,  Inc.  as  financial 
vice  president,  where  he  learned  about 
merchandising.  Three  years  later  he 
was  .it  Textron  as  group  vice  president 
(for  five  divisions),  and  there  in 
nine  years  he  gained  operating  experi- 
ence in  fountain  pens,  eyeglass  lenses, 
watchbands,  zippers  and  tapes. 

This  spring,  with  19  years  of  solid 
experience  behind  him.  Grant  decided 
to  put  his  experience  to  work  for  him- 
self. Backed  by  a  group  of  institutional 
investors  (Connecticut  General  and 
Chemical  Hank's  pension  funds 
among  them),  he  set  up  Grant  Asso- 
ciates. Gapital:  $6.5  million.  Object: 
to  look  for  investment  opportunities 
where  Hob  Grant's  financial  and 
executive  experience  could  make  a 
contribution. 

Grant  had  no  illusions.  Good  invest- 
ment opportunities  are  not  easy  to 
come  b)  today :  the  competition  for 
them  is  intense.  Fast  month  he  made 
his  first  move  and  it  hardly  looked  like 
a  glamorous  one.  Foi  $2.5  million, 
Grant  Associates  got  what  amounts  to 
an  option  to  own  about  11'?  of  the 
stock  of  Chicago-headquartered  Amer- 
ican Bakeries  Go.  ABC  is  a  sick  corn- 
pain,  there's  no  doubt  about  that.  Its 
working  capital  is  dangerously  low;  at 
year's  end  the  current  ratio  was  only 
1.3  to  1.  Moreover,  on  sales  of  $239 
million  in  the  first  nine  months  of 
1969  it  showed  a  deficit  of  $412,000; 
last  year,  though  in  the  black,  it 
earned  a  very  subpar  5%  on  its  stock- 
holders' capital.  It  bakes  Taystee 
bread,  lines  of  cakes  and  frozen  baked 
goods,  including  some  private-label 
merchandise.  Hardly  a  promising 
melange,  considering  that  American  is 
not  a  market  leader  in  any  line. 

But  American  Bakeries  has  con- 
siderable appeal  to  a  money-minded 
executive.  On  a  full-year  basis,  it  will 
do  a  volume  of  about  $300  million, 
or  more  than  $100  a  common  share. 
It  has  considerable  untapped  borrow- 
ing power,  inasmuch  as  its  debt  is 
under  $10  million  on  gross  property 
valued  on  the  books  at  $131  million. 
At  recent  prices,   American   Bakeries 


Grant   of  Grant  Associates 

sold  at  15  vs.  a  book  value  of  some 
$19.50  per  share. 

Its  problems  stem  from  a  number 
of  sources.  One,  of  course,  is  the 
highly  competitive  nature  of  the  bak- 
ing business,  where  supermarkets  can 
exert  huge  leverage  on  bread  and 
pastry  bakers.  Another  is  the  recent 
history  of  the  company.  A  year  ago, 
former  chairman  D.  H.  O'Connell  re- 
signed after  an  ambitious  expansion 
program  had  depleted  working  capital 
to  a  dangerous  level.  O'Connell's  suc- 
cessor, Gordon  Rockafellow,  died  after 
only  eight  months  in  office.  At  that 
point,  L.  A.  Cushman  Jr.,  son  of  the 
founder  and  owner  of  2%  of  the  stock, 
came  back  to  the  company  as  board 
chairman. 

•  In  his  turn,  Cushman  brought  in 
Albert  A.  Morey,  chairman  of  Marlen- 
nan  Corp.  (holding  company  for 
Marsh  &  McLennan),  who  became  a 
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director  and  chairman  of  the  execu- 
tive committee.  Merger  talks  with 
Hygrade  Foods  and  Realty  Equities 
were  started  under  the  previous  re- 
gimes. Nothing  came  of  these  talks, 
and  Morey  was  feeling  the  pressure  of 
his  other  commitments.  Enter  Grant, 
brought  in  by  Morey. 

Grant  does  not  expect  to  run  the 
company  day  to  day.  He  will  continue 
living  in  Providence,  R.I.  But,  as 
chairman  of  the  executive  committee 
and  American  Bakeries'  largest  single 
stockholder,  Grant  will  play  a  decisive 
part  in  trying  to  turn  the  company 
around.  Says  Morey:  "I'm  optimistic; 
look  at  Grant's  fine  track  record." 

Grant  already  has  made  a  thorough 
analysis  of  the  company  and  has  de- 
cided that  there  is  much  that  is  good 
and  worth  saving  in  American  Bakeries 
and  much  that  is  not. 

"Don't  think  of  this  as  a  $300-million 
company,"  Grant  says.  "It's  really  a 
company  with  about  50  semi-autono- 
mous plants,  each  managed  on  a  local 
basis.  We've  identified  some  that  are 
profitable,  some  that  are  unprofitable, 
some  that  just  break  even.  The  next 
step  is  to  identify  which  food  lines 
make  money  and  which  don't." 

The  implication  is  very  clear:  When 
Grant  is  finished,  American  Bakeries 
is  going  to  be  a  smaller  company — 
but  a  better  company. 

If  Grant  can  produce  a  turnaround, 
he  and  his  associates  stand  to  make  a 
pretty  profit.  For  their  $2.5  million 
they  are  getting  100,000  shares  of 
convertible  preferred  stock  and  war- 
rants on  another  100,000  common 
shares,  the  money  to  go  to  restore 
American  Bakeries'  working  capital. 
In  all,  the  Grant  group  will  have — 
through  the  conversion  privilege — a 
call  on  300,000  shares  of  American 
Bakeries  common.  After  conversion  of 
all  preferred  shares,  American  Bak- 
eries would  have  2.7  million  shares  out- 
standing, and  the  Grant  group  would 
own  just  short  of  11%.  If  American 
Bakeries'  fortunes  improve  to  the 
point  where  the  stock  sells  even  at 
book  value,  the  Grant  group  would 
end  up  with  a  $1.8-million  capital 
gain  on  their  $2.5-million  commit- 
ment. And  that's  just  a  minimum  goal. 

"If  I  were  starting  from  scratch," 
Grant  says,  "I  probably  wouldn't  pick 
the  baking  business."  But,  where  else, 
starting  from  scratch,  could  Grant's 
$2.5  million  get  the  kind  of  leverage 
that  $300  million  in  sales  and  $131 
million  in  property  represents?  ■ 
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New  Day? 


Things  ha  ve  looked  black  for  El  Paso  Na  tural  Gas  for 
quite  a  while.  Is  it  the  darkness  before  the  dawn? 


El  Paso  Natural  Gas  Co.  is  one  of 
those  stocks  that  have  simply  sat  out 
the  bull  markets  of  the  past  ten  years. 
It  has  been  in  a  price  range  of  15  to  30 
or  so  since  1959  and  recently  sold  to- 
ward the  bottom  of  the  range.  Where 
it  once  sold  for  30  times  earnings,  it 
now  sells  for  13.  The  market  simply 
has  ignored  the  fairly  steady  earnings 
gains  the  company  has  produced. 

It  has  ignored  them  largely  because 
of  El  Paso's  well-advertised  troubles 
with  the  diversification  program 
through  which  Chairman  Howard 
Boyd  has  tried  to  lessen  the  compa- 
ny's dependence  on  the  highly  reg- 
ulated pipeline  industry.  He  has  taken 
El  Paso  into  fibers,  mining  and  nu- 
clear services.  The  diversification  has 
been  a  good  deal  less  than  successful. 
As  a  result  of  it,  El  Paso  had  two 
down  years  in  earnings,  1967  and 
1968,  which  interrupted  its  long  up- 
wards earnings  trend.  Forthright 
Howard  Boyd  doesn't  deny  where  the 
trouble  has  been:  "Our  earnings  have 
dipped  because  of  our  diversification 
program,"  he  says  bluntly. 

Not    stupidity,    however,    but    bad 


luck  seems  to  have  been  at  fault.  And 
El  Paso's  run  of  hard  .luck  may  be 
about  over.  A  turnaround  may  well 
be  at  hand. 

Down   But   Not  Out 

Sounding  for  all  the  world  like  the 
manager  of  the  New  York  Mets  be- 
fore last  season,  Chairman  Boyd 
points  out  five  positive  areas  that 
should  help  improve  El  Paso's  earn- 
ings in  the  Seventies. 

1)  As  a  major  factor  in  the  natural 
gas  pipeline  industry,  El  Paso  should 
benefit  from  the  more  favorable  reg- 
ulatory climate  in  the  Federal  Power 
Commission  which  commenced  when 
Nixon  appointee  John  N.  Nassikas  took 
over  last  August  (Forbes,  Nov.  1). 
If  El  Paso's  rate  of  return  on  in- 
vested property  is  permitted  to  in- 
crease even  1%,  earnings  per  share 
would  rise  about  25%  annually. 

2)  In  searching  for  oil  and  gas,  El 
Paso  has  made,  in  Boyd's  words,  "one 
of  the  major  domestic  copper  strikes 
in  this  decade  [near  Casa  Grande, 
Arizona].  If  you  could  lay  out  all  that 
copper    on    the    ground    now,    you'd 


have  $3.7  billion  worth."  For  50% 
of  the  copper  profits  from  this  dis- 
covery, El  Paso  has  received  a  million 
shares  of  Hecla  Mining  now  worth  $30 
million.  In  addition,  next  year  El 
Paso  will  receive  $1  million  in  advance 
royalties  from  Hecla  until  profits  roll 
in.  When  the  copper  mine  is  produc- 
ing in  3/iyears,  El  Paso  will  get  50%  of 
all  the  mines'  profits  without  investing 
another  nickel.  Boyd  figures  that  by 
1983,  El  Paso's  50%  interest  in  the 
profits  will  add  $14  million  in  pre- 
tax profits  to  El  Paso  annually — prob- 
ably 25  cents  or  more  a  share  after 
taxes.  In  addition,  El  Paso  will  be 
sharing  (through  its  17%  ownership 
in  Hecla)  in  Hecla's  profits  in  other 
mining  adventures  (see  story  be- 
low). 

3)  When  the  Arab-Israeli  war 
broke  out  in  1967,  the  Algerian  gov- 
ernment froze  El  Paso's  great  natural 
gas  discovery  in  that  country.  But 
Boyd  just  may  have  turned  adversity 
into  opportunity.  He  has  made  a  deal 
with  the  Algerian  government  to  dis- 
tribute their  liquefied  natural  gas  on 
the  East  Coast  of  the  U.S.  by  1973. 
The  deal  needs  Federal  Power  Com- 
mision  approval,  but  will  be  a  great 
coup  for  Boyd  if  it  goes  through. 
There  are  only  three  great  consum- 
ing areas  of  natural  gas  in  the  U.S.: 
the    West,    which    El    Paso    already 


The  Right  Package 

Important?  Putting  it  together  enabled  little 
Hecla  Mining  to  make  up  for  an  a  wful  lot  of  size. 


Many  of  El  Paso's  diversification  moves 
so  far  have  produced  little  but  trouble, 
as  the  article  above  relates.  Not  so 
its  exploration  efforts.  Besides  oil  and 
gas,  they  have  already  yielded  what 
El  Paso's  Chairman  Howard  Boyd 
calls  one  of  the  major  copper  discov- 
eries in  the  history  of  the  U.S.,  esti- 
mated to  contain  s'inie  $3.7  billion 
worth  of  metal.  With  no  further  in- 
vestment in  the  Lakeshore  Properties 
near  Casa  Grande,  Ariz,  beyond  its 
discovery  cost,  Boyd  expects  it  eventu- 
ally to  make  El  Paso  25  cents  a  share. 

Lucky  Partner 

A  still  bigger  winner  is  El  Paso's 
partner,  little  Hecla  Mining  Co.  of 
Wallace,  Idaho,  which  gets  50%  of 
the  copper  profits  in  return  for  invest- 
ing $100  million  and  developing 
operating  the  property.  Should  Boyd's 
estimate  be  right,  Hecla  s  share  would 
about  triple  its  earnings  last  year, 
when  it  made  $5  million  selling  some 
$20  million  worth  of  silver  (it  is  the 
largest  U.S.  producer),  lead,  gold,  etc. 
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Almost  every  major  U.S.  copper 
company  bid  to  develop  the  500  mil- 
lion tons  of  ore.  So  did  several  major 
oil  companies  anxious  to  spread  out 
into  metals.  But  Hecla  won  for  two 
nasi  ins.  First,  it  came  up  with  a 
deal  that  emphasized  exactly  what  El 
Paso  wanted:  quick  pay-back.  Second 
and  more  important,  Hecla  Chairman 
Lester  J.  Randall  had,  over  two  dec- 
ades, rebuilt  Hecla  so  that  its  bid  was 
backed  by  human  resources. 

"I  came  in  1948,"  reminisces  Ran- 
dall. "I  was  an  income  tax  man  and 
I  ran  my  own  CPA  firm.  I  came  as 
secretary-treasurer.  Three  years  later 
the  man  who  ran  Hecla  died,  and  the 
board  turned  to  me  as  a  last  resort. 

"We  were  in  bad  shape,"  he  goes 
on.  "We  had  just  about  come  to  the 
end  of  our  rope,  riding  on  what  we 
had  done  in  the  past.  I  got  it  in  my 
noodle  we'd  better  hire  good  people, 
build  up  capability,  and  I  did." 

Randall's  first  big  coup  came  when 
he  bought  the  Lucky  Friday  silver 
mine  in   1964.  But  in  the  bargain  he 


had  to  give  Golconda  Mining  a  13% 
interest  in  Hecla.  "It  was  a  good  mine 
for  us,"  he  says,  "but  it  caused  us  a 
terrible  problem  later."  The  problem 
was  that  when  Hecla  went  after  the 
partnership  with  El  Paso,  a  former 
Golconda  director,  Harry  F.  Mag- 
nuson,  fought  the  deal. 


serves,  the  Midwest  and  the  East 
Coast.  If  this  deal  goes  through,  El 
Paso  will  become  one  of  the  few  pipe- 
liners  with  a  stake  in  both  great 
coastal  consuming  areas.  How  can 
Boyd  trust  a  government  that  seized 
El  Paso's  own  Algerian  properties? 
Retorts  Boyd,  "The  arrangement  pro- 
vides that  the  Algerians  will  spend 
all  the  money  for  facilities  inside  their 
own  country.  This  removes  all  threat 
of  expropriation.  And  having  made 
such  an  investment,  you  can  be  sure 
they  are  going  to  make  every  effort 
to  realize  on  that  investment." 

Boyd  has  made  a  similar  calcula- 
tion as  to  why  east  coast  distributors 
should  take  his  Algerian  gas:  "Ob- 
viously, a  customer  would  prefer  to 
have  any  source  of  energy  originate 
within  his  own  country.  We've  said 
to  the  east  coast  distributors,  if  they 
have  any  chance  of  getting  their  ad- 
ditional supplies  of  gas  from  conven- 
tional sources,  don't  waste  time  talking 
to  us.  But  with  the  current  gas  sup- 
ply at  its  reduced  levels,  the  choice 
is:  Are  you  going  to  take  it  from  a 
source  that  is  obviously  less  reliable 
than  if  it  originated  in  the  U.S.?  Or 
are  you  going  to  do  without?" 

4)  El  Paso  has  been  the  leading 
pipeline  company  experimenting  with 
nuclear  explosions  to  free  additional 
reserves  of  natural   gas    (see   photo). 


Boyd  points  out  that  in  some  fields, 
conventional  methods  extract  only  10% 
of  the  natural  gas.  "The  use  of  nuclear 
explosives  obviously  offers  vast  room 
for  improvement,"  he  says.  Over- 
seas, El  Paso  is  already  forming  joint 
ventures  with  Europe's  Nobel  com- 
panies to  combine  El  Paso's  nuclear 
knowhow  with  Nobel's  knowledge  of 
conventional  explosives  in  mining. 

5)  Boyd  claims  that  El  Paso's  or- 
deal in  nylon  has  just  about  been 
licked.  In  1964,  El  Paso  went  into  a 
joint  venture  with  Beaunit  Mills.  But 
as  more  start-up  problems  than  an- 
ticipated flared,  El  Paso  bought  out 
Beaunit  entirely  and  invested  about 
$60  million  in  two  plants,  one  in 
Odessa,  Texas,  to  make  nylon  inter- 
mediates and  one  in  Etowah,  Tenn., 
to  spin  it  into  fibers.  "Our  forecast 
that  we  were  going  to  get  an  $11  mil- 
lion pretax  improvement  in  1969  has 
not  been  realized,"  says  Boyd. 

But  that's  a  positive  point  for  next 
year,  not  a  negative  one.  Says  Boyd, 
"We've  made  some  personnel  changes 
there.  Our  turnaround  has  been  de- 
layed, but  the  potential  is  still  there 
and  we  will  get  it." 

The  gambles  with  Algerian  gas, 
copper,  nuclear  explosives  all  show  a 
management  that  is  aggressive  and 
alert.  Successful?  So  far,  not  really. 
But  the  tide  may  be  turning.  ■ 


"I  wasn't  going  to  let  a  small  com- 
pany like  Colconda  stop  us  from  do- 
hlg  what  I  believed  we  should  do," 
says  Randall.  "I  did  what  had  to  be 
done.  I  won.  but  I'm  sorry  to  say  QOl 
Without  leaving  a  feu  bloody  noses. 
One  was  obviously  Magnuson.  We 
were  very  close  Friends,  former  part- 
ners. I  sold  him  my  old  CPA  firm." 

Right   Combo 

El  Paso's  Boyd  explains  why  tiny 
Hecla  won  against  big-time  competi- 
tion: "They  came  up  with  a  method 
of  mining  that  would  permit  these 
properties  to  be  put  into  production 
in  3M>  years;  the  others  were  talk- 
ing six  to  eight  years.  Second,  Hecla's 
method  entailed  an  initial  outlay  of 
only  $100  million,  whereas  the  others 
were  talking  in  terms  of  $150  million 
to  $200  million." 

Hecla's  plan  was  technically  simple, 
though  probably  involving  higher  to- 
tal costs  over  the  long  run.  The  copper 
discovery  was  in  three  layers,  with 
two  low-grade  ore  bodies  close  to 
the  surface  and  a  high-grade  body 
700  to  1,700  feet  underneath.  Hecla 
planned  to  sink  inclined  shafts  and 
mine  the  high-grade  ore  first,  thus 
getting  an  early  and  rapid  return  on 
a  minimum  investment.  In  that  way, 


the  underground  copper  would  pro- 
vide funds  to  develop  the  surface 
stripping  operations  before  being  ex- 
hausted. 

If  the  technique  was  appetizing,  so, 
too,  was  the  financial  package  Hecla 
offered.  First,  it  offered  El  Paso  $1 
million  annually  in  advance  royalties 
until  the  property  became  productive. 
Second,  it  offered  El  Paso  1  million 
Hecla  shares  currently  worth  over  $30 
million.  This  17%  interest  also  helps 
protect  Hecla  from  future  takeovers. 
Says  Randall,  "I  offered  El  Paso  that 
million  shares  to  win  the  bid.  But  if 
anyone  can  take  us  over  now,  we'll 
deserve  it." 

El  Paso  may  also  get  an  additional 
windfall  from  its  Hecla  holdings.  Be- 
sides the  Arizona  venture,  Hecla 
owns  35.4%  of  Granduc,  the  largest 
underground  copper  mine  in  Canada. 
Hecla  invested  $10  million  in  the 
property,  then  Granduc  took  in,  as 
additional  partners,  Newmont  Min- 
ing and  Asarco,  which  invested  an- 
other $80  million.  Hecla  will  prob- 
ably receive  the  first  pay-back  from 
Granduc  in  the  last  quarter  of  1970.  In 
•  addition,  Hecla  has  made  tests  of  a 
70%-owned  property  in  British  Colum- 
bia, near  the  Alaskan  border,  called 
Schaft  Creek.  No  announcement  has 


yet  been  made  of  the  results,  but 
Philip  Lindstrom,  Hecla  investment 
manager,  says,  "It's  so  big  I'm  not 
able  to  describe  it.  You  might  think 
I'm  taking  marijuana." 

What  can  go  wrong  for  Hecla  with 
three  big  copper  projects  ahead? 
"Only  the  obvious,"  says  Randall. 
"Copper  prices  are  cyclical,  and  30- 
cent  copper  could  give  us  trouble. 
But,  in  any  event,  Hecla  will  be  in 
the  copper  business  in  a  major  way." 

It  might  seem  impossible  for  a  com- 
pany of  only  $5  million  in  profits  to 
handle  a  $100-million  project,  but 
Chase  Manhattan  Bank  notes  the 
ore  is  all  bank-loanable.  Hecla 
has  no  debt  and  can  easily  raise  $30 
million;  it  also  has  another  $10  million 
in  mining  securities  plus  the  cash  flow 
from  Granduc.  Furthermore,  in  four 
years,  the  El  Paso  venture  will  also 
help. 

Randall  still  has  some  difficulty 
believing  that  it  is  all  real.  "I  never 
expected  that  we'd  win  that  bid. 
Hecla  is  better  off  now  than  I  ever 
dreamed  it  could  be.  I  remember 
searching  for  something  big  for  five 
years  with  little  luck.  Now  suddenly 
we  have  a  couple  going  for  us  all 
at  once.  There's  truth  in  the  old  say- 
ing that  it  never  rains  but  it  pours."  ■ 
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Litton's  Shattered  Image 

Having  survived  the  shock  of  last  year's  decline,  Litton  industries'  earnings  (and  its 
stock  price)  have  recovered.  Much  of  the  glamour,  however,  is  gone.  And  for  good  reason. 


Litton  Industries  Inc.,  the  onetime 
high-glamour  conglomerate  from  Bev- 
erly Hills,  Calif.,  calls  to  mind,  curi- 
ously, the  admonition  that  John  Pat- 
terson, founder  of  National  Cash  Reg- 
ister and  father  of  modern  marketing, 
used  to  give  his  salesmen:  "Don't  talk 
machines,  talk  the  prospect's  business." 
Well,  Litton  has  taken  the  Patterson 
principle  a  step  further,  into  the  field 
of  investor  relations  and  corporate  im- 
age. Litton  doesn't  like  to  talk  prod- 
ucts; it  prefers  to  talk  concepts  and 
systems  and  the  technologies  of 
tomorrow.  For  years  this  impressed  the 
security  analysts,  and  the  investors 
followed  along.  It  helped  win  Litton 
a  sky-high  price/earnings  ratio.  This, 
in  turn,  helped  Litton  get  acquisitions 
on  favorable  terms.  But  now  the  prac- 
tice is  backfiring.  What  is  clearer 
almost  daily  is  the  considerable  dis- 
tance between  concept  and  reality 
at  Litton. 

The  reporting  of  Litton's  earnings 
in  the  fiscal  year  ended  July  31  is 
typical.  This  was  the  year  for  Litton's 
return  to  grace  after  the  earnings 
decline  of  fiscal  1968.  Return  it  did, 
apparently.  Earnings  were  up  35%  to 
$82.3  million  as  sales  churned  past 
the  $2-billion  mark. 

But  follow,  if  you  will,  this  com- 
plicated bit  of  bookkeeping.  There 
were  (as  there  usually  are  in  earnings 
statements)  some  interesting  foot- 
notes. One  revealed  that  Litton  had 
included  in  its  operating  earnings 
a  $23.2-miHion  capital  gain  on  sale 
of  McLean  Industries  stock  to  RJR 
Corp.  (formerly  R.J.  Reynolds).  A 
capital  gain  in  operating  earnings? 
Not  really.  For  Litton  added  a  para- 
graph to  the  footnote,  which  spoke 
most  unspecifically  ol  "amounts  by 
which  estimated  contract  costs  are 
expected  to  exceed  contract  revenues." 
Litton's  chief  financial  officer,  Senior 
Vice  President  Joseph  T.  Casey,  is 
more  blunt  about  it:  "We  are  actually 
taking  a  writeoff,"'  he  says. 

Litton  had  initially,  in  its  nine- 
month  earnings  report,  precisely  off- 
set the  $23.2-million  capital  gain  by 
setting  up  a  "reserve"  for  start-up 
costs  on  its  new  shipyard.  Now  talk 
of  a  reserve  has  disappeared,  and  so, 
in  specific  terms,  has  the  $23.2-mil- 
lion.  But  there  really  is  no  reserve 
at  all,  there  never  was.  Litton  is  taking 
a  $23.2-million  writeoff  to  cover 
losses  anticipated  on  contracts  to  pro- 


duce seven  container  ships  for  Ameri- 
can President  Lines-Farrell  Lines  and 
to  overhaul  nuclear  submarines  for 
the  Navy.  Litton,  in  short,  has  already 
lost  the  money  for  all  practical  pur- 
poses. The  loss,  however,  will  never 
reduce  reported  earnings — not  this 
year,  not  when  the  ships  are  de- 
livered. The  loss  already  has  been 
washed  away  by  balancing  it  against 
last  year's  capital  gain. 

To  be  blunt,  a  nonrecurring  capital 
gain  was  used  to  offset  what  is — or 
will  be — an  operating  loss,  and  Lit- 
ton will  never  have  to  reflect  the  ship- 
yard losses  in  its  operating  statement. 

Illegal?  Not  at  all.  Misleading?  Per- 
haps. For  such  sophisticated  book- 
keeping, Litton  is  increasingly  draw- 
ing doubts  and  questions  where  once 
it  won  only  praise  and  faith  from  ana- 


lysts and  professional  investors. 

Not  surprisingly,  therefore,  the 
stock  market  did  not  jump  with  en- 
thusiasm when  Litton  came  out  with 
its  impressive  35%  earnings  gain.  Al- 
though Litton  stock  has  rallied  sub- 
stantially from  its  1969  low,  it  sold 
last  month  at  less  than  one-half  its 
all-time  high,  120,  set  in  1967.  It  re- 
cently sold  at  about  23  times  earn- 
ings for  fiscal  1969;  as  recently  as 
1967,  Litton  sold  at  46  times  earnings. 

Lost  Legend 

For  a  long  time,  Litton  was  a 
legend.  A  legend  of  14  years  of  un- 
broken growth  that  carried  the  com- 
pany from  $3  million  in  sales  in  1953 
to  $1.6  billion  in  1967,  with  earnings 
growing  apace.  This  legend,  carefully 
cultivated  by  one  of  the  smartest  in- 
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vestor-relations  campaigns  ever  seen, 
helped  persuade  investors  to  accord 
the  company  a  total  stock  market 
value  of  $2.7  billion  in  1967.  Its 
market  value  was  then  in  the  same 
class  as  those  of  such  far  older  and 
bigger  companies  as  Chrysler,  West- 
inghouse,  Union  Carbide  and  Good- 
Near  Tire.  Litton  had  woven  a  magic 
spell  that  convinced  many  people 
that  its  growth  could  go  on  almost 
forever,  that  every  SI  of  its  earnings 
was  worth  more,  much  more,  than 
that  of  more  conventional  companies. 

Suddenly,  the  spell  was  broken,  the 
legend  shattered. 

A  poor  quarterly  report  in  the  second 
quarter  of  fiscal  1968  ended  57  straight 
quarters  of  earnings  gains.  The  de- 
cline in  annual  earnings  came  to  just 
SI  1.6  million,  but  because  of  it  Lit- 
ton's aura  was  dispelled.  Litton's  stock 
fell  in  1968,  rallied  but  then  declined 
precipitously  once  more.  At  the  worst 
levels  this  year  stockholders  suffered 
a  paper  loss  of  nearly  S2  billion. 

Ignoring  the  fact  that  the  company 
had  greatly  encouraged  the  growth 
mystique,   Litton's   bosses   today  tend 


to  blame  the  fall  from  grace  not  on 
themselves,  but  on  the  financial  com- 
munity. "Analysts,"  says  President 
Roy  Ash,  "had  become  believers  more 
than  analysts.  Now  they  have  become 
appraisers  again.  There  is  a  lot  more 
interest  in  the  internal  substance  of 
Litton."  As  to  what  lit  the  flame  of 
faith  in  the  analysts,  Ash  sees  only 
the  fabled  "57  quarters,"  when  Litton 
went  from  peak  to  higher  peak  in 
earnings,  and  the  analysts'  own  lack 
of  industry.  He  minimizes  the  role  of 
Litton's  adroit  use  of  public  relations 
and  a  series  of  annual  reports  that 
were  feasts  for  the  eye,  if  a  famine  for 
the  mind. 

Where's  the  Technology? 

But  Ash  is  correct  that  there  is  a 
lot  more  interest  in  the  substance  of 
Litton.  Analysts  no  longer  freely  swal- 
low talk  about  the  systems  approach, 
or  about  synergy.  Now  they  ask  hard 
questions  about  the  typewriters,  con- 
veyor belts,  calculators  and  syringes 
that  are  Litton's  reality.  At  least  some 
analysts  are  realizing  that  Litton's 
Business  Systems  &  Equipment  divi- 


sion— scratching  to  earn  3%  on  sales 
of  $608  million — is  not  really  a  first- 
rate  contender  in  a  business  where 
the  leader,  IBM,  earns  12.6%  and  the 
industry  average  is  7%;  that  Litton's 
Industrial  Systems  division — aside 
from  the  electronic  components  busi- 
ness that  contributes  some  $150  mil- 
lion of  the  division's  $657-million 
volume — is  only  a  collection  of  good- 
to-poor  capital  goods  companies;  that 
its  shipbuilding  operations,  though 
promising,  are  incurring  heavy  losses. 

Not  all  about  Litton  is  gloomy.  A 
portion  of  its  military  business  is 
growing  rapidly.  In  its  years  of  ac- 
quisitions, the  company  has  picked  up 
some  real  winners  and  gone  into  some 
fancy  businesses,  like  the  currently 
voguish  medical  electronics  field. 

But  beneath  all  the  surface  ex- 
amination of  Litton's  lot  lie  more 
fundamental  questions.  They  concern 
Litton's  ability  to  produce  regular 
earnings  gains  now  that  its  size  re- 
duces its  ability  to  have  the  math- 
ematical joys  of  acquisitions.  There 
is  a  nagging  suspicion  that  Litton,  by 
nature  and  disposition,  is  incapable  of 


spending  the  research  and  product 
development  dollars  to  become  really 
first  class  in  any  field. 

The  Federal  Trade  Commission  was 
blunt  about  this  in  a  complaint  issued 
last  April  against  Litton's  acquisition 
of  German  typewriter-maker  Triumph- 
Adler.  Litton  has  had  Royal  Type- 
writer for  five  years  now.  "Litton 
recognized  in  1965  a  requirement  for 


litton's  Thornton  (top)  and  Ash 

basic  improvement  in  the  typewriter 
products  of  Royal,"  states  the  FTC. 
"Its  response  was  to  choose  expedi- 
ents that  avoided  commitment  to 
original  research  and  development. 
Acquisitions  have  been  among  the 
expedients  chosen." 

Litton's  response  did  nothing  to 
blunt  this  sharp  criticism.  In  writing 
and  in  testimony  before  the  FTC,  its 
executives  admitted  that  Royal  Type- 
writer operations  are  sustaining  heavy 


losses:  $6.5  million  in  fiscal  1968  and 
at  least  $6  million  in  fiscal  1969. 
Also,  it  was  admitted  that  Royal's  sales 
organization  had  been  declining. 

This  state  of  affairs  Litton  blamed 
almost  totally  on  IBM's  dominance  of 
the  $350-million  office  electric  type- 
writer market.  It  laid  the  plight  of 
Royal  on  IBM's  research  and  develop- 
ment and  its  breadth  of  marketing. 
Litton  asked  that  it  be  allowed  to  ac- 
quire Triumph-Adler  on  the  grounds 
that  the  latter's  electric  office  machine, 
although  not  comparable  to  newer 
IBM  models,  would  at  least  give  Lit- 
ton a  chance.  But  later  in  its  statement 
Litton  admitted  that  at  least  half  of 
Royal's  losses  were  due  to  a  portable 
typewriter  plant  in  Springfield,  Mo., 
which  is  now  closed.  IBM  does  not 
even  make  portables. 

To  read  Litton's  statements  to  the 
FTC  and  then,  as  Forbes  did,  talk 
to  Litton  executives,  gives  a  curious 
sense  of  unreality,  of  concepts  related 
only  slightly  to  facts.  Senior  Vice  Presi- 
dent Ralph  O'Brien,  a  40-year-old 
Bostonian  and  marketing  man  who 
heads  up  business  equipment  today, 
says  that  the  losses  at  Royal  have 
been  reduced  but  not  eliminated. 
Five  days  after  that  conversation, 
chief  finance  officer  Joe  Casey  says 
flatly:  "Royal  is  not  losing  money." 

Aside  from  such  questions,  O'Brien 
radiates  only  confidence.  "We  have 
completely  reorganized  the  Royal  com- 
pany and  they  are  confident  now 
that,  with  Triumph-Adler,  they  will 
have  the  R&D  capability,  the  manu- 
facturing and  worldwide  marketing 
capability  that  will  give  us  the  ability 
to  sell  at  a  scale  allowing  us  to  pro- 
duce at  a  reasonable  cost."  (Litton  is 
proceeding  on  the  basis  that  it  has 
Triumph-Adler  until  forced  to  divest. ) 

Beyond  the  German  company, 
though,  readers  of  Litton  annual  re- 
ports might  wonder  what  Litton  was 
doing  these  five  years  with  Royal 
while  it  was  reporting,  in  1965,  ".  .  . 
an  engineering  design  breakthrough  in 
typewriter  technology."  Or,  in  1966, 
how  ".  .  .  our  advanced  technology  ap- 
plied to  design  and  production  of  the 
machines  resulted  in  the  sale  of  more 
Royal  typewriters." 

What  Litton  was  doing,  of  course, 
was  marketing  old  products  because 
it  had  neither  better  products  nor  the 
knowhow  to  get  them.  The  same  is 
true  of  its  Royfax  copier  introduced 
in  1966.  The  Royfax,  which  requires 
sensitized  paper,  is  today  doing  a 
volume  of  around  $20  million  in  a 
market  of  $1.4  billion,  a  minimal 
position. 

The  pattern  of  Litton's  lack  of 
product  development  carries  over  in 
the      Monroe      calculating     machine 


operation.  This  is  significant  because 
Monroe  was  Litton's  first  (in  1958) 
nonelectronic  company  acquisition. 
The  Litton  plan,  according  to  Chair- 
man Charles  B.  "Tex"  Thornton,  was 
— and  is — that  new  technology  is 
going  to  transform  industries  and  that 
Litton  will  be  there  to  reap  the  mar- 
kets, in  this  case  with  desktop  elec- 
tronic calculators. 

Buf  Monroe  kept  making  electro- 
mechanical calculators  (though  it  pro- 
duced an  electronic  printing  calcu- 
lator some  eight  years  after  it  joined 
Litton).  By  this  time  the  whole  mar- 
ket had  changed.  The  Japanese  were 
making  electronic  display  calculators; 
the  market  was  and  is  crowding  up. 
Monroe  has  just  introduced  four  new 
electronic  calculators;  Canon  of  Japan 
makes  three.  This  is  therefore  Japa- 
ese,  not  Litton,  technology.  Did  Litton 
have  the  knowhow  in  time  itself?  "No, 
not  at  the  time,"  says  Monroe  head 
Donald  McMahon. 

McMahon  is  immediately  corrected 
by  John  Rubel,  senior  vice  president 
and  head  of  planning  for  Litton. 
"The  distinction  must  be  made  be- 
tween technology  and  technique," 
says  Rubel.  He  goes  on  to  explain, 
as  many  people  at  Litton  do,  that 
this  company  concentrates  on  apply- 
ing techniques  to  the  needs  of  the 
marketplace. 

Maybe  so,  but  the  fact  remains 
that  Monroe  is  now  positioned  in  a 
very  crowded  calculator  market  where 
the  Japanese  are  making  the  greatest 
gains;  where  there  is  no  technological 
edge  and  price-  and  profit-margin 
cutting  is  inevitable.  The  higher- 
technology  market  is  in  office  systems 
where  IBM  is  king,  particularly  with 
the  introduction  of  its  System  3  desk- 
top computer.  In  the  scientific-engi- 
neering field  for  calculators,  the  mar- 
ket is  held  by  Wang  Electronics  and 
Hewlett-Packard.  "Monroe,"  says  Mc- 
Mahon, "will  introduce  a  machine  in 
that  market."  A  business  equipment 
consultant  who  knows  Monroe  renders 
a  terse  judgment  on  that  effort:  "They 
haven't  spent  the  R&D  money." 

On  Keeping  Ahead 

Waynesboro,  Pa.  is  headquarters 
for  Milburn  Alfred  (Metz)  Hollen- 
green,  66,  president  and  guiding  force 
of  Landis  Tool  Co.  This  company  is  a 
smallish  but  highly  profitable  mem- 
ber of  the  grinding  machine  in- 
dustry and  a  gem  of  a  company  that 
joined  Litton  when  Hollengreen  de- 
cided to  sell  for  personal  reasons. 
Landis  is  the  kind  of  company  that 
averaged  better  than  13%  net  on  sales 
for  five  years;  that  had  $7-million 
earnings  on  $52-million  sales  the  year 
before  it  joined  Litton.  Landis  Tool 
prospered  because  it  lavished  money 
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after  its  first  day  in  business. 
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*rox  Data  Systems  is  a  brand  new  name  for  an  eight 

arold  company. 

We  started  out  in  1961  as  Scientific  Data  Systems. 

e  sold  computers  mainly  to  scientists  and  engineers 

!  the  premise  that  no  one  else  was  adequately  serv- 

3  their  needs. 

And  we  were  right:  Over  the  years  our  sales  totaled 

mdreds  of  millions  of  dollars.  We  grew  from  a  mod- 

t  plant  into  seven  large  facilities.  We  parfayed  a 

mdful  of  people  into  a  cast  of  thousands. 


Now  we're  broadening  our  horizons  to  include  the 
business  world. 

We'll  face  tougher  competition.  But  our  computers 
are  already  solving  business  problems  along  with 
their  scientific  work  for  time-sharing  services,  hos- 
pital, universities  and  hundreds  of 
other  customers.  So  we  have  the 
hardware  and  the  experience.  And 
now  we  also  have  something  else: 

....  "  Xerox  Data  Systems 

XerOX  IS  m  the  picture.  a  Segurxto.California 


XD5 


The   Real   Thing.   The   gi 


wiring    one    of   Litton's    few    real   technological    advances,   the    inertial   guidance   system. 


on  research  and  on  new  equipment. 
Says  Hollengreen:  "We  try  to  average 
double  our  depreciation  in  buying 
new  machinery  every  year.  Stay  ahead 
and  you're  all  set.  You  don't  have 
to  market  if  you've  got  a  better  ma- 
chine. I've  spent  money  when  they 
called  it  'Hollengreen's  Folly.'  The 
next  year  they  called  it  foresight." 

Certainly  Landis  is  one  of  Litton's 
crown  jewels.  But  certain  questions 
arise.  For  example:  Is  Landis'  style 
of  future-looking  spending  compatible 
with  Litton's  heavily  financial  orienta- 
tion, its  commitment  to  the  concept 
of  Return  On  Gross  Assets?  Under  the 
ROGA  concept,  divisional  managers 
are  rewarded  in  direct  proportion  to 
their  ability  to  earn  a  high  return  on 
the  assets  entrusted  to  them.  The 
trouble,  of  course,  is  that  spending 
on  research  and  on  plant  moderniza- 
tion can  penalize  ROGA  in  any  given 
year,  bringing  rewards  only  in  the 
future.  ROGA  can,  moreover,  be  maxi- 
mized by  buying  parts  and  products 
on  the  outside,  thus  reducing  the  need 
for  plant  investment. 

Forbes  asked  Roy  Ash  about  this. 
His  reply:  "What  you  are  asking  is:  Is 
the  manager's  self-interest  aligned 
with  the  company's  self-interest  by 
this  measurement  technique?  First, 
we  have  two  or  three  things  in  that 
measurement  technique  to  align  this 
self-interest,  and  the  managers  are 
pushed  for  growth.  We  have  built 
this  in  on  occasion  in  compensation 
systems."  Ash  details  several  measures 
— reckoning  on  the  basis  of  unde- 
preciated assets,  on  the  increase  in 
assets  employed,  and  so  on.  But  it 
all  comes  down  to,  he  says,  "legiti- 
mate behavior." 

But  the  fact  still  remains  that  in  a 
company  where  a  few  tens  of  millions 
in  profits  support  billions  in  market 
value,  the  pressure  for  profits  now  can 
be   overwhelming.    From    the   begin- 


nings of  its  business  Litton  has  taken 
great  pride  in  the  fact  that  it  could 
take  the  other  fellow's  technology  and 
produce  it  at  a  profit.  This  technique 
reduces  the  need  for  capital  and  in- 
creases ROGA.  So  does  another  Litton 
technique:  producing  a  commonplace 
product  but  producing  it  so  efficiently 
that  Litton  can  grab  a  slice  of  the  mar- 
ket— and  at  a  profit.  "We  started  out 
cutting  our  slice  out  of  the  hide  of 
Sylvania,  Raytheon,  RCA  and  others," 
says  Ash,  and  jokes  that  once,  years 
ago  at  a  trade  show,  somebody  put  a 
banner  above  the  Litton  booth  read- 
ing "World's  Largest  Manufacturer  of 
Obsolete  Products." 

A  veteran  security  analyst  who  fol- 
lowed Litton  for  many  years  recalls 
going  to  see  the  company's  electron 
tube  facilities  in  the  Fifties.  "Litton 
had  taken  somebody  else's  R&D  in 
every  tube  and  had  done  product 
engineering  and  brought  out  a  cheap- 
er product  and  got  the  business.  They 
were  making  the  profits.  Sylvania  and 
Raytheon  were  originating  the  tube 
technology.  In  most  cases,  manage- 
ment had  been  financial  types.  This 
can  be  an  advantage  and  a  dis- 
advantage. It  is  okay  to  operate  with- 
out product  development  when  you're 
small,  but  when  you  become  big  you 
have  to  have  a  broad  capability  and 
preserve  it." 

Defense  as  Lever 

Interestingly  enough,  Litton  did,  in 
its  early  clays,  do  considerable  original 
product  research  and  development. 
Litton  got  into  business  producing 
power  tubes  for  the  Government  at 
low  cost.  Its  costs  were  so  low  that 
it  was  booking  high  profits,  but  on 
government  contracts  where  profits 
were  limited.  So  Litton  used  the  ex- 
cess profits  from  the  power-tube  con- 
tracts to  get  into  other  businesses  sell- 
ing to  the  Government.  The  founders 


of  Litton  knew  that  the  Defense  De- 
partment's renegotiation  board  con- 
siders the  totality  of  a  company's 
business  with  the  Government  in  cal- 
culating profit  levels.  Power-tube 
profits  went  into  developing  for  Lit- 
ton its  successful  data  systems  busi- 
ness for  the  military  and  its  real  break- 
through in  inertial  guidance  systems 
for  aircraft.  This  question  remains: 
Since  those  early  days,  how  many 
really  new  products  has  Litton  brought 
out?  The  answer  must  be:  not  very 
many.  And  the  man  who  did  bring 
out  the  great  inertial  guidance  sys- 
tem, Dr.  Henry  Singleton,  has  long 
since  departed  to  found  Teledyne. 

Litton  puts  great  hopes  on  its 
newest  growth  business,  medical 
electronics.  Litton  has  been  in  it  ac- 
tually since  1960,  when  it  acquired 
Fritz  Hellige  &  Co.,  a  West  German 
maker  of  electrocardiographs,  electro- 
encephalographs and  other  monitoring 
equipment. 

Litton  has  paid  more  attention  to 
the  field  since  it  acquired  $3-milhon 
(wholesale  sales)  Profexray  Inc.  of 
Chicago  in  1964.  Charles  Vatz  heads 
the  Medical  Products  group  and  is  a 
member  of  the  family  that  once 
owned  Profexray.  He  describes  how  he 
saw  an  opportunity  to  expand  Pro- 
fexray's  volume  dramatically  if  he 
could  build  a  sales  force  and  sell  re- 
tail. Profexray  could  then  supply 
equipment  ancillary  to  the  X-ray  unit 
itself.  As  Vatz  explained  it  to  Litton, 
his  $3  million  at  wholesale  generated 
$30  million  in  business  for  dealers — 
sales  of  image  intensifiers,  films  and 
chemicals,  supplies  and  accessories. 
Litton  bought  Vatz'  business,  built 
a  sales  and  service  force,  and  Profex- 
ray's  current  volume  is  around  $50 
million.  Today  it  supplies  the  acces- 
sories, the  films  and  chemicals.  But 
profits  have  grown  less  than  half  as 
fast  as  sales,  reflecting,  perhaps,  low- 
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er-margined  products  in  the  mix  but 
surely  some  price-cutting  as  well. 
Price-cutting  in   a  high-technology 

business  such  as  X-ray?  That  is  what 
happens  il  you  don't  have  an  edge  in 
product  innovation.  Profexray  does  not 
have  such  an  edge.  So  far,  Litton  has 
adapted  Ilellige's  German  monitoring 
equipment  to  sell  in  the  U.S. — where 
Hewlett-Packard  and  Beckman  In- 
struments lead  the  field.  Litton  ac- 
quired another  German  firm,  a  manu- 
facturer of  disposable  syringes,  and 
also  took  a  chain  of  dentist's  office 
equipment  supply  stores. 

Needles?  Dental  chairs?  The  Litton 
litany  in  this  area  runs  thus:  "We 
found  that  our  products  form  a  nu- 
cleus of  medical  systems.  Litton  would 
build  from  a  high-technology  company 
into  a  broad-range  medical  supply  com- 
pany." Hut  meanwhile,  back  at  the 
technology,  medicine  marches  on.  On 
the  new  frontiers  of  medicine,  says 
\  at/,  Litton  is  working  under  a  licens- 
ing agreement  with  Toshiba  of  Japan. 
"We  are  using  Toshiba's  technology  to 
spring  us  into  new  businesses,"  he  ex- 
plains. "In  order  to  shorten  the  time 
span,  we've  chosen  to  buy  the  tech- 
nology." Translated  from  Littonese 
that  means  simply  this:  In  the  new 
field  of  nuclear  medicine,  Litton  must 
buy  from  a  foreign  firm  to  stay  in  the 
ball  game.  Competitor  Picker  X-ray,  a 
subsidiarj  of  CIT  Financial  and  leader 
of  the  X-ray  market,  along  with  Gen- 
eral Electric,  is  ahead  in  technology. 

Litton  people  are  eloquent  in  de- 
tense  ol  such  practices.  Planning  head 
John  Rubel  oilers  the  truism:  "Tech- 
nology standing  alone  rarely  is  the  key 
to  a  company's  success."  He  adds, 
"More  important  than  innovation  is 
being  the  fellow  who  can  respond  to  a 
felt  need  in  the  medical  community." 

One  of  Litton's  competitors  sees  it 
differently:  "If  I  had  to  make  a  state- 
ment on  how  you  survive  in  this  mar- 
ket, it  is  through  product  innovation 
rather  than  just  competing  on  a  high- 
volume,  low-cost  basis." 

Tubes  and  Synergism 

The  list  goes  on.  Microwave  cook- 
ing— used  as  an  auxiliary  cooker;  it 
is  very  last — is  a  field  about  which 
Tex  Thornton  waxes  enthusiastic. 
This  is  another  field  where  Litton 
will  "help  to  advance  the  frontiers 
of  technology  and  be  able  to  bring 
that  technology  to  a  useful  product." 
Litton  currently  has  about  a  $20-mil- 
lion-a-year  business  in  the  commercial 
market  with  its  microwave  oven. 
Frontiers?  Litton's  product  capability 
here  came  to  it  under  license  From 
Raytheon  lor  the  essential  microwave 
tube  technology  and  through  acquisi- 
tion of  Robert  Hinders  oven  company 
of    Cleveland.     ( Hinder    is    now    vice 


president  in   charge  of  Litton's  Food 
Products    group.) 

The  frontier,  if  there  is  one,  is  in 
the  consumer  market  where  50,000 
units  have  been  sold.  Raytheon, 
through  its  Amana  subsidiary,  is  a  par- 
ticipant in  the  market,  as  is  General 
Electric.    The    market    projection    in 


Small  Pofatoes.  Litton  is  a 
minor  factor  in  medicine  with 
machines  such  as  the  patient 
monitor  (above)  from  a  Ger- 
man acquisition.  It  is  equally 
unimportant  in  office  copying 
with  the  Royfax  machine  (be- 
low)  thaf   it   produced    itself. 


1970  is  for  250,000  microwave  cook- 
ing units.  That's  a  market  of  $125  mil- 
lion. So  new  competitors  are  coming 
in,  among  them  Sears,  Admiral,  some 
Japanese  firms  and  Litton  Industries, 
marketing  through  Tappan. 

This  hardly  sounds  like  the  kind  of 
business  that  could  be  worth  50  times 


earnings,  but  Tex  Thornton  talks 
bravely  of  somehow  combining  micro- 
wave cooking  with  the  Stouffer  Foods 
Corp.,  makers  of  frozen  prepared 
dinners  and  operators  of  Stoufter's 
Restaurants,  which  Litton  acquired  in 
1967.  He  sees  vast  frontiers  in  an  era 
when  housewives  shun  the  drudge  part 
of  preparing  meals.  But  meanwhile, 
Litton  uses  another  company's  tech- 
nology^ to  market  ovens  through  yet 
another  company,  while  Stouffer  goes 
on  running  restaurants. 

-  Still,  no  one  can  doubt  that  Litton 
has  some  distinctly  first-rate  firms 
within  it.  Landis  Tool  is  one  of  them, 
the  highest  profit  performer — at  over 
$7  million — in  Litton's  industrial  sys- 
tems and  machine  tool  group,  an 
agglomeration  that  contributes  over 
$500  million  sales  and  some  $20  mil- 
lion profit  to  Litton.  Because  of  Lan- 
dis' profitability,  the  machine  tool  side 
— New  Britain  Machine  and  UTD 
Corp.  are  the  other  components — 
ranks  with  the  best  in  its  business 
in  profitability,  some  $14  million  earn- 
ings on  $200  million  sales.  But  ma- 
chine tools  are  fairly  new  to  Litton, 
barely  two  years  within  the  company. 
The  other  side  of  the  agglomeration, 
the  industrial  systems,  does  about 
$300  million  sales  but  brings  in  only 
$7  million,  roughly,  of  profit.  This 
grouping  of  Hewitt-Robins,  a  materi- 
als handling  company,  Louis  Allis  Co. 
in  electrical  motors  and  Rust  En- 
gineering, among  others,  trails  in 
profitability  almost  anybody  one  could 
name  in  its  various  businesses,  from 
Rex  Chainbelt  and  Link-Belt  in 
materials  handling,  up  through  Re- 
liance Electric  and,  of  course,  Gen- 
eral Electric  in  motors  and  drives,  to 
such  outfits  as  Square  D  in  industrial 
controls  and  automation. 

The  industrial  systems  companies 
came  into  Litton  at  different  times 
over  the  past  five  years.  The  idea, 
in  Littonesque  terminology,  was  to 
give  the  company  "a  total  systems 
approach  to  design  solutions  to  in- 
dustrial production  problems."  How- 
ever that  may  be,  while  sales  of  the 
grouping  have  grown,  profitability 
has  not.  The  synergism  seems  to  have 
come  unstuck  someplace. 

The   Big   Ships 

But  what  of  shipbuilding?  Surely  in 
this  newly  promising  industry,  Litton 
has  been  the  technological  innovator. 
Hardly.  Sun  Shipbuilding  has  built 
gas  turbine  ships;  other  shipyards  are 
building  container  ships  all  the  time. 
New  assembly  techniques  are  being 
learned.  Litton  has  talked  a  lot,  but 
mostly  about  its  shipyard.  In  plain 
truth,  it  hasn't  built  that  many  ships. 

But  shipbuilding  as  an  industry 
does  seem  promising.  The  U.S.  Navy 


32 


FORBES,  DECEMBER  1,  1969 


86  Proof  Blended  Scotch  Whisky  •  The  Paddington  Corporation,  N.Y. 


Christmas  past  is  also  Christmas  present. 


From  the  house  of 
Justerini  &  Brooks 
Founded  1149 


J&B  Rare  Scotch  f 

It  only  costs  a  few  cents  more.       -^ 


f 

V 


V^  cant  control  Melanies  skirts,  but... 

we  can  control  the  stops  of  the  bus  she's  catching. 

For  whether  it's  a  10-ton  bus  hurtling  down  the 
highway  at  70  miles  per  hour  or  a  Boeing  727  jet  land- 
ing at  160mph,  Abex  friction  products  help  keep 
things  under  control. 

Abex  braking  materials  insure  safe  stops  for 
buses,  trucks,  and  cars.  For  commercial  and  military 
jets  where  brake  temperatures  soar  as  high  as  1800° 
Fahrenheit.  For  railroad  cars  and  locomotives.  And 
in  huge  earthmoving  machines  changing  the  face 
of  America. 

Because  of  their  rugged  reliability,  Abex  friction 
control  products  are  also  used  to  transmit  power  in 
clutches,  transmissions,  steering  mechanisms  and  in 
hoists  and  drilling  rigs. 

However,  controlling  friction  is  only  one  aspect 
of  Abex. 

Hydraulic  systems  by  Abex  control  fluid  power 
for  industry  and  aerospace. 

And  Abex  cast  metals  and  alloys  control  wear 
and  tear  in  machines  of  all  kinds. 

If  you're  having  a  problem  keeping  things  under 
control,  maybe  Abex  can  help.  Contact  Abex  Corpora- 
tion, 530  Fifth  Avenue,  New  York  10036. 


A  Member  Company  IC  Industries 


means  controls 


The  battle  against  the  shrinking  supply  of  fresh 
water  is  being  won  by  convening  ocean  water 
into  drinking  water.  A  typical  desalination  plant 
has  a  capacity  of  1,000,000  gallons  per  day. 
Future  plants  will  have  a  daily  capacity  of 
150,000,000  gallons! 

How  about  materials  for  these  plants?  To- 
day's desalination  plan  miles  of  cop- 
per alloy  tubing,  plus  vah  .  and  pumps 
made  from  other  copper  alio,  alloy  is 
specified  because  it  withstands  thec<  rrosive  tt- 
tacks  of  heated  salt  water  for  a  Ion;  , 

Asarco,  a  major  copper  producei ,  has  re- 

AMERICAN  SMELTING  AN 

120  BROADWAY,  NEW  YORK,  N.  Y.  10006 


cently  increased  its  smelting  and  refining  ca- 
pacity and  has  intensified  exploration  efforts  to 
find  new  deposits  of  copper.  Only  through  such 
long-range  planning  can  we  help  ensure  a  future 
supply  of  this  versatile  metal  for  tomorrow's  gi- 
gantic desalination  plants  and  for  thousands  of 
other  uses. 

Asarco  is  more  than  a  copper  producer. 
Through  capability  in  metals,  Asarco  offers  the 
most  diversified  line  of  enduring  materials  from 
a  single  source,  including  lead,  silver,  zinc,  gold, 
brass  and  bronze  alloys,  aluminum  alloys  and 
many  more. 

D  REFINING  COMPANY 


ASARCO 


wants  to  replace  its  fleet  and  has 
budgets  calling  for  S3  billion  a  year 
for  the  next  ten  years  to  go  into  new- 
ship  construction.  President  Nixon  has 
asked  Congress  for  $3.8  billion  over 
the  next  ten  years  to  help  build  30 
merchant  ships  a  year.  The  Great 
Lakes  ore-  and  grain-boat  fleet  is  old 
and  in  need  of  replacement. 

Litton  is  now  in  deep  in  shipbuild- 
ing. In  1961  it  acquired  Ingalls  Ship- 
building in  Pascagoula,  Miss,  for  $20 
million.  It  also  has  a  new  shipyard  at 
Erie,  Pa.,  paid  for  by  $9  million  in 
Pennsylvania  industrial  bonds  and  $1.5 
million  by  Litton.  Much  has  been 
written  on  Litton's  "shipyard  of  the 
future"  in  Pascagoula.  Despite  the 
Litton  hyperbole,  it  is  an  adaptation 
of  existing  Swedish  techniques  for 
moving  material  in  a  ship-production 
process.  The  first  ships  to  be  built  in 
the  yard  are  the  APL-Farrell  con- 
tainer ships — being  built  at  a  loss. 

But  to  really  fill  its  big  yard  for 
years  to  come,  Litton  wants  the 
Navj  's  contract  tor  30  new  destroyers, 
a  potential  S2-billion-plus  contract  in 
total  to  be  awarded  in  mid-January. 
Litton  people  already  assume  the 
contract  will  be  worth  far  more  than 
that  estimate;  also  the  contract  would 
provide  business  to  Litton's  Military 
Data  Systems  division,  which  would 
do  most  of  the  electronics. 

The  competition  is  Maine's  Bath 
Industries,  a  well-regarded  builder  of 
destroyers.  Bath  has  told  the  Navy 
that  if  it  wins  it  will  build  a  $65- 
million  expansion  to  its  existing  yard. 
The  State  of  Maine  is  guaranteeing 
credit  for  Bath  up  to  $32  million  of 
that  amount. 

Money  Men 

In  that  regard,  Bath  is  far  more 
courageous  than  Litton  Industries 
about  risking  its  own  money.  Litton's 
yard,  of  course,  cost  $130  million, 
all  of  it  financed  by  a  Mississippi 
bond  issue.  Litton  does  not  begin  to 
pay  the  $9-million-a-year  lease  on  the 
yard  until  1972.  But  it  got  $125  mil- 
lion ($5  million  was  underwriting 
costs)  the  day  (Nov.  19,  1967)  the 
bonds  were  sold  at  4.99%  and  has 
since  been  investing  the  unused  por- 
tion of  the  funds,  building  up  a  cush- 
ion against  the  lease  payments  in  ad- 
vance. For  Litton  is  nothing  if  not 
adept  at  handling  money  and  keep- 
ing itself  well  insulated  from  substan- 
tial risk. 

Tex  Thornton  talks  easily  of  hav- 
ing "put  millions  into  that  [yard], 
all  the  B&D,  all  die  new  concepts  of 
ship  designs.  The  kind  of  ships  that 
we  are  in  are  those  that  require  a  lot 
of  technology."  But  actually,  Litton 
spent  under  $3  million  of  its  own 
money    designing    the    shipyard    and 


Simplicity  Itself.  The  impression  of  building  blocks  on  the  model  of  Lit- 
ton's new  shipyard  is  accurate.  The  idea,  rhetoric  aside,  is  simple.  Build 
ships  in   sections,   then   put  the  pieces  together   in   a   floating   dry-dock. 


competing  for  the  Navy  contract  that 
made  the  shipyard  possible — the  still 
unfunded  fast-deployment  logistics 
ship,  Ajid  Thornton  well  knows  that 
those  ships  that  require  a  lot  of  tech- 
nology are  Navy  ships. 

Now  the  Navy  is  good  to  do  busi- 
ness with.  In  its  contract  for  a  new  as- 
sault ship  called  the  LHA,  for  example, 
Litton  has  a  stipulation  that  the  Navy 
reimburse  it  100%  for  all  expenses 
on  the  contract  over  the  first  48 
months  of  the  work.  And  Litton  bills 
the  Navy  weekly.  Litton's  cash  in- 
vestment is  therefore  limited  to  what 
is  in  the  pipeline  from  week  to  week. 
Normally  Litton  can  get  90%  progress 
billings  from  the  Navy  anyway.  Such 
terms  are  much  harder  to  come  by 
from  commercial  customers — but 
with  the  Navy  and  Mississippi  so  ben- 
evolent, does  Litton  really  want  such 
customers? 

A  Different  Tune 

Thus,  looked  at  up  close — rather 
than  through  a  glamorous  prism  of 
Litton   rhetoric — this   huge   company 


looks  a  good  deal  more  like  a  collec- 
tion of  nuts  and  bolts,  and  less  like  a 
marvelous  pattern  of  synergy. 

None  of  this  is  to  say  that  Litton 
is  a  bad  company.  Its  top  people  are 
able,  dedicated  and  shrewd.  Litton's 
trouble  is  that  it  has  oversold  itself. 
It  simply  never  was  worth  46  times 
earnings.  But  it  has  compounded  its 
problem  by  continuing  to  talk  as  if 
it  were. 

An  ex-Litton  man,  highly  success- 
ful on  his  own,  who  admits  he  owes 
much  to  what  he  learned  at  Litton, 
sums  it  all  up  very  well:  "The  trouble 
with  Litton  today  is  that  they  are 
singing  the  same  old  song  that  once 
was  very  popular.  But  they  forgot 
that  the  new  sounds  now  aren't  from 
the  Beatles,  but  from  Arlo  Guthrie." 

To  put  it  a  little  differently:  The 
age  of  the  magic  numbers,  of  blind 
faith  in  corporate  rhetoric,  is  over, 
and  the  time  has  returned  when  in- 
vestors are  going  to  ask  about  type* 
writers  and  machine  tools  and  frozen 
dinners  instead  of  simply  being  mes- 
merized by  earnings  curves.  ■ 
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TWILIGHT  ON  OLYMPUS 

Were  the  gods  slighted?  The  an- 
cient Greeks,  when  they  went 
about  their  business,  never  failed 
first  to  consult  the  sacred  oracle  at 
Delphi.  When  Litton  Industries 
went  into  Greece  in  1967  it  relied 
instead  on  its  own  sacred  cow,  sys- 
tems management.  With  unhappy 
results.  In  October,  2%  years 
after  it  set  out  on  a  program  of 
"nation-building"  in  Greece,  Lit- 
ton Industries'  contract  with  that 
country's  military  junta  govern- 
ment was  canceled. 

Litton  went  into  the  contract 
with  all  its  banners  flying.  It  set  up 
Litton  International  Development 
Corp.  in  1967,  soon  after  announc- 
ing that  other  nations  such  as  Por- 
tugal and  Turkey  wanted  its  ser- 
vices also.  "Litton  has  developed 
an  organization  that  can  do  more 
than  figure  out  defense  systems," 
boasted  President  Roy  Ash  in  1967. 
"What  we  are  attempting  in  Greece 
is  putting  together  the  think  and 
the  do." 

Litton  was  to  have  originated 
proposals  for  the  economic  devel- 
opment of  the  island  of  Crete  and 
the  Western  Peloponnesus,  15%  of 
Greece's  land  area  in  all.  Litton 
was  to  identify  investment  oppor- 
tunities, then  obtain  investors  and 
supervise  implementation  of  their 
investments.  Over  a  12-year  period 
Litton  envisioned  attracting  more 
than  $800  million  in  investments  in 
Greece,  $500  million  of  it  in  for- 
eign capital.  By  last  May,  Litton 
was  to  have  $60  million  worth  of 
investment  working.  This  just  did 
not  materialize. 

When  Forbes  visited  Greece  in 
July,  there  were  just  two  small 
projects  under  way.  These  were  a 
$3-million  brewery  being  built  by 
German  interests  and  a  $350,000 
electronic  components  plant  being 
built  by  Litton  itself.  Total  foreign 
capital  in  these  projects  amounted 
to  $1.65  million.  Litton  had  also  an- 
nounced two  other  projects,  to- 
gether worth  approximately  $8 
million,  that  were  in  the  process  of 
"being  implemented." 

"It  didn't  happen  as  fast  as 
we  would  have  liked,"  Jacques 
Warshauer,  Litton's  man  on  the  spot 
in  Athens,  admitted  in  July.  Lit- 
ton's people  today  blame  the  Greek 
government  for  not  following  up 
and  putting  the  infrastructure  in 
place  for  such  things  as  an  indus- 
trial   park    near    Heraklion,    Crete. 


Undoubtedly,  Greece's  traditional 
bureaucratic  inertia  had  a  lot  to  do 
with  the  failure  of  the  grand 
scheme.  But  it  would  seem  that 
Litton's  vaunted  systems  analyzers 
might  have  foreseen  at  least  some 
of  the  pitfalls. 

The  deal  to  begin  with  was  just 
the  type  Litton  likes:  cost-plus.  Lit- 
ton's costs  were  to  be  reimbursed 
to  a  maximum  of  almost  $11  mil- 
lion during  the  first  four  years  of 
the  contract,  $3.6  million  annually 
thereafter.  In  addition,  Litton  was 
to  get  an  11%  service  fee  on  these 
costs  as  profit,  plus  a  commission 
of  2.25%  on  all  equity  capital  and 
1.9%  to  2.25%  on  foreign  loan 
capital  which  it  secured.  Litton  had 
been  negotiating  the  development 
scheme  with  former  Greek  govern- 
ments back  to  1965  to  no  avail.  But 
when  the  colonels'  putsch  occurred 
in  1967,  Litton  went  right  back  in 
and  the  contract  was  signed  in 
24  days.  Litton  was  one  of  the 
first  outside  bodies,  government  or 
otherwise,  to  lend  legitimacy  to  the 
military  regime.  Litton  officers 
have  lauded  the  stability  of  the 
regime.  (They  did  not  indicate 
whether  the  colonels  make  the 
trains  run  on  time.) 

Litton  immediately  set  up  typi- 

Aristotle    On  ass  is 


cally  Littonesque  planning  pro- 
grams called  LIDO  (for  Litton  In- 
,  frastructure  Development  Optim- 
ization) and  LEO  (for  Litton 
Enterprise  Optimizer).  But  it's  a 
sure  bet  that  these  supposedly 
sophisticated  programs  did  not  pick 
the  unljkely  areas  of  Crete  and  the 
Western  Peloponnesus  for  develop- 
ment. Who  did?  Politicians  from 
Crete  did,  of  course.  They  hap- 
pened to  be  in  power  during  one 
phase  when  Litton  was  negotiating 
the  contract.  When  Western  Pelop- 
onnese  politicians  gained  some 
power  at  another  phase,  well,  they 
got  a  piece  of  the  pie  too. 

And  what  did  Litton's  systemic, 
advanced  technological  analysis 
come  up  with  in  the  way  of  ideas? 
Well,  for  Olympia,  home  of  the 
games,  and  its  archaeological  sites, 
Litton  proposed  an  "Olympic  Na- 
tional Park"  as  centeipiece  of  a 
$62-million  development  scheme. 
In  proposals  that  might  have  been 
a  satire  by  Evelyn  Waugh,  Litton 
envisaged  landscaping  the  archae- 
ological sites  and  sprucing  up  near- 
by villages  that  might  offend  the 
eye.  The  Olympic  scheme  was  never 
seriously  considered  by  the  Greeks, 
who  are  sensitive  about  their  clas- 
sical treasures. 

The  Greek  regime  now  has  had 
its  fling  with  Litton  and  is  nego- 
tiating for  development  schemes 
with  two  international  money  men 
who  at  least  have  the  advantage  of 
understanding  the  country  better 
than  Litton:  Aristotle  Onassis  and 
Stavros  Niarchos. 

What  made  Litton  think  it  could 
do  the  job  it  promised  to  do?  The 
answer  has  to  be  that  Litton  some- 
where along  the  line  believed  its 
own  propaganda  about  systems 
management.  In  falling  victim  to 
a  delusion,  the  company  was  helped 
by  fawning  articles  in  the  press  and 
equally  awe-struck  reports  from 
security  analysts. 

Under  its  self-delusion,  Litton 
saw  itself  in  Greece  "developing  a 
country."  The  Greeks  saw  it  differ- 
ently. One  businessman,  Michael 
Diallinas  of  Heraklion,  claims  he 
worked  on  a  deal  for  which  Litton 
took  credit  but  to  which  it  con- 
tributed exactly  nothing.  He  has 
this  to  say  of  Litton's  role  and  its 
departure:  "If  you  have  a  maid, 
she  makes  breakfast  for  you.  If  she 
leaves,  you  make  your  own.  Now, 
the  firms  just  deal  directly  with  the 
government."  So  who  needs  a  mid- 
dleman, anvhow? 
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the  Michelin  story 

In  1895,  Michelin  invented  the  first  pneumatic  tire  for  automobiles. 

Today,  for  modern  driving  Michelin  offers  you  the  REAL  Radial  — 
Michelin  Xf  the  steel-cord  belted  Radial  tire  that  gives  you  all 
these  high-performance  features:  shock  cushioning  abilities,  full  grip 
in  all  weather,  far  fewer  punctures,  long  tread  life  (at  least  twice  that 
of  regular  bias-ply  tires) .  Plus  gasoline  economy  (up  to  10% ) . 


Ask  your  Michelin  Tire  Dealer 

(you'll  find  him  in 

the  yellow  pages)  or  write  to: 

MICHELIN  TIRE  CORPORATION 

2500  Marcus  Avenue 

Lake  Success,  New  York  11040 
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Papa  and  the  General 

How  was  business  done  in  those  sad  and  happy  days  of  yore? 
At  its  best,  as  Genera/  Wood  of  Sears  did  with  Papa  Wyckoff. 


"I  took  it  up  with  General  Wood,  and 
lie  said  'Maybe.'  But  unbeknownst  to 
me  be  sent  a  colonel  who  was  con- 
nected with  him  in  the  Army  and  who 
spent  a  week  in  Stroudsburg  inquiring 
what  kind  of  a  boy  I  was.  Evidently 
lie  made  quite  a  good  report,  because 
the  General  called  and  said,  'Come  on 
out  and  see  me,  Wyckoff.'  I  had  my 
financial  statement,  and  he  said, 
'Wyckoff,  really  you're  not  worth  a 
nickel,  but  you  look  honest  to  me.  I 
think  I'll  send  you  S35,000  worth  of 
merchandise.' 


Flags  flew  at  half  mast  last  month  at 
over  800  Sears,  Roebuck  retail  stores, 
marking  the  death  of  that  genius 
among  American  retailers,  General 
Robert  E.  Wood.  It  was  he  who  trans- 
formed Sears  from  a  merely  successful 
mail-order  house  into  the  world's  most 
formidable  retail  machine,  and  in  the 
process  created  suburban  shopping  by 
accomodating  his  stores  to  the  age  ol 
the  automobile. 

The  flag  also  flew  at  half  mast  in  his 
honor  before  A.B.  Wyckoff  Inc..  a 
small,  quality  department  store  in  the 
little  eastern  Pennsylvania  city  of 
Stroudsburg — and  not  out  of  sheer 
sentiment:  Wyckoff  is  Sears'  last  re- 
maining agency  store,  offering  all  Sears 
merchandise  through  an  independent 
outlet.  It  became  so  through  a  gentle- 
men's agreement  reached  36  years  ago 
between  Ernst  H.  "Papa"  Wyckoff  Sr., 
now  81,  and  General  Wood.  Times 
changed  and  Sears  phased  out  its  once- 
large  chain  of  agency  stores,  but  Sears 
has  meticulously  honored  the  Wood- 
Wyckoff  handshake. 

Here's  how  Papa  Wyckoff  tells  the 
story:  "When  I  took  over  this  store 
here  in  1912,  our  volume  was  about 
$100,000.  I  built  it  up  to  $864,000 
when  the  Depression  came  on,  and  it 
dropped  my  volume  to  less  than  $400,- 
000.  1  was  45  and  broke.  Down- 
stairs I  had  quite  a  decent  little  base- 
ment, and  somebody  said,  'Maybe 
Sears  would  use  your  basement.' " 
(The  somebody  was  a  Stroudsburg 
boy  who  had  become  a  top  Sears  per- 
sonnel manager,  for  Stroudsburg  was 
fertile  retail  soil:  Sebastian  Kresge  was 
from  nearby,  and  Joseph  Newberry 
opened  his  first  store  there.) 

In  any  event,  says  Papa  Wyckoff, 


Wycfcoff's  still  proudly  displays  fhe  Sears  sign  beside  its  own. 


Wood 


"Actually  he  sent  me  $37,000  worth. 
And  he  said,  'I  think  it'll  be  a  fair  deal 
if  I  give  you  20%  every  month.  That 
will  sort  of  pay  your  expenses,  and  at 
the  end  of  the  year  we'll  divide  the 
profits.' "  The  tiny  agency  store 
opened  Nov.  9,  1933.  Last  year,  to- 
gether with  another  location  that  Sears 
allowed  Wyckoff  to  open  in  1937  in 
Newton,- N.J. ,  30-odd  miles  away,  it 
accounted  for  over  $6  million  in  Sears, 
Roebuck  sales. 

The   Power  to   Tax    .    .   . 

Behind  the  agency  arrangement, 
Papa  Wyckoff  explains,  was  General 
Wood's  concern  over  the  taxes  and 
laws  aimed  at  chain  stores  that  spread 
over  the  Midwest  during  the  Depres- 
sion: "The  General  said  to  me,  T  think 
it  might  be  wise  to  make  tieups  with 
some  independent  merchants,  and  it'll 
also  help  keep  our  volume  up.' "  At 
one  time  Sears  had  close  to  40  such 
agency  stores.  But  eventually,  after 
World  War  II,  Sears  decided  to  end 
its  agency  arrangements. 

Says  Wyckoff,  "I  called  the  General 
and  said,  'Oh,  dear.  May  I  come  and 
see  you?'  So  I  went  out,  and  he  said, 
'Wyckoff,  what  did  you  come  out  here 
for?'  I  said,  T  understand  that  this 
partnership  is  about  to  be  dissolved, 
and  I  hope  that  might  not  be  the  case.' 
He  said,  'Wyckoff,  I  want  you  to  un- 
derstand that  this  partnership  will 
never  be  dissolved  until  you  say  so. 
I  have  told  all  the  officers  of  the  com- 
pany, and  also  the  vice  president  of 
the  East,  and  he  understands.' 

"That  vice  president,  he  was  a  nice 
fellow,  but  he  didn't  like  this  dam 
arrangement,  see?  So  when  I  got  back, 
in  about  two  weeks  he  called  me  and 
said  'Wyckoff,  I  want  you  to  come 
down  and  have  dinner  with  me  with 
one  of  your  right-hand  men.'  Say,  boy, 
he  was  sweeter  than  peaches  and 
cream!  But  he  really  went  along  with 
us  in  wonderful  shape. 

"So  the  tieup  just  stands  on  this 
verbal  agreement.  But  the  officers  of 
Sears  know  that  it  is  to  continue  as  long 
as  I  live.  We  did  have  it  in  writing 
for  a  while.  But  when  they  kicked  out 
all  the  other  agency  stores,  our  ar- 
rangement was  to  stand  just  as  it  was. 
And  so  it  has." 

There  does  seem  to  exist  somewhere 
today  a  fine-print  document  commit- 
ting Sears  to  continue  the  Wyckoff 
agency  for  at  least  five  years.  It  is  the 
result  of  the  spanking  new  Sears  store, 
with  multiple-deck  parking  for  some 
400  cars,  that  A.B.  Wyckoff,  Inc.  built 
for  Sears  and  opened  last  July,  directly 
behind  its  own  store,  at  a  cost  of  over 
$2  million. 

All  that  on  a  handshake  of  nearly 
40  years  ago!  ■ 

FORBES,  DECEMBER  1,  1969 


Carte  Blanche  has  just 

checked  into  170  Sheraton 

Hotels  and  Motor  Inns. 


Now  your  Carte  Blanche  card  is 
honored  at  every  Sheraton  Hotel 
and  Motor  Inn— coast  to  coast  in  the 
U.S.,  Hawaii,  Canada,  Mexico  and 
overseas.  And  we're  delighted  that 
Carte  Blanche  has  become  a  "perma- 
nent guest''  at  Sheraton 

Sheraton  and  service  go  together. 
In  fact,  a  stay  at  a  Sheraton  is  almost 
a  "vacation  within  a  vacation"— with 
every  conceivable  comfort  close  at 


hand.  Next  time  you  travel,  enjoy  your- 
self at  a  Sheraton  Hotel  or  Motor  Inn 
When  we  say  we  give  you  more  than 
credit,  we  mean  it.  And  where  you 
stay  is  only  part  of  the  Carte  Blanche 
story.  For  example,  we're  honored  on 
virtually  every  airline  that  goes  any- 
where worth  going.  And  our  list  of 
restaurants  reads  like  a  "Who's 
Who."  (Tne  fact  is,  we're  the  only 
card  of  our  kind  endorsed  by  the 


National  Restaurant  Association.) 

So  why  not  check  out  Carte  Blanche 
before  you  check  in  for  your  next 
business  trip  or  vacation?  You'll  see 
there's  a  difference.  Just  pick  up  one 
of  our  very  recognizable  blue  and 
white  applications.  Or  write  us  at  3460 
Wilshire  Blvd.,  Los  Angeles,  California 
90054. 

See  what  it's  like  to  say  "Carte 
Blanche!"  instead  of  "Charge  it." 
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Food.  Shelter.  Clothing. 
Just  the  Basics. 


Today,  basics  like  these  are  the  luxuries  of  a  selected  few. 

In  a  few  short  years  they  can  be  almost  everyone's. 

You  don't  have  to  look  far  ahead  to  higher  wages  and  shorter 
working  hours. 

Getting  money  isn't  going  to  be  the  problem.  Taking  care  of  it  will. 

Right  now,  a  growing  corporation  is  working  to  solve  that  problem. 

CNA  Financial  Corporation.  The  51st  largest  corporation  in  the  country. 

Our  companies  offer  a  wide  variety  of  services  to  solve  any  number 
of  financial  problems. 

Mutual  funds  through  Tsai  Management  and  Research.  Personal 
loans  through  General  Finance.  Insurance  through  the  CNA/insurance 
companies.  Continental  Casualty  and  Continental  Assurance.  Purchase  and 
finance  of  new  homes  through  the  Larwin  Group  of  Companies.  Even  health 
,care  through  Kane  Financial. 

Those  are  our  basics.  And  it's  just  our  beginning. 

In  a  few  short  years,  when  practically  everyone  has  more  discretionary 
income,  we'll  be  experts  at  helping  people  take  care  of  their  money. 
And  we'll  have  more  than  the  basic  investment  services. 

From  insurance  policies  for  newborn  Americans  to  nursing  care 
for  the  aged.  From  investments 
to  new  homes  to  car  loans.  1-^— a  it\ 

We  make  money  work.  *   C/W\  FINRNCIRL  CORPORATION 

CONTINENTAL  (ENTER.  CHICAGO.  ILL. 

CNA  INSURANCE       CONTINENTAL  ASSURANCE      CNA  INVESTOR  SERVICES       CNA  REALTY      TSAI  MANAGEMENT  &  RESEARCH 

GENERAL  FINANCE       KANE  FINANCIAL      LARWIN  GROUP      CNA  NUCLEAR  LEASING 


Still  Rolling  Along 


You  hear  a  lot  about  the  problems  of  the  drug  industry.  Well,  Pfizer 
has  them,  too,  but  they  don't  seem  to  stop  its  determined  growth. 


Chas.  Pfizer  &  Co.  has  had  a  histo- 
ry of  turning  seeming  weaknesses  into 
strengths.  As  a  result  the  company's 
sales  over  the  past  20  years  have  in- 
creased fifteenfold  to  $820  million 
and  earnings  jumped  by  nearly  ten 
times  to  over  $70  million  in  1969. 

During  World  War  II  Pfizer  was 
largely  a  bulk  producer  of  chemicals, 
penicillin  and  vitamins.  Pfizer  sold 
these  items  to  other  companies  who 
packaged  and  marketed  them  under 
their  own  names.  After  the  war 
Pfizer's  then  vice  president,  John  E. 
McKeen,  a  chemical  engineer  with  a 
sales  bent,  decided  there  was  more 
money  in  selling  the  end  products. 
In  a  few  years  his  research  depart- 
ment came  up  with  Terramycin,  one 
form  of  the  wide-spectrum  antibiotic 
tetracycline. 

That  helped  sales  and  profits  but  it 
wasn't  enough  for  McKeen.  In  the 
early  Fifties  McKeen,  by  then  presi- 
dent, assigned  John  J.  Powers  Jr.,  head 
of  Pfizer's  legal  department,  to  organize 
international  operations.  Until  then 
Pfizer  merely  exported  to  various  coun- 
tries overseas.  Says  John  Powers,  now 
57  and  chief  executive  since  mid- 
1965,  "The  time  was  ripe  when  we 
moved  in.  The  foreign  drug  market 
was  completely  wide  open  and  wait- 
ing to  be  tapped."  And  tap  it  he  did. 

From  a  standing  start  in  the  early 
Fifties,  Pfizer  became  the  largest  U.S. 
drug  and  fine-chemicals  operation 
abroad.  Foreign  sales  will  account 
for  some  45%  of  Pfizer's  total  sales  this 
year  and  more  than  half  of  the  com- 
pany's profits.  By  far  the  single  most 
important  product  group  is  anti- 
biotics. Two-thirds  of  Pfizer's  highly 
profitable  $215-million  antibiotic 
sales  this  year  came  from  overseas 
areas.  And,  says  Powers,  "There  are 
still  many  parts  of  the  world,  Japan 
for  example,  that  are  a  long  way  from 
market  saturation." 

Japan,  in  fact,  has  become  Pfizer's 
largest  foreign  market,  supplanting 
the  United  Kingdom  last  year  with 
sales  of  well  over  $40  million.  In 
1968  Pfizer  increased  its  ownership 
of  Taito  Co.  Ltd.,  one  of  Japan's  larg- 
est pharmaceutical  companies,  to  80%. 

But  Pfizer  is  no  longer  virtually 
alone  overseas.  A  whole  host  of  U.S. 
and  foreign  drug  companies  are  vying 
for  a  share  of  the  $5-billion  mar- 
ket. Companies  like  Bristol-Myers  and 
American  Home,  among  others,  are 
determined  to  get  a  much  larger  foot- 
hold, even  if  it  means  cutting  prices. 

Powers    is    the   first   to   admit    that 


Drugs  Abroad:  Still  lucrative. 

competition  has  become  much  more 
intense,  but  he  feels  that  Pfizer  has 
some  pluses  going  for  it:  "We  used 
every  penny  of  our  retained  earnings 
to  build  up  a  vast  overseas  network 
which  is  all  in  and  paid  for.  Now 
you  have  to  repatriate  foreign  earn- 
ings because  of  our  balance-of-pay- 
ments  problems.  So  latecomers  have 
to  borrow  money,  and  therefore  they 
will  have  to  be  fairly  certain  the  re- 
turns are  there." 

Powers  also  points  out  that  he  is 
now  moving  abroad,  in  a  big  way, 
through  his  non-pharmaceutical  op- 
erations. In  recent  years  Pfizer  ex- 
panded its  agricultural  chemical  and 
specialty  chemical  operations  like  re- 
fractories and  detergent  enzyme  busi- 
ness in  Latin  America.  Early  in  1970 
its  Coty  toiletries  and  cosmetics  divi- 
sion, now  $70  million  in  sales,  will 
begin  a  big  marketing  push  for  the 
first  time.  Says  Powers,  "We  don't 
move  abroad  until  we  have  established 
a  strong  base  in  a  division  at  home." 

Powers  had  plenty  of  problems 
with  Coty  at  first.  Says  Powers:  "We 
thought  all  we  had  to  do  was  move 
fast  and  use  a  blitz  new-product-and- 
marketing  approach.  It  worked  for  a 
while,  but  we  didn't  have  enough 
sophistication  for  this  market.  So  we 
went  outside  and  got  knowledgeable 
people  in  the  marketing  area."  Last 
year,  for  the  first  time  since  being 
acquired,  Coty  was  solidly  in  the 
black.  Now  masses  of  new  products 
are  being  ground  out:  Elan  fragrance, 
Topless  lipstick,  Black  Belt,  a  line  of 
men's  toiletries.  Hai  Karate  after- 
shave products  brought  out  in  1967 
by   another   consumer   products    divi- 


sion, Leeming/Pacquin,  already  has 
captured  a  10%  share  of  the  $150- 
million  men's  toiletries  market. 

Pfizer's  pharmaceuticals  division, 
too,  is  thriving.  Dr.  Gerald  Laubach, 
43,  who  runs  it,  was  largely  respon- 
sible for  developing  new  antibiotics 
as  the  patents  of  Terramycin  expired 
in  mid-1967. 

Laubach's  labs  came  up  with  two 
antibiQtics.  The  first,  Rondomycin, 
was  introduced  in  late  1966.  A  year 
later  Vibramycin  got  Food  &  Drug 
Administration  approval.  Says  Powers: 
"We  didn't  expect  the  second  to  come 
along  so  fast.  We  had  to  decide  which 
one  we  wanted  to  market.  We  chose 
Vibramycin  because  we  felt  it  had  a 
better  all  around  profile."  So  Ron- 
domycin was  sold  to  Carter-Wallace 
under  a  licensing  agreement. 

Vibramycin  has  been  extremely  suc- 
cessful. Sales,  worldwide,  may  reach 
$40  million  in  just  over  two  years,  and 
Pfizer  expects  to  go  into  Japan,  a  po- 
tential $20-million  market,  next  year. 
Meanwhile,  Terramycin  is  holding  up 
fairly  well.  True,  profit  margins  are 
lower,  but  sales  volume  is  up  about 
4%  to  5%  over  1968.  It  is  still  Pfizer's 
single  largest  product  with  about  $80 
million  in  worldwide  sales. 

Powers  still  has  had  problems; 
Pfizer's  long-standing  price-fixing 
treble-damage  suit  for  $41  million  is 
still  to  be  settled;  the  bulk  vitamin 
business,  in  vitamins  A  and  B,  is  in  a 
heavy  overproduction;  Pfizer  has 
been  hurt  by  the  ban  on  cyclamates; 
several  products  like  Renese  (a  diu- 
retic), Limitts  dietary  cookies  and  a 
hop  extract  for  the  beer  industry  are 
meeting  resistance. 

But  you  can't  run  a  big  and  grow- 
ing business  without  having  problems, 
and  Pfizer's  problems  are  not  nearly 
as  big  as  its  opportunities. 

Says  Powers:  "Our  strong  chemicals 
base  gives  us  an  ample  platform  for 
future  growth.  What  we  try  to  do  is 
blend  that  with  our  marketing  and 
technological  skills."  In  Pfizer's  blue- 
print, acquisitions  will  only  be  made 
to  acquire  a  technology  they  don't 
possess.  That's  one  reason  it  bought 
the  Quigley  Co.,  a  refractory  maker, 
last  year.  Powers  also  feels  that  his 
rare  materials  division  (10%  of  sales), 
which  has  an  oxide  chemicals  base, 
could  turn  out  to  be  a  big  division 
during  the  next  decade  though  it  adds 
little  to  earnings  now. 

Pfizer's  16%-17%  return  on  equity 
doesn't  look  very  impressive  compared 
with  competitors  who  are  over  20% 
and  25%.  But  growth  counts,  too,  and 
Pfizer  has  that  in  spades.  With  nearly 
$80  million  in  cash  in  the  till  and  only 
$35  million  in  long-term  debt,  Pfizer 
is  going  to  have  no  trouble  financing 
a  lot  more  growth.  ■ 
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#  North  American  Philips 
discovers  the  vast  rewards  of 
opening  doors  for  ladies. 


Mighty  corporations  don't  neces 
sarily  confine  themselves  to  Olympian 
problems.  Our  corporate  philosophy 
at  North  American  Philips  is  simply  to 
find  out  what  people  want  but  don't 
have,  then  figure  out  if  we  can  fill  the 
need  profitably. 

If  the  market  is  important,  so  is  the 
problem  and  the  product  that  solves  it. 

Hence  the  Genie"'  Automatic  Garage  Door 
Opener  system  by  Alliance  Manufacturing.  It  will  open 
and  close  your  garage  for  you,  and  turn  the  lights  on  or 
off,  while  you  stay  snug,  safe  and  dry  in  your  car.  It's  all 
done  with  a  solid-state  radio  control  device. 

Only  a  convenience,  certainly,  but  such  a  great 
convenience  that  husbands  give  them  to  their  wives  for 
Christmas.  One  wife  so  honored  said  her  Genie  made  her 
feel  more  like  a  lady  than  any  appliance  she  ever  had. 
No  wonder  people  buy  more  Genie  automatics  than  any 
other  kind. 

One  good  thing  after  another 

Alliance  Manufacturing  Company  is  a  wholly- 
owned  subsidiary  of  North  American  Philips  Corpora- 
tion. We  early  recognized  the  value  of  the  divine  unrest 
that  inspires  the  men  at  Alliance  Manufacturing,  and 
gave  them  the  freest  possible  rein. 

When  they  went  into  the  business  of  opening  ga- 
rage doors,  they  did  it  with  characteristic  gusto.  Now  they 
make  more  different  kinds  of  garage  door  openers  than 
any  other  firm.  And  they  are  the  sales  leader  in  their 
"field  by  a  wide  margin. 

Alliance  Manufacturing  has  piled  one  success 
upon  another  by  doing  small  things  supremely  well.  Their 
fractional  horsepower  motors,  fine  as  watches,  have 
earned  great  prestige  in  hi-fi  phonograph  applications. 
Then  they  introduced  the  Tenna-Rotor®,  a  unique  antenna- 
rotating  device  that  lets  you  aim  your  rooftop  TV  or  FM 
antenna  toward  the  strongest  signal. 


Mighty  oaks  indeed  from  improb- 
able acorns.  But  it  proves  that  we  are 
right  to  cultivate  autonomy  in  our  mem- 
ber companies.  At  North  American  Philips 
we  see  ourselves  as  professional  genera I- 
ists,  with  the  advantage  of  a  broad  objec- 
tivity. The  entrepreneurs  leading  ourdivisions 
and  subsidiaries  are  professional  specialists, 
with  the  means  to  implementtheir  en- 
thusiasms. The  guidance  we  give  them  is 
relative  and  personal  rather  than  abso- 
ute  and  mechanical.  We  want  them  to 
make  a  profit,  but  we  want  them  to  do  it  their  way. 
Many  of  our  member  companies  have  become 
leaders  in  their  fields,  each  by  doing  its  own  thing  its  own 
way.  Ferroxcube  memory  systems,  Dialight  miniature  in- 
dicator lights  for  data  processing  equipment,  Advance 
Transformer  ballasts  for  fluorescent  lamps  — none  is  a 
household  word,  but  each  is  first  in  sales  in  its  own  field. 

One  limitation 

We  do  big  things,  too.  We  revolutionized  tape  re- 
cording in  America  by  introducing  the  cassette.  We  in- 
troduced a  motion  picture  projector  so  extraordinary  it 
won  an  Academy  Award;  and  a  way  to  show  surgeons 
the  action  of  a  living  heart  on  television.  And  we  are 
working  on  a  computerized  system  for  the  Federal  Avia- 
tion Administration  that  will  collect  and  distribute  weath- 
er information  supplied  by  9,000  stations  in  the  Western 
Hemisphere. 

Whether  we  do  big  things  or  small,  we  limit  our- 
selves to  the  things  we  know  we  do  well.  We  concentrate 
in  four  areas:  electrical/electronic,  chemical/pharma- 
ceutical, professional  equipment,  and  consumer  products 
and  services.  All  fields  with  outstanding  growth  rates. 

If  any  of  this  sounds  interesting  to  you  as  an  in- 
vestor, send  for  our  Annual  Report.  Write  to  Department 
K,  North  American  Philips  Corporation,  100  East  42nd 
Street,  New  York,  New  York  1 001 7. 


North  American  Philips  Corporation 

Advance  Transformer  •  Alliance  Manufacturing  •  American  Aniline  Products  *  Amperex  Electronics  •  Anchor  Brush  *  Anchor  Serum  •  Business  Products  Division  •  Carolina  Coach 

ChappeH  &  Co.  *  Chicago  Magnet  Wire  *  Digitronics  Corporation  •  Dialight  Division  •  Dubbings  Electronics  •  Electrical  Industries  *  Ferroxcube  Corporation 

The  A.  W.  Haydon  Company  •  Home  Appliance  Division  •  Home  Entertainment  Products  Division  •  Invac  Division  •  Kulka  Electric  •  Medical  Systems  Division  •  Mepco  Inc. 

Mercury  Records  *  Ohmite  •  Philips  Broadcast  Equipment  Corp.  •  Philips  Electronic  Instruments  •  Philips  Elmet  •  Philips  Laboratories  •  Philips  Roxane  Laboratories 

Price  Electric  Company  •  Radiant  Lamp  •  Herman  H.  Smith,  Inc.  •  Thompson-Hayward  Chemical  *  Training  and  Education  Systems 
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Escape  Clause 


Realtor  Philip  Levin  had  reason  to  regret  his  deal  with  Conglomerator  Charles  B/uhdorn. 
Unlike  most  Gulf  &   Western  stockholders,  however,  Levin  came  out  pretty  well. 


Sixty-year-old  New  Jersey-based 
realtor  Philip  J.  Levin  was  happily 
licking  his  wounds  and  counting  his 
cash  in  early  1968  after  selling  out 
his  shares  in  M-G-M  to  Time  Inc.  and 
the  Bronfman  family.  He  had  lost  his 
fight  to  take  over  M-G-M — but  had 
made  profits  of  more  than  $20  million. 

A  short  while  later,  over  breakfast 
at  New  York's  Hampshire  House, 
Levin  was  discussing  real  estate  with 
Charles  G.  Bluhdorn,  of  $1.3-biliion 
Gulf  &  Western   Industries. 

"I  expressed  that  I  thought  it  was 
a  mistake  that  a  great  many  cor- 
porations treat  their  real  estate  de- 
partments like  stepchildren,"  Levin 
recalls  now.  "This  is  something  that 
can  earn  a  lot  of  money,  seven  days 
a  week,  night  and  day,  while  you're 
sleeping.  It  runs  365  days  a  year." 
Thus  began  an  adventure  that,  so  far, 
has  cost  Levin  about  $14  million. 

"If  there's  one  thing  Charlie  be- 
lieves in,"  continues  Levin,  "it's  in- 
flation. He  has  a  European  back- 
ground. [Bluhdorn  was  born  in  Aus- 
tria.] He  said  that  he  would  like 
to  have  a  real  estate  department,  but 
he'd  never  bumped  into  anyone  with 
the  over-all  expertise  on  everything 
that  went  into  C&W's  realty,  which 
amounted  to  over  $1  billion."  Bluh- 
dorn then  offered  the  job  of  oversee- 
ing G&W's  holdings  to  Levin. 


Philip  Levin  (above)  lost  a  pot- 
ful  of  money  going  along  w  th 
Charlie  Bluhdorn  (right),  bui 
he  says  they're  still  friends. 
Levin  will  continue  to  sit 
on     Gulf     &     Western's     board. 


"I  said  I  wouldn't  take  it  unless 
I  was  a  stockholder  of  s  .me  size," 
says  Levin.  "I  wasn't  interested  in 
working  on  a  salary. 

"Bluhdorn  told  me  he  couldn't  sell 
me  any  stock  from  the  treasury,"  he 
adds,  "so  we  made  an  arrangement. 
I  bought  the  stock  on  the  open  mar- 
ket and  became  president  of  a  newly 
formed  subsidiary,  Gulf  &  Western 
Industries  Bealty."  In  April  1968, 
conglomerates  still  were  in  market 
favor  and  Levin  paid  around  $46  a 
share  for  455,900  shares  of  G&W,  be- 
coming the  second-largest  stockholder 
after  Bluhdorn. 

Almost  immediately  the  deal  slowly 
began  turning  sour.  G&W  stock  began 
going  down — from  46  to  20 — so  that 
between  the  time  Levin  bought  it 
and  last  September,  Levin's  stock  lost 
about  $14  million  in  market  value. 
That  hardly  made  for  a  harmonious 
relationship,  and  Levin  found  out  that 
he  really  didn't  like  Bluhdorn  as  a 
partner. 

"Frankly,  there  wasn't  glamour  for 
Bluhdorn  in  the  nuts  and  bolts  and 
forge  buildings  [one  of  G&W  Bealty's 
projects],"  says  Levin.  "Gulf  &  West- 
ern's whole  operation  had  been  not 
having  real  estate,  since  depreciation 
was  a  dilution  of  earnings.  Wall  Street 
wouldn't  give  credit  to  a  manufactur- 
ing company  for  cash  flow,  whereas 
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they  would  to  a  real  estate  company. 

"If  a  company  is  not  oriented  to 
real  estate,"  says  Levin  in  retrospect, 
"you  just  have  to  forget  it.  It's  a  dif- 
ferent type  of  animal.  There  came  a 
point  when  Gulf  &  Western's  man- 
agement had  to  make  commitments 
in'volving  millions  of  dollars  for  real 
estate.  At  this  point,  not  being  real- 
estate-minded,  they  became  reluctant 
to  commit  large  sums  of  money.  We 
were  sort  of  at  a  Mexican  standoff." 
Meanwhile,  tied  up  in  G&W,  Levin 
was  neglecting  his  larger  New  Jersey 
holdings.  "It  just  didn't  make  sense 
for  me  to  stay  in  New  York  with  a 
large  overhead  and  a  large  operation 
in  New  Jersey,"  Levin  says.  Afraid  of 
conflict-of-interest  charges  because  he 
was  running  privately  held  and  pub- 
licly held  real  estate  businesses  si- 
multaneously, Levin  asked  Bluhdorn 
for  a  way  out.  "He  said  to  me,"  says 
Levin,  "  'We  don't  understand  your 
field  anymore  than  you  do  ours.' " 
They  agreed  to  part  company. 

Last  June,  Gulf  &  Western  spun 
off  its  realty  operation  into  G&W 
Land  and  Development,  one  share 
for  each  20  shares  of  G&W  Indus- 
tries. Into  it  went  two  major  race 
tracks  near  Chicago,  Arlington  Park 
and  Washington  Park,  and  other 
Gulf  &  Western  properties  worth 
more  than  $60  million.  This  fall 
Levin  asked  G&W's  board  to  let 
him  swap  his  595,000  shares  and 
100,000  warrants  of  G&W  for  900,000 
common  shares  of  Gulf  &  Western 
Land  and  Development  and  $2.3 
million.  After  a  9/2-hour  meeting,  the 
longest  in  the  company's  history,  the 
board  agreed  to  a  stock  swap.  That 
would  give  Levin  30%  of  G&W  Land, 
public  stockholders  29%,  and  G&W  41%. 

The  board  also  agreed,  depending 
on  appraisal,  to  allow  Levin  to  sell 
approximately  $35  million  of  his  pri- 
vate land  holdings  to  G&W  Land  and 
Development.  When  the  deal  is  com- 
pleted, Levin  will  own  a  majority 
interest  of  G&W  Land.  Once  again  he 
has  his  independence  and  he  has 
made  his  private  holdings  public. 

Right  now,  Levin  has  bought  a 
large  block  of  Long  Island's  (N.Y.) 
Roosevelt  Raceway.  He  plans  to  ex- 
pand G&W  Land  in  a  big  way  and  he 
is  not  unaware  that  today's  stock  mar- 
ket looks  more  kindly  on  land  com- 
panies than  it  does  on  hodgepodge 
conglomerates.  You  might  say,  in  fact, 
that  Levin  stands  a  good  chance  to 
come  out  with  a  whole  skin.  ■ 
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A  man  has  at  least  a  few  moments  a  day 
to  feel  as  though  he  owned  the  world. 


No  matter  how  frantic  the  pace  of  any  day,  a 
man  can  always  look  forward  to  that  quiet,  twilight 
time  when  he  is  surrounded  by  the  things  he  likes  and 
the  people  he  loves. 

Then  he  can  quietly  sit  over  a  fine  Scotch  to  relax 
and  reflect  on  what's  past,  and  what's  to  come. 
Haig  &  Haig  Pinch  is  the  Scotch  for  such  moments. 
Every  golden,  unhurried  drop  is  aged  12  years 
or  more. 

Haig  &  Haig  Pinch.  It  isn't  an  extravagance,  if  it 
can  make  the  world  yours. 


"** 


si 


HAIG  &  HAIG  PINCH.  1 2  YEARS  OLD 
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Blindfold  your  secretary 

and  find  out  if  the 

towels  you're  using 

are  as  soft  as 

Fort  Howard's. 


The  softer  the  towel,  the  better 

the  quality.  Today  all  quality 

towels  have  good  absorbency 

and  wet  strength.  The 

difference  between  good 

quality  towels  and  top  quality 

towels  is  softness. 

Softness  is  a  personal 
thing.  There  are  laboratory 
tests  to  tell  you  which  is 
the  softer  towel. 

But  laboratories  don't  use 
towels,  people  do.  And  they 
use  softer  towels  longer. 
\  a  So  they  use  less. 

And  when  it  comes  to  softness  our  Palmer  Handi- 


fold"  towel  is  the  softest  C-fold  towel  you  can  buy. 
Test  it  yourself.  Blindfold  your  secretary.  Then 
give  her  a  Palmer8  Handifold8  towel  and 
one  of  the  towels  you're  now  using. 
Ask  her  to  rub  them  between  her 
fingers  and  tell  you  which  one's 
softer.  She'll  probably  choose  the 
Fort  Howard  towel. 
Need  a  blindfold?  Write  us  on 
your  business  letterhead  and  we'll 
send  one  of  our  men  over  with  a 
"Softness  is  a  Personal  Thing"  test  kit. 
It  contains  a  blindfold  and  a  sample  of 
Palmer*  Handifold*  towels.  Everything 
you  need  to  make  the  test. 
Except  the  secretary. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


Add  the  figures  and  you've  got  well  over  $2  billion.  That's  how  much  business  we're  doing  annually 
through  making  a  business  of  building  our  businesses.  Which  means  that  in  just  26  years  we've  grown 
from  nothing  to  one  of  America's  sales  leaders.  And  we're  still  growing.  Because  we're  still  building. 


TENNECO  INC. 


TENNECO  CHEMICALS,  INC.   •  TENNESSEE  GAS  TRANSMISSION  CO.   •    TENNECO  OIL  CO.   •   PACKAGING  CORPORATION  OF  AMERICA 
KERN  COUNTY  LAND  CO.    •   J.  I.  CASE  CO.   •   WALKER  MANUFACTURING  CO.   •   NEWPORT  NEWS  SHIPBUILDING  AND  DRY  DOCK  CO. 


The  World  of  Peter  Comstock 


Keeping  Pace 
With  the  Past 


or 


How  To  Be  Happy 
Without  Growing  Much 


Thebe  are  two  ways  of  doing  business. 
One  is  the  febrile  freneticism  familiar 
to  most  American  businessmen,  the 
other  is  the  pleasant  pace  of  Peter 
Comstock.  52.  chairman  of  two  near- 
monopolies:  one  declining,  one  flour- 
ishing, both  quite  small. 

Comstock  didn't  just  inherit  an  in- 
dustry, he  inherited  a  way  of  life.  The 
comfortable  old  family  home  high 
above  Essex  harbor,  a  pleasant  moor- 
ing on  the  Connecticut  River  (some 
40  miles  northeast  of  New  Haven),  is 
about  a  mile  from  Chairman  Corn- 
stock's  office  at  the  Pratt.  Read  Co. 
factor)  in  [voryton. 

His  company's  story  is  as  old  as  the 
ivory  trade,  as  clever  as  18th  century 
Yankee  ingenuity,  and  as  pleasant  as 

New  England's  conservative  values 
can  allow  And  neither  its  pace  noi- 
some of  its  basic  products  has  changed 

great!)  in  150  years. 

"Ivory  was  originally  used  as  ballast 
in  the  old  sailing  ships  and  dumped 
here.''  Comstock  relates.  "Local  resi- 
dents, including  great-great-grand- 
father  Samuel  Menitt  Comstock.  were 
not  men  to  waste  resources.  So  they 
found  uses  for  the  ivoiv 

In  1798  Phineas  Pratt  opened  a 
small  Ivor}  workshop  close  to  the  site 
ol  the  existing  factory,  Eleven  years 
later  his  neighbor,  George  Reed, 
dammed  a  nearbv  stream  and  con- 
structed a  vvatei  wheel  to  power  Pratt's 
ivory-cut  ting  and  turning  tools — and 
a  partnership  was  born.  A  full  126 
years  later,  in  1937.  [vorytons  only 
slightlv  less  venerable  Comstock. 
Clienev  I  o  merged  into  Pratt,  Read. 
t  year  Pratt.  Head  and  its  $12  mil- 
lion or  so  in  sales  became  part  ol  the 
small— $19  million  in  sales — Vocaline 
oJ    America. 

Beads,  bracelets,  turnings,  screws, 
guitar  nuts  and  fancy  inlays  soon  were 
being  manufactured  by  the  gross. 
.Ivory  collar  studs  have  gone  the  way 
of  separate  collars,  but  generations  of 
businessmen  did  spend  many  an  early 
morning  on  their  knees  seeking  a 
Pratt,  Read  stud  that  had  just  rolled 
under  the  bed. 

Cigar  and  cigarette  holders,  domi- 
noes, dice,  toothpicks  and  cribbage- 
board  pegs  were  ivory  in  a  period 
when  horsehair  was  a  furniture  fabric 
and  cooking  pots  were  cast  iron.  The 
U.S.  Congress  opened  its  mails  with 
Pratt,  Read  and  Comstock,  Cheney 
ivory  letter  openers,  and,  up  to  sur- 
prisingly recent  times,  generations  of 
children  came  to  know  the  tortures  of 
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Ivory.  Trinkets  and  piano 
keys,  elephant  tusks  em- 
bedded with  musket  balls 
and  spearheads,  fme-toothed 
combs  and  "everlasting" 
toothpicks— all  these  links 
with  days  gone  by  are 
on  display  in  Pratt,  Read's 
Ivoryton,  Conn,  factory  show- 
case.    The     display     includes 


ivory  "nit"  combs.  (In  an  almost 
totally  sanitized  era,  "nits"  have  been 
relegated  to  the  dictionary. ) 

Ry  the  1830s,  American  families 
were  affluent  enough  to  want  pianos 
— and  Pratt,  Read  at  first  produced 
ivory  veneers  for  the  keys.  The  flexible 
men  of  Ivoryton  felt  there  was  no  rea- 
son to  limit  their  line,  however,  and 
soon   began   manufacturing  the  entire 


Comstock  of  Pratf,  Read 

key,  and  subsequently  keyboards.  To- 
day Pratt,  Read's  keyboard  is  part  of 
more  than  80%  of  all  American-made 
pianos  and  organs.  Electronic  organs 
have  led  Pratt,  Read  into  electronic 
component  assembly  and  circuitry  de- 
sign; centuries  of  Pratt,  Read  wood- 
working spawned  laminated  rotor 
blades,  for  helicopters,  and  furniture. 


Pratt,  Read  has  plants,  too,  in  South 
Carolina  and  Florida,  but  the  head- 
quarters remain  nestled  in  Ivoryton 
where  everyone  knows  everyone  on  a 
first-name  basis.  And  the  ivory  end  of 
the  business  has  refused  to  disappear 
completely. 

"Only  about  500  of  our  100,000 
keyboards  a  year  have  ivory  veneers." 
said  Comstock,  "but  there  seems  to  be 
a  renewed  interest  in  ivory  among  the 
more  affluent."  The  last  shipment  of 
tusks  to  Connecticut  was  in  the  1950s. 
Pratt,  Read  now  imports  the  ready- 
cut  veneers  from  England. 

Ivory's  rich  patina  allows  ornamen- 
tal work  of  quality  which,  though  it 
could  easily  be  reproduced  in  plastic, 
looks  cheap  and  gaudy  in  synthetic 
materials.  Still,  price  will  tell,  and  real 
ivory  is  limited  today  to  a  few  luxury 
products.  To  provide  the  millions  of 
dollars  worth  of  tusks  needed  for 
Ivoryton  between  1860  and  1935 
alone  meant  slaughtering  more  than 
100,000  elephants.  Today,  a  few  hun- 
dred elephants  a  year  provide  all  the 
ivory  the  world  wants.  Durable  plastic 
finishes  for  piano  keys  at  least  keep 
the  conservationists — and  the  ele- 
phants— happy.  And  while  Pratt, 
Read's  business  doesn't  entirely  look 
after  itself,  Peter  Comstock  often 
happily   yields   to   the   temptation   to 


Studs.  This  buttondown  age 
has  eliminated  the  studs  of 
yesteryear  required  for  de- 
tachable     starched      collars. 


hoist  sail  out  of  tranquil  Essex  harbor. 
This  year's  sailing  included  Cowes 
Week — competitive  sailing  around 
England's  Isle  of  Wight.  And  it  was 
only  a  couple  of  years  ago  that  Com- 
stock took  a  month  off  as  one  of  a  six- 
man  crew  that  sailed  a  44-foot  sloop 
2,750  miles  across  the  Atlantic.  The 
historical  note  was  that  the  trip  fol- 
lowed one  leg  of  the  18th  century 
"triangle"  trade — Africa  to  the  Carib- 
bean to  New  England — that  was 
responsible  for  dumping  ivory  at 
Essex  in  the  first  place.  ■ 


NOISE  ABATEMENT 

by  controlling  sound  transmission 


New  Product  Researched  and  Tested 
To  Quaker  State  Quality  Standards 


QUAKER  STATE  OIL  REFINING  CORPORATION 
OIL  CITY,  PENNSYLVANIA  16301 


Sir 
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STEREO  CABINETS^  BEDROOM  FURNITURE 
WKNMENT  EWONKS^  INDUSTRIAL  BiGIROHiCS 


MPLIFIEKS  g  5PEAKHSS^MU,5IC/IL1MSTRUMEWTS 

COLOKTV^  ^E.iiTE6omM0MSCAT!OHS  SYS 


AC 


•••^ 


The  Magnavox  theory  of  relativity  isn't  complicated. 

It's  simple  logic. 

The  more  closely  related  businesses  are,  the  more  readily 
management  skills  and  techniques  can  be  shared.  Then 
growth  becomes  a  surer  and  safer  venture. 

A  few  examples: 

Our  experience  in  making  the  cabinetry  for  5°' 
stereo  and  TV  introduced  us  to  the  home  <°° 

furnishings  business.  Now  subsidiaries,  like         300 
Baker,  make  some  of  the  world's  finest  furniture. 

Producing  instruments  that  play  for  people  *» 
Hike  stereo  phonographs)  made  us  a  natural-  ,00 
for  producing  instruments  that  people  play 


(like  clarinets  and  French  horns).  So  we  now  own  Selmer,  the 
leading  band  instrument  company  in  the  nation. 

And  making  communications  systems  for  the  Navy  helped 
put  us  into  facsimile  equipment  and  electronics  for  industry. 
But  any  business  theory  is  only  as  good  as 
its  results. 

Our  return  on  stockholders'  equity  puts  us 
">  in  the  top  ten  of  all  major  United  States 
3o  corporations.  And  over  the  last  ten  years  our  net 
°  profit  is  up  1,635  percent. 

Facts  like  that  lead  us  to  one  more  theory. 
A  company  with  a  past  record  as  impressive 
as  ours  can  look  forward  to  a  great  future. 
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Magnavo 


'We  Gave  at  the  Office... 
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Amidst  increasing  talk  of  the  social  responsibilities  of 
corporations,  corporate  giving  has  failed  to  increase  as  a 
percentage  of  earnings.  But  the  pressures  are  mounting. 


If  any  of  the  400  corporate  executives 
at  last  month's  meeting  of  business' 
Council  for  Financial  Aid  to  Educa- 
tion expected  to  be  praised  for  their 
generosity,  they  were  sorely  disap- 
pointed. Roger  M.  Blough,  former 
chief  executive  of  U.S.  Steel  Corp., 
put  it  this  way  when  he  summed  up 
the  day-long  session:  Business  must 
increase  its  contribution  to  educa- 
tion "10%  a  year  for  the  next  ten 
years.  I  do  not  believe  it  can  do  any 
less." 

Of  course  there  is  a  tradition  of 
businessmen  supporting  education.  In 
the  past  ten  years  corporations  have 


Andrew  Heiskell,  chairman  of  Time 
Inc.  and  a  leader  of  the  National 
Urban  Coalition,  wants  corporations 
to  give  "one-third  of  their  current 
contributions"  to  projects  in  blighted 
urban  areas.  Which  means  one  of 
two  things:  Either  education  gets 
less,  or  over-all  corporate  contributing 
must  rise  sharply. 

Education  will  suffer  badly  if  it 
gets  less.  Take  private  education. 
Howard  R.  Bowen,  chairman  of  the 
Department  of  Economics  at  Clare- 
mont  Graduate  School  in  California, 
calculates  that  expenditures  for  higher 
education  will  double  from  $20.4  bil- 


donated  an  estimated  $2.6  billion 
to  higher  education.  All  told,  during 
this  period,  corporate  charitable  con- 
tributions have  totaled  roughly  $7.5 
billion. 

"Gimme" 

But  the  competition  for  the  cor- 
porate philanthropic  dollar  is  getting 
more  intense  these  days.  Blough 
wants  business  to  increase  its  contri- 
bution to  education.  C.  Douglas  Dil- 
lon, former  Secretary  of  the  Treasury 
and  the  chairman  of  the  Business- 
Committee  for  the  Arts,  wants  busi- 
ness to  give  10%  of  its  donations  to 
culture  (as  opposed  to  education  and 
charity),  not  just  the  5%  it  gives  now. 


lion  currently  to  $39  billion  by  1981 
(without  allowing  for  inflation).  Total 
charitable  donations  to  higher  educa- 
tion must  increase  from  $1.7  billion 
to  $2.7  billion,  says  Bowen. 

But  where's  the  money  coming 
from?  How  much  of  profits  should  a 
corporation  give  away?  How  much 
can  it  afford  to  give  away?  About  0.6% 
of  its  pretax  profit  as  du  Pont  does? 
Or  5%  as  Cummins  Engine  does?  And 
what  should  it  give  the  money  to — 
higher  education,  culture  or  urban 
problems?  Cancer,  heart  disease  or 
leukemia?  Or  any  number  of  other 
organizations,  such  as  Planned  Parent- 
hood (Xerox),  Hoy  Scouts  of  Amer- 
ica (International  Business  Machines) 


or  the  Salvation   Army    (U.S.   Steel)? 

"If  corporations  gave  to  every 
worthwhile  cause,  they  would  easily 
exhaust  the  source  of  their  funds," 
says  William  F.  May,  chairman  of  the 
American  Can  Co.  Deciding  who  to 
give  to,  says  May,  requires  "the  wis- 
dom of  Solomon." 

Charles  B.  McCoy,  president  of  du 
Pont,  thinks  the  problem  can  be  part- 
ly answered  by  getting  more  leverage 
per  dollar.  Giving  some  seed  money 
to  start  a  project  can  often  generate 
the  •  same  results  as  a  much  larger 
gift.  But,  he  says,  there  are  "no  for- 
mulas." 

Too  Little? 

There  are  others  who  feel  that  cor- 
porations should  be  giving  more.  In 
the  past  ten  years  corporate  charitable 
contributions  have  risen  from  $482 
million  a  year  to  $925  million,  accord- 
ing to  estimates  by  the  American  As- 
sociation of  Fund  Raising  Counsel. 
But  that  is  still  just  1%  of  pretax  prof- 
its, the  same  level  of  1960.  "I  find 
the  growth  of  corporate  giving  a  dis- 
appointment," says  H.  Russell  Bin- 
tzer,  president  of  John  Price  Jones,  a 
professional  fund-raising  firm.  "It  has 
hit  a  plateau." 

It  is  easy  to  find  other  fund  raisers 
who  agree  with  Bintzer.  Says  one,  a 
director  of  development  at  a  well 
known  Eastern  college:  "Corporations 
haven't  really  decided  to  face  up  to 
this  issue  squarely  yet.  Most  don't 
really  care  about  philanthropy.  They 
care  much  more  about  its  corporate 
public  relations  aspects.  In  many  com- 
panies you'll  find  that  the  guy  in 
charge  of  coiporate  giving  is  in  ad- 
vertising or  public  relations.  I'm  sym- 
pathetic to  their  reasons.  Most  of 
them  are  publicly  owned  and  have  a 
responsibility  to  stockholders  to  show 
a  profit.  But  I  think  it  is  going  to  be 
damn  near  disastrous  if  they  don't 
start  supporting  education  in  more 
than  a  token  way." 

Several  developments  have  educa- 
tion fund  raisers,  in  particular,  worried. 
One  is  the  tax-reform  bill  before  Con- 
gress. This  would  reduce  the  incentive 
to  give  appreciated  property  by  im- 
posing a  tax  on  the  appreciated  value 
of  donated  property,  including  secu- 
rities. Educators  guess  that  about 
50%  of  donations  are  property  gifts. 
When  Darthmouth  raised  $30  million, 
$24.6  million  was  property  gifts. 

Another  is  that  some  corporations — 
responding  to  urban  causes — are  re- 
ducing the  percentage  they  give  to 
education.  A  National  Industrial  Con- 
ference Board  study  estimates  that  in 
1 962  about  42%  of  the  coiporate  phi- 
lanthropic dollar  went  to  education. 
In  1968  the  figure  was  39%.  Complains 
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Nation's  largest 

privately  financed 
building  project 


Phase  I,  light  roofed  buildings  in  right  center  of  photo, 

completed  in  1966  at  a  cost  of  $400  million,  included  hot-sheet 

mill,  cold-rolled  sheet  and  tin  mill  complex,  and  plate  mill. 

Phase  II,  in  lower  half  of  photo,  still  under  construction, 

represents  more  than  $500  million  for  facilities  to  produce 

steel  .  .  .  blast  furnace,  two  basic  oxygen  furnaces,  coke  ovens, 

slabbing  mill,  harbor  with  conveyor  facilities,  as  well  as 

air  and  water  pollution  control  equipment. 


Addition  of  steelmaking  facilities  at  Burns  Har- 
bor, Indiana,  will  provide  still  better  service  for 
steel  users  in  Mid-America. 

On  Lake  Michigan,  just  30  miles  east  of  Chicago, 
Bethlehem  Steel  is  investing  nearly  $1  billion  in  a 
new  plant  to  produce  2  million  tons  of  finished  steel 
annually. 


Right  now,  this  plant  is  rolling  steel  sheets,  plates, 
and  tinplate  from  steel  shipped  in  from  other  Beth- 
lehem plants.  But  by  1970,  Burns  Harbor  will  have 
its  own  iron  and  steelmaking  facilities.  And  as  the 
needs  of  our  customers  grow,  so  will  our  capacity 
to  serve  them  .  .  .  from  Burns  Harbor  and  from  our 
eleven  other  plants. 


BETHLEHEM  STEEL 


BETHLEHEM 

st:el 


"Books  are 
dangerous. 
I  know  what  I'm 
talking  about!' 


About  8,000,000  Americans  will  back 
up  this  statement. 

They  know  that  books  can  cause  eye- 
strain, tension,  fatigue  and  headaches. 
Books  cause  children  to  drop  out  of  school 
and  adults  to  virtually  drop  out  of  life. 

These  are  people  with  acute  visual  im- 
pairments. People  who  wear  glasses  half 
an  inch  thick.  Who  bend  over  their  mag- 
nifying glasses  just  trying  to  read  a 
menu.  Others  whose  eyesight  is  deterio- 
rating with  age. 

For  them,  the  act  of  reading  is  so  pain- 
ful, or  the  act  of  being  seen  reading  is  so 
embarrassing  that  they'd  just  as  soon 
forget  about  books. 

And  that's  more  than  just  a  shame. 
Because  8,000,000  people  is  too  many 
good  minds  to  go  down  the  drain. 

Fortunately,  there's  a  new  develop- 
ment that  can  reclaim  these  minds.  /\nd 
Olin  helped  pioneer  it. 

Large-type  books. 

It  seems  obvious  today.  But  for  years, 
nobody  could  foresee  the  enormous  dif- 
ference type  size  would  make  to  the  visu- 
ally handicapped.  (After  all,  they  could 


always  wear  thicker  glasses.) 

There  were  also  technical  problems 
that  stood  in  the  way.  Large-type  books 
would  use  twice  as  much  paper  as  normal 
books.  Their  bulk  alone  would  make 
them  impractical. 

And  large  type  could  not  insure  leg- 
ibility. The  paper  had  to  be  exceptionally 
white,  with  a  minimum  of  see-through 
and  glare. 

Olin  was  able  to  develop  exactly  what 
was  needed.  It's  called  Waylite®  paper 
and  it's  nearly  weightless.  It's  also  just 
as  opaque  as  ordinary  paper  but  much 
whiter,  with  infinitely  less  glare. 

At  the  moment,  Waylite  is  being  used 
in  the  first  large-type  dictionary. 

It  contains  the  entire  vocabulary  of  the 
G.  &C.  Merriam -Webster  Seventh  New 
Collegiate  Dictionary  in  18-point  type. 
(About  double  the  size  of  this  type.) 

But  the  idea  of  large  type  is  just  begin- 
ning to  gather  momentum.  In  the  future, 
Waylite  will  be  keeping  more  and  more 
large-type  books  a  lot  smaller. 

To  say  nothing  of  keeping    ^^--» 
8,000,000  minds  a  lot  larger.    ^#1.1.11. 


Eau  de  toilette,  Pure  Spray:    5 .00 

Gift  sets  from  $5  to  $25. 

(Also  in  Quelques  Fleurs.) 

noinidWT 

PERFUMERS  SINCE  1775. 


one  fund  raiser:  "Despite  a  lot  of 
purple  prose  to  the  contrary,  there  is 
no  question  that  urban  interests  have 
eaten  into  the  support  of  other  chari- 
table institutions." 

Finally,  all  fund  raisers  are  con- 
cerned about  the  impact  of  a  slow- 
down in  corporate  profits.  Executives 
concede  it  could  mean  a  cutback  in 
giving.  "If  we  are  heading  into  a 
softening  of  the  economy,  I  think  you 
will  eventually  find  that  reflected  in 
the  contribution  budgets,"  says  Ed- 
ward Candee,  who  runs  American 
Cyanamid's  donations  program. 

Will  business  eventually  increase 
its  outlay?  It  may  have  little  choice. 
Huge  organizations  such  as  the 
American  Cancer  Society  and  the 
Red  Cross,  as  well  as  influential  busi- 
nessmen like  Blough,  Dillon  and 
Heiskell,  persuasive  men  all,  are  after 

r 


the  same  corporate  dollar.  Competil 
tion  may  develop  more  effective  fund* 
raising  techniques  which  will  con-l 
vinee  companies  to  increase  their  doll 
lar  outlay  instead  of  slicing  it  in 
smaller  pieces. 

Many  companies  still  give  consider- 
ably less  than  1%  of  their  pretaJ 
profits:  A  1969  study  by  the  National 
Industrial  Conference  Board  estimates 
tlrat  companies  in  the  huge  oil  indusJ 
try  contribute  about  half  as  much  of 
their  profits  as  the  average  manufacl 
turing  company.  Banks  and  mutual 
insurance  companies  also  get  lo\w 
marks  from  many  fund  raisers. 

But  it  is  hard  to  pinpoint  com 
panies.  While  U.S.  Steel  and  Standard) 
Oil  (New  Jersey),  for  example,  pub 
lish  detailed  accountings  of  their  con] 
tributions,  others  including  Phillips 
Petroleum,   Chesebrough-Pond's,  Tex] 


THE  BUSINESS  OF  CHARITY 


Last  year  Americans  gave  $15.8 
billion  to  charity,  education  and 
other  social  causes.  Thus,  giving  is 
itself  big  business  and,  increasingly, 
raising  money  has  become  a  busi- 
ness for  professionals.  Planning  a 
fund-raising  drive  is  like  mapping 
out  a  battle  plan. 

Some  attention  must  be  given  to 
potential  small  donors.  A  $25  donor 
may  be  convinced  to  give  $100 
if  his  name  is  inscribed  on  some 
forgotten  classroom  corridor.  The 
University  of  Southern  California 
gives  alumni  donors  a  chance  to 
win  a  Ford  Mustang.  Carnegie  Tech 
considered,  then  rejected,  giving 
MacDonald  plaid  stamps  to  donors. 
Harvard  graduates  are  presumably 
shamed  into  giving  by  campaign 
literature  that  prominently  points 
out  that  Princeton,  Yale  and  Dart- 
mouth's percentage  of  alumni  giv- 
ing is  much  higher. 

But  the  test  of  the  champion 
fund  raiser  is  getting  big  gifts 
from  foundations,  corporations  and 
wealthy  individuals.  In  the  typical 
fund-raising  campaign,  about  10% 
of  the  donors  contribute  over  90% 
of  the  money. 

Normally,  10%  to  20%  of  this 
money  must  come  directly  from 
board  members.  This  is  one  reason 
for  the  importance  of  independent 
fund-raising  firms.  "The  trustees 
don't  always  like  to  hear  that  they 
must  give  this  much,"  says  one 
college  development  officer.  "I 
can't  tell  them  that  they  must.  But 
an  outside  firm  will  insist  that  you 
don't  even  start  a  campaign  until 
you  have  it." 


V.. 


Most  professional  fund-raising 
firms  are  small  operations,  some- 
what like  management-recruiting 
firms.  The  field  is  growing  fast, 
however.  Ten  years  ago  Pittsburgh- 
headquartered  Ketchum  Inc.,  the 
biggest  firm  in  the  field,  had  94 
professional  employees.  Now  it  has 
over  168  who  are  currently  work- 
ing on  67  capital  fund  campaigns 
plus  advising  others. 

The  direct  costs  of  fund  raising 
are  normally  a  bargain.  Raising 
$10  million  might  typically  cost 
$500,000  to  $1  million.  Of  course 
that  figure  doesn't  include  hun- 
dreds of  hours  of  donated  time  or 
overhead.  Nevertheless,  it's  a  spark- 
ling return  on  investment. 

Fund  raisers  must  know  the  tax 
structure.  They  must  carefully  re- 
search prospects  looking  for  a  clue 
that  will  make  their  sales  pitch 
successful.  What  are  his  interests? 
Who  does  he  do  business  with? 
What  are  his  politics?  How  much 
money  does  he  have?  The  answers 
determine  who  should  approach 
him.  And  how. 

But  the  most  important  creden- 
tial for  a  good  fund  raiser,  says 
one,  is  that  he  be  a  good  psy- 
chologist. "He  must  know  what 
motivates  people  and  what  mo- 
tivates a  gift.  Many  people  are 
selfish.  They  want  to  buy  respect- 
ability. Also,  people  are  mortal. 
They  want  to  leave  something  be- 
hind with  their  name  on  it.  But 
there  are  also  some  that  are  very 
honest.  And  sincerely  want  to  do 
something  for  others." 


J 
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What  does  Cities  Service 

add  up  to?" 


-i-Chemicdls 


V   .'; 


V 


y 


Let's  inspect  the  formula. 

Energy  plus  Chemicals.  That's  our  planned  diversification  in  oil,  fertilizers,  agricul- 
tural and  industrial  chemicals,  petrochemicals  and  plastics,  copper  and  copper 
products,  gas  transmission  and  helium. 

Plus  Management.  That's  our  winning  team,  with  depth  for  every  key  position. 

Equals  Growth.  That's  our  earnings  rise  —  nearly  doubled  in  the  past  six  years. 

To  restate:  Energy  +  Chemicals  -I-  Management  =  Growth. 


CITIES  SERVICE  COMPANY 

Energy        [  /\  |        Chemicals 
A  NATURAL  RESOURCE  COMPANY 


CITIES  SERVICE  OIL  COMPANY  •  CITIES  SERVICE  GAS  COMPANY  •  COLUMBIAN  CARBON  COMPANY  •  TENNESSEE  CORPORATION  •  CITIES  SERVICE  TANKERS  CORPORATION 
CITIES   SERVICE   CRYOGENICS.   INC.   •   CITIES   SERVICE  INTERNATIONAL.   INC.   •   CITIES   SERVICE   RESEARCH   AND   DEVELOPMENT  COMPANY  •   SIXTY  WALL  TOWER.  INC. 
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JW  NOW  it's  BLR 

itimmiam&  ontheAMEX 

the  company  with  a  future  behind  it 

Helicopters  ...  hydrofoils  ...  hovercraft ...  high  speed  rolling  mills  ...  wher- 
ever critical  applications  demand  the  highest  levels  of  performance  ...  The 
Buehler  Corporation  is  there.  For  more  than  35  years  Buehler  has  been  build- 
ing a  successful  history  with  products  for  the  future. 

The  Buehler  Corporation's  long  established  reputation  for  superb  crafts- 
manship and  total  product  integrity  contribute  vitally  in  bringing  opportunities 
to  design  and  fabricate  tomorrow's  systems  for  the  aerospace,  marine,  nuclear 
and  other  industries. 

If  you  would  like  to  learn  more  about  this  growth  company,  please  write  us 
for  a  copy  of  our  annual  report. 


I 


THE  BUEHLER  CORPORATION 

9010  PRECISION  DRIVE.  INDIANAPOLIS,  INDIANA  46236 


Seeds  of 
Success 

Here  in  WEST  CENTRAL  OHIO,  many 
industries  find  the  seeds  of  successful 
growth— a  unique  combination  of  fac- 
tors favoring  productivity  and  profitable 
operations. 

If  you're  looking  for  a  plant  site  with 
built-in  growth  potential,  take  a  good 
hard  look  at  West  Central  Ohio.  May  we 
help?  Write  or  call  DP&L's  Area  Develop- 
ment Department. 

THE  DAYTON  POWER  AND  LIGHT  COMPANY 

An  investor-owned  company  serving  West-Centra/  Ohio      Dayton,  Ohio  45401 


189th 

COMMON 

DIVIDEND 

NOTICE 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  40C  per  share  on 
the  Common  Stock  of  the 
Company,  payable  on  De- 
cember 1,  1969  to  stock- 
holders of  record  at  the 
close  of  business  on  No- 
vember 17,  1969. 

J.  E.  THEOBALD 
Vice  President  and 
Secretary 
November  7,  1969 


aco  and  Westvaco  (formerly  West 
Virginia  Pulp  &  Paper)  don't  release 
figures  for  publication.  "It  would  open 
up  a  can  of  worms,"  says  a  Westvaco 
executive. 

Certainly  the  fast-growing  profes- 
sional fund-raising  profession  (see 
box,  p.  58)  is  doing  its  best  to  get' 
more  out  of  the  corporate  till.  Fund- 
raising  firms  keep  dossiers  on  the  giv- 
ing patterns  of  directors,  executives 
and  corporations.  A  fund  raiser  will 
spend  days  mapping  out  the  right 
"strategy  for  a  big  corporate  gift. 

A  former  director  of  fund  raising 
at  a  Western  college  recalls  his  tac- 
tics in  trying  to  get  a  gift  from  a  big 
electrical  supply  company.  "The 
chairman  of  our  drive  was  the  presi- 
dent of  a  public  utility.  So  we  cal- 
culated the  amount  of  equipment  he 
had  bought  from  the  company.  Then 
he  approached  the  president  of  the 
electrical  company.  He  asked  for 
$250,000  unrestricted,  knowing  that 
we  might  not  get  it.  We  did  get 
turned  down.  But  immediately  we 
proposed  that  they  give  us  $250,000 
worth  of  electrical  equipment  for  a 
science  building.  Eventually,  that's 
what  we  got." 

Just  Right? 

There  are  many  who  believe  that 
the  1%  level  is  appropriate.  Indeed, 
it  was  only  16  years  ago  that  the 
very  right  of  management  to  donate 
shareholders'  money  to  charity  was 
challenged  in  the  courts — unsuccess- 
fully. More  recently,  shareholders  have 
introduced  motions  to  prohibit  cor- 
porate giving — also  unsuccessfully. 
Most  important,  many  businessmen 
are  convinced  that  their  job  is  to 
create  wealth:  It  is  up  to  the  economy 
and  the  Government  to  make  sure  it 
is  allocated  correctly.  And  of  course 
few  businessmen  are  willing  to  give 
more  money  than  their  competitors 
give. 

What's  right?  It's  hard  to  say.  But 
the  problem  is  clear.  This  year,  for 
example,  Amherst  College  is  trying  to 
land  several  hundred  thousand  dollars 
in  federal  institutional  grants.  Ten 
years  ago,  it  relied  completely  on 
private  support.  Says  John  Callahan, 
Amherst's  director  of  development: 
"The  issue  is  whether  there  is  to  be 
philanthropy  in  this  country — a  dual- 
istic  support  for  charitable  institutions, 
Or  whether  we  want  to  go  to  a  mono- 
lithic society  in  which  we  simply  tax 
people  and  redistribute  the  dollars." 

Says  Joseph  C.  Wilson,  chairman  of 
Xerox  Corp.  "The  real  question  is 
whether  enough  of  us  in  business  will 
realize  our  own  self  interest."  But  that 
raises  another  question:  What  is  that 
sell  interest?  ■ 
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Give  me  one  good  reason  why 
I  should  be  interested  in  a 
Top  Value  Incentive  ' 


Top  Value  gives  you  full  service  on  any  kind  of  incentive 
program  with  six  big  benefits  for  you : 


The  biggest  selection  of  famous  brand  mer- 
chandise, more  than  3,500  items 
No  bill  back  for  shipping  charges  ...  all 
merchandise  is  shipped  pre-paid 
A  two-way  guarantee  .  .  .  the  item  must  be 
defect-free  and  the  recipient  must  be  com- 
pletely satisfied 


Separately-bound    gift    selection    catalogs 

grouped   by  merchandise  value  or  a   big, 

all-in-one,  luxury  catalog 

Eight   distribution    centers    interlocked    by 

computer  to  assure  fast  delivery 

One  of  the   best  creative  travel   planning 

services  in  the  business 


Interested?  Get  in  touch  with  Top  Value.  We  have  more  than  400 
incentive  specialists  who  will  be  glad  to  give  you  more  information  on 
how  we  can  create  and  administrate  a  program  for  you  .  .  .  based  on 
stamps  or  a  point  system  .  .  .  offering  travel  or  merchandise.  Or  write  for 
our  informative  booklet,  "How  To  Plan  An  Incentive  Program." 


INCENTIVE  DIVISION,  Top  Value  Enterprises,  Inc.,  3085  Woodman  Drive,  Dayton,  Ohio  45420 


Anaconda h 


But  like  Holmes'  oversimplification  to  Watson — v 
elementary  in  a  complex  way. 

True  enough  we  start  out  with  the  elements — mi 
shown  here  in  their  close-packed  atomic  arrangements. W 
one  of  the  world's  largest  producers  of  nonferrous  me] 
making  us  a  crucial  element  in  other  companies'  business 

We  not  only  mine — we  make.  Alloys  out  of  eleme 
metals.  And  we  not  only  make — but  innovate.  New  met| 
for  machining  and  forming  metals.  We  invent  new  produ 
growing  out  of  new  developments  in  metallurgical  scienc 


Uranium 
We  have  one  of 
the  largest  uranium 

reserves  in  the 
Western  Hemisphere 


Tellurium 
Helps  make  steel  and  copper 
easier  to  machine.  Toughens 
rubber  for  cable  insulations. 


Zinc 

We  have  the  largest 
electrolytic  refining 
capacity  in  the  country 


Molybdenum 

For  alloying  in  stainless 

and  tool  steels,  am 

jet  engine  supera 


For  photography.  For 
industrial  and  electrical  use  | 
For  tableware  and  jewelry. 
We  come  up  with  a  little  gold,  t 


lementary. 


We  also  fabricate — products  like  wire,  foil,  tubing  and 
lers — essential  elements  of  other  people's  products, 
search  and  develop  new  uses  for  existing  products — 
ind  theirs. 

And  because  we  produce  the  basic  building  blocks  of 
[panding  economy — we  keep  searching  for  new  sources 
tal  and  new  methods  of  extracting  it.  The  job  keeps 
people  of  varied  and  complex  skills  busy  all  over  the 
rn  hemisphere. 
The  Anaconda  Company, 25  Broadway,  N.Y., N.Y.  10004. 


Aluminum 
We've  just  increased 
our  primary  aluminum 
production  capacity 
by  70%. 


Selenium 

For  coloring  glass  and 
ceramics.  Steel 
alloying. 


idium 

For  transistors 

Electronic  devices  and 

elecommunications 


Lead 

For  batteries.  For  shielding 
nuclear  power  plants. 
Cable  sheathing.  Solder. 


ryllium 
Hundreds  of  uses 

including  frames  for 
inertial  guidance 

systems  on  Apollo  craft 


% 


Cadmium 
An  important 
by-product  of 
our  zinc  operations 


Nickel 
New  deposits  in 
alia  and  Montana 
will  make  us  a  prime 
producer. 


Copper 

We're  the  largest  fabricator  of  copper 
and  copper  alloy  mill  products  in 
the  world.  And  one  of  the  largest 

primary  copper  producers. 


Anaconda:  one  of  the  great  natural  resources  of  the  Americas. 


Thanks  for  flying  LSI* 


No,  we're  not  an  airline    - 
make  airplanes  either.  But  it's  a  pretty 
good  bet  that  if  you're  an  astronaut,  a 
military,  commercial  or  private  i 
a  passenger,  Lear  Siegler,  Inc.  is  h 
to   make   your   flight    easier   and    n 
comfortable. 

Virtually  every  major  and  local 
service  commercial  airline  relics  on  LSI 
systems  and  products.  Ten  LSI  divisions 
n<>\\  provide  a  wide  variety  of  equipment 


'■  the  ever  expanding  needs  of  this 
ng  industry. 

eminent  forecasts  indicate  that 
nger  traffic  will  more  than 
100,000  aircraft  will  be  added 
iviation  fleet  by  1980 
l  oda \     LSI  is 
• '  velopingthesophis- 

i\  ionics  and  >     I  »     I 

k  iw  er  systems  \  Lear  cnegier,  inc. 


new  genera- 


tion of  giant,  luxury,  tri-jet  air!' 
well  as  V/STOL  commuter  type  ; 
We  began  perfecting  one  such  sy 
1962  when  we  started  landing  jl 
ports  with  our  All-Weather  1 
Systems — that  was  more  than 
landings  ago. 

We're  LSI—  Lear  Siegler 
the  com  pal 
helps  make 


Santa  Monica,  California    feel  at  home  ii 


Faces  Behind  the  Figures 


Gypsies?  Who,  Us? 

"We're  becoming  a  nation  of  gyp- 
sies," says  Chester  Devenow,  49, 
president  of  autoparts  maker  Shel- 
ler-Globe  Corp.  "No  matter  where 
they  are.  people  want  to  get  away. 
The  hippies  want  to  get  away. 
Middle-aged  people  scorn  the  hip- 
pies, but  they  also  want  to  get 
away.  The  pressures  of  society  are 
becoming  too  much." 

This,  says  Devenow,  is  why 
Sheller-Globe,  through  recently 
acquired  Superior  Coach,  the 
world's  largest  maker  of  such  spe- 
cial vehicles  as  school  buses,  am- 
bulances and  hearses,  has  started 
making  motor  homes. 

The  motor  home  was  born  only 
yesterday,  and  even  today  is  only 
a  S160-million  industry.  But  re- 
creational vehicles — travel  trailers, 
truck  campers  and  the  like — are  a 
Si-billion  industry.  But  Devenow 
believes  motor  homes  will  even- 
tually make  them,  and  mobile 
homes  as  well,  obsolete. 

Why?  For  one  thing,  no  one  le- 
gally  can  ride  in  a  trailer  on  the 
road.  It  can  be  parked  only  in 
a  trailer  camp,  where,  says  Deve- 
now,   "the   price    has    become    ex- 


orbitant. You  can  stay  in  a  luxury 
hotel  for  what  they  charge  you." 
To  move  a  mobile  home,  one  calls 
a  special  trucking  company. 

But  motor  homes  are  self-con- 
tained, a  bus  whose  interior  is  a 
one-room  apartment  with  bath  and 
kitchenette  and  its  own  electric- 
power  system;  one  can  even  watch 
TV  while  traveling.  It  can  be 
parked  anywhere,  on  the  side  of 
a  road,  even  in  the  middle  of  town. 

Sheller-Globe  uses  a  Dodge 
chassis  for  its  motor  homes,  but 
Devenow  says  any  sturdy  chassis 
will  do.  The  cost?  Depending  on 
the  degree  of  elaborateness,  from 
$8,000  to  $15,000. 

Devenow  expects  the  motor- 
home  industry  to  grow  to  $1  bil- 
lion in  ten  years.  "Everything 
favors  it,"  he  says.  "The  psychology 
of  the  country  favors  it;  the  cost 
of  hotels  and  motels  and  trailer 
camps  favors  it.  And,  of  course,  re- 
tired people  will  be  a  great  mar- 
ket in  the  future. 

"We  think  we're  in  a  good  posi- 
tion to  get  a  fat  share  of  the  mar- 
ket. We  have  the  knowhow.  We 
have  the  plant  to  manufacture 
parts  for  a  motor  home.  That  gives 
us  a  big  edge."  ■ 


Chester  Devenow 


Martin   H.   Dubilier 


Back  to  the  Drawing  Board 

"I  don't  know  if  you  buy  stocks, 
but  if  you  do,  buy  mine,"  Martin 
H.  Dubilier  urged  when  he  job- 
hopped  into  the  presidency  of  little 
conglomerate  Kearney-National  in 
January  1968.  "It's  really  going  to 
move!  Within  three  years  our  sales 
alone  are  going  to  jump  from  $55 
million  to  $250  million." 

Move  Kearney-National  stock 
did,  but  not  the  way  Dubilier  pre- 
dicted. After  soaring  from  $24  to 
$41,  K-N  has  fallen  75%  to  around 
$10.  Instead  of  increasing  sales, 
Dubilier  has  sold  off  his  big  valve 
division,  which  contributed  $16 
million  in  sales  and  $1  million  in 
profits  the  year  before  he  came. 
For  the  first  nine  months  of  1969, 
K-N  lost  $4.8  million  compared 
with  the  $3  million  in  profits  it  had 
earned  in  1967. 

What  happened?  As  Dubilier  ex- 
plains it:  "As  soon  as  I  came  in,  the 
valve  division  began  to  slip  and 
lose  a  lot  of  money.  It's  a  cyclical 
business,  and  prices  in  our  part  of 
the  valve  business  are  lower  now 


than  ten  years  ago,  even  though 
costs  have  gone  up.  It  would  have 
made  money  again  next  year,  but 
later  would  have  fallen  off  again. 
So  we  sold  it." 

Maybe  so,  but  why  have  profits 
from  the  rest  of  Kearney-National's 
business  in  industrial  and  lawn-care 
products  and  electrical  equipment 
also  dropped?  "It  was  a  year  of  dis- 
asters," says  Dubilier.  "No  kidding. 
We  had  three  strikes,  two  fires  and 
a  flood.  They  all  were  major.  The 
strikes  lasted  from  eight  to  16 
weeks,  and  one  of  them  (at  Ameri- 
can Flagpole)  cost  us  over  $1  mil- 
lion on  the  profit-and-loss  sheet. 
We  had  a  helluva  fire  that  de- 
stroyed over  $1  million  in  property. 
Between  the  collapse  of  the  valve 
division  and  all  the  catastrophes, 
our  price/earnings  ratio  fell,  and 
we  couldn't  make  new  acquisitions. 
Luckily,  we  withdrew  from  an  ac- 
quisition that  would  have  lost  a 
million  dollars." 

A  sad  tale,  but  is  Dubilier  down- 
hearted? No,  he  isn't.  "Call  me  back 
in  a  year  and  see  if  we  don't  look 
a  lot  better,"  he  says.  ■ 
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Faces  Behind  the  Figures 


Marvin  Chandler 


Fertilizer  Ain't  G-O-l-D 

A  utility  is  a  utility  is  a  utility. 
Unless,  of  course,  it  diversifies, 
which  they  rarely,  il  ever,  do.  Ex- 
cept, of  course,  Marvin  Chandler's 
outfit.  Chandler  is  a  utilities  nan. 
He  is  chairman  of  Northern 
Illinois  Gas,  a  $254-million  (1968 
revenues)   1954  spinoff  of  the  gas 


business  north  of  Chicago  once 
owned  by  Commonwealth  Edison. 
Chandler  diversifies,  but  not  out  of 
weakness:  He  serves  a  great  and 
growing  territory;  revenues  have 
risen  8%  annually  in  the  last  five 
years,  nearly  twice  as  fast  as  that 
ol  Pacific  Lighting,  which  has 
talked,  but  done  little  more  than 
talk,  about  diversification,  loo. 


Chandler,  who  thinks  the  way  he 
does  because  he  was  president 
( 1952)  of  the  New  York  Society  of 
Security  Analysts  and  a  consultant 
after  that,  happens  to  believe  that 
the  best  way  to  run  a  utility  com- 
pany is  by  running  some  other 
business  as  well.  He  reasons  like 
this:  "It's  pretty  hard  for  a  utility 
to'day  to  pull  in  the  live  wire,  the 
MBA  or  whatever.  It's  hard  to 
maintain  excitement  within  the  or- 
ganization if  all  you  ever  plan  to 
do  is  to  sell  gas  in  a  16,500-square- 
mile  area.  So  we're  going  to  go  into 
things  that  will  give  the  entire  or- 
ganization a  lift.  We'll  make  every- 
one feel  good,  and  those  who  were 
thinking  'Maybe  I  ought  to  leave,' 
will  say,  'Gee,  maybe  this  company 
is  going  places,  maybe  I  should 
stick  around.*  " 

Sounds  good.  So  how  is  NIG 
doing  at  its  diversification?  Alas, 
that's  another  story.  A  Forbes  re- 
porter said  to  Chandler,  "Now,  take 
Apple  River,  the  plant  you  built 
to  turn  natural  gas  into  anhydrous 
ammonia  for  the  fertilizer  industry." 

"No,  you  take  it,"  Chandler  in- 
terrupted. "We'd  like  to  get  rid  of 
it.  No  sooner  did  we  get  our  capa- 
city built  in  1965  than  all  the  big 
fellows  went  in,  and  now  we're  all 
in  the  red.  Us,  them,  everybody." 

So  goodbye  to  diversification? 

Not  at  all,  Chandler  insists. 
"We've  been  making  our  studies, 
but  we  feel  first  we  must  find  a 
solution  to  Apple  River.  Our  next 
move  is  going  to  have  the  syner- 
gism we  missed  in  Apple  River." 

"Synergism?"  Forbes  asked. 
"From  a  utility?" 

"Look,"  Chandler  replied.  "We 
bill  a  million  customers,  20,000 
every  day.  We  have  service  men 
who  meet  emergency  calls  and 
maintain  customers'  appliances. 
This  at  a  time  when  people  are 
screaming  to  get  their  appliances 
serviced.  We  have  darned  good 
engineering  knowhow  in  moving 
things  through  pipes." 

Chandler  mentioned  that  NIG 
had  just  discovered  axil.  "I'll  spell 
it:  C-O-A-L,  because  last  time  I 
said  it  someone  quoted  me  as  say- 
ing that  we  found  gold." 

No,  nobody  can  say  that  Marvin 
Chandler  has  found  gold.  For  all 
his  efforts,  NIG  stock  is  selling  at 
just  12  times  earnings  and  is  down 
some  43%  from  its  1965  high.  But 
at  least  he's  trying.  ■ 
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Swords  info  Guitars? 

Back  in  1945  Charles  H.  Kaman 
decided  he  could  build  a  better 
helicopter  than  the  ones  he  was 
working  on  tor  United  Aircraft.  So 
he  started  Kaman  Aircraft,  just 
down  the  road  from  UA's  huge 
East  Hartford,  Conn,  plant,  on  a 
$2,000  shoestring.  Today  Kaman 
Aircraft  is  just  one  of  four  divisions 
of  Kaman  Corp..  which  had  sales 
of  $75  million  last  year. 

There's  one  problem  with  that: 
He  reached  $75  million  seven  years 
ago,  then  slumped  to  $45  million 
before  climbing  back  last  year. 
'Defense  cuts,"  he  says,  explaining 
in  two  words  what  more  garrulous 
executives  might  spend  whole  para- 
graphs on. 

Cost  overruns,  also  characteristic 
of  that  business,  have  hurt  Kaman 
a  lot  lately:  He's  suing  Lockheed 
for  $18  million  over  alleged 
changes  in  their  aircraft  component 
specifications,  and  he  just  settled 
another  S2.5-million  claim  against 
Lockheed  for  $1.4  million.  The  up- 
shot is  that  extraordinary  charges 
caused  Kaman  to  show  a  $2.6  mil- 
lion loss  last  year  and  a  61%  earn- 


ings drop  (to  $490,000)  in  the  first 
half  of  this  year,  although  new  con- 
tracts will  help  the  final  result. 
"We'll  have  earnings  of  around 
$1.25  a  share  on  sales  of  $80  mil- 
lion this  year,"  he  says.  "We 
decided  to  take  our  lumps,  just  to 
be  done  with  this.  We  don't  antici- 
pate any  more  writeoffs,  so  our  re- 
turn on  investment  will  improve. 
We're  projecting  sales  of  $95  mil- 
lion next  year." 

At  first  glance,  Kaman  looks  vul- 
nerable to  a  takeover.  It's  small,  it's 
crammed  with  technical  knowhow, 
and  its  stock  (recently  14)  is  sell- 
ing below  book  value.  But  Kaman 
himself  is  both  president  and,  with 
his  family,  holder  of  the  largest 
block  of  voting  stock  (more  than 
two-thirds ) . 

Moreover,  Kaman  may  have  an 
ace  up  his  sleeve:  Three  years  ago, 
he  developed  a  line  of  guitars 
(the  Ovation  brand)  that  utilize 
advanced  electronic  expertise  in 
tuning  and  amplification.  "We  got 
Glen  Campbell  and  20  other  stars 
raving  about  it,"  he  says.  "That's  a 
$200-million-a-year  business  we're 
getting  into,  and  it's  going  to  be  a 
big  one  for  us."  ■ 


Charles   H.   Kaman 


Curse  That  Pendulum! 

Harney  Goodm  \\  has  a  problem. 
Since  1961  his  Data  Processing 
Financial  &  General  Corp.  has 
spent  $216  million  on  IBM  360 
computers.  So  far  it  has  got  back 
$6  l  million  by  leasing  them  at  some 
15%  oft  IBM's  rates.  Goodman  says 
he  will  eventually  get  back  his 
capital  costs,  interest  and  operat- 
ing expense,  plus  a  healthy  profit. 
Last  >ear  everyone  believed  him, 
and  his  stock  hit  92.  Today  many 
no  longer  believe,  so  it's  down  to 
the  mid-3()s.  "Wall  Street  is  a  pen- 
dulum that  overswings,"  says 
Goodman.  Interestingly  enough,  he 
wasn't  talking  that  way  last  year 
Nvhen  DPF&G  was  selling  at  72 
times  earnings. 

But  Wall  Street  isn't  alone  in  its 
skepticism  about  computer  leasing. 
Most  other  large  computer-leasing 
companies  have  diversified  out  of 
the  business.  Leasco  bought  Reli- 
ance Insurance.  Levin-Townsend 
Computer  gets  50%  of  revenues 
from  real  estate,  gambling  and 
hotel  operations.  Greyhound  Com- 
puter  always   has   the   cushion   of 


being  73%  owned  by  Greyhound 
Corp.  Randolph  Computer  just  sold 
out  to  Travelers.  Which  leaves 
DPF&G,  one  of  the  first  computer- 
leasing  companies  to  go  public,  as 
the  biggest  one  with  the  bulk  of 
earnings  (over  96%)  coming  from 
leasing  operations. 

Is  Goodman  worried?  If  so,  he 
isnlt    showing    it.     He    denies    he 

Harvey    Goodman 
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missed  the  boat  by  not  diversify- 
ing last  year.  As  for  his  two  big  ac- 
quisition moves,  REA  Express  and 
A&P,  he  says:  "I'm  happier  that 
we  didn't  diversify."  He  still  says 
that  both  deals  were  initially 
brought  to  him  from  the  outside. 

Goodman  claims  to  be  un- 
worried  by  the  risk  that  IBM 
might  introduce  faster  or  cheaper 
computers  that  could  force  down 
DPF&G's  rental  rates.  "It  is  com- 
pletely illogical,"  he  says,  "to  think 
that  they  will  emasculate  the  pric- 
ing structure  of  the  industry  by 
radically  lowering  prices  or  speed- 
ing up  their  computers.  They  would 
only  do  it  under  threat  from  com- 
petition, and  I  don't  see  any  com- 
pany Nvith  a  computer  line  that 
is  a  threat  to  them  or  their  pricing 
structure." 

All  of  which  means  that  Good- 
man, a  lawyer,  a  CPA  and  a  ten- 
year  IBM  veteran,  is  also  setting 
himself  up  as  a  prophet  with  a 
different  view  of  the  future  from 
many  of  his  competitors  who  have 
either  diversified  or  sold  out.  A 
good  prophet?  That  remains  to 
be  seen.  ■ 
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Faces  Behind  the  Figures 


Facer  of  Facts 

There  are  those  who  say  that 
American  Telephone  &  Telegraph 
Co.  is  simply  too  big  to  manage; 
that  it  runs  itself  through  a  time- 
honored  system  set  up  generations 
ago  by  the  late  Theodore  Vail.  But 
that's  a  superficial  view.  The  fact 
is  that  a  strong  chief  executive, 
through  his  decisions  and  through 
the  power  of  his  personality,  can 
indeed  make  himself  felt  on  Mother 
Bell's  939,000  employees,  its  $40 
billion  in  assets  and  its  three  mil- 
lion stockholders. 

Such  a  boss  is  Haakon  I.  Bomnes, 
the  tall,  trim  University  of  Wiscon- 
sin engineer  who  has  been  chief 
executive  officer  of  AT&T  since 
1967.  Polished,  cool  under  pressure, 
with  a  touch  of  courtliness,  Bomnes 
is  sharply  aware  that  the  world  is 
changing  and  that  Mother  Bell 
must  change  with  it.  Therefore, 
without  fanfare  or  publicity,  he  is 
examining  every  one  of  the  com- 
pany's long-standing  policies. 

Even  its  traditionally  cautious 
and  depression-wary  financial  prac- 
tices. When  Bomnes  took  over, 
Bell's  debt  ratio  was  about  33%  of 
total  capital;  now  it  is  nearing 
40%.  "We  will  probably  even  go 
higher,"  Bomnes  told  Forbes, 
"unless  the  difficulty  in  raising 
money  in  the  bond  market  should 
prevent  it."  And  what  if  the  bond 
market  continues  for  a  long  time  in 
its  present  state  of  near-chaos?  "We 
are  giving  consideration,"  he  re- 
plies, "to  some  sort  of  debt  arrange- 
ment that  has  a  little  equity  tied  to 
it,  convertibles,  warrants  or  some- 
thing like  that.  As  things  now 
stand,  we're  pushing  the  bond  mar- 
ket hard,  about  $200  million  worth 
a  month,  and  this  is  difficult  under 


■ 


Haakon  I.  Romnes 

the  present  circumstances." 

Bomnes  even  considered  a  plan 
whereby  common  stockholders  ex- 
change, at  their  option,  ordinary 
dividend-paying  shares  for  shares 
paying  only  a  stock  dividend,  thus 
reducing  their  tax  liability.  The 
proposal  is  in  abeyance  because  a 
proposal  in  the  new  tax-reform  bill 
would  outlaw  such  arrangements. 

He  has  committed  Bell,  a  long- 
time holdout,  to  taking  accelerated 
depreciation  starting  in  1970, 
assuming  the  proposed  tax  bill  is 
passed.  This  will  cut  the  company's 
annual  tax  bill  but  it  will  not  re- 
duce reported  earnings.  Beasoni 
Bell  will  take  accelerated  deprecia- 
tion for  tax  purposes,  but  normal 
depreciation  for  stockholder  report- 
ing. By  1974,  Bell  will  get  an  addi- 
tional $500  million  in  cash  flow, 
easing  its  capital  requirements. 
Mention  the  deterioration  of  ser- 
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vice — in  comparison  to  what  Bell 
once  gave — and  Bomnes  winces. 
He  attributes  much  of  it  to  the 
volume  of  calls  relating  to  stock 
trading,  the  shortened  hours  and 
office  problems  on  the  New  York 
Stock  Exchange;  also  on  the  fact 
that  New  York  Telephone  under- 
estimated peak-load  demands  for 
New  York  City.  But  he  adds :  "New 
York  is  a  doggone  small  part  of 
America,  and  except  for  a  few 
other  trouble  spots,  we  are  giving 
close  to  excellent  service.  We  are 
pulling  in  resources  from  all  over 
the  system  to  do  a  crash  catch-up 
job  in  New  York.  Things  will 
definitely  improve." 

A  look  of  pain  and  hurt  feelings 
crosses  his  face  at  the  mention  of 
the  New  York  Telephone  workers 
who  went  on  a  wildcat  strike  last 
month  and  chanted:  "The  Hell 
with  Ma  Bell."  Bomnes  is  only  too 
aware  that  managing  Bell  is,  in  a 
sense,  a  giant  personnel  problem; 
the  company  has  handled  it  in  the 
past  by  giving  its  people  a  tremen- 
dous sense  of  security,  of  belong- 
ing to  a  strong  and  benevolent  or- 
ganization. Inevitably  inflation 
vitiates  this.  Mother  Bell  can  pro- 
tect its  children  against  2%  inflation. 
But  6%  inflation! 

Bomnes  puts  it  this  way:  "For 
years  our  men  have  been  making 
good  progress  in  increasing  their 
standard  of  living.  Now,  with 
stepped-up  inflation,  they've  had  a 
new  experience  where  many  of 
them,  in  spite  of  generous  increases, 
are  not  living  quite  so  well  as  they 
did  last  year." 

Beyond  inflation  and  its  attend- 
ant woes,  what  does  Bomnes  regard 
as  his  biggest  task?  He  answers 
quickly:  "In  my  time,  there  are  two 
things  I  hope  to  at  least  make  a 
start  on.  Back  15  years  ago,  the 
telephone  business  was  largely  just 
what  the  name  said,  wires  with 
telephones  at  the  end.  Now  com- 
munications is  broader,  including 
computers,  community  antenna  TV 
— other  ways  to  communicate  than 
speech.  In  some  of  our  business  we 
have  a  natural  monopoly.  In  oilier 
parts  we  will  face  competition,  and 
we  are  willing  and  ready  to  live 
with  that.  I  hope  to  set  forth  the 
areas  we  should  emphasize  and  the 
goals  we  will  aim  for  in  this  broad 
communications  business." 

Does  he  sound  like  the  head  of 
a  company  that  "runs  itself"? 
Hardly.  ■ 


TRW  makes  life  softer 
for  some  hard-hats. 


TRW  specializes  in  finding  growth 
markets  where  our  technology 
is  both  pertinent  and  profitable. 

So  while  we  supply  drills,  valves, 
pumps  and  tools  to  the  petroleum 
industry — one  of  our  major 
markets — we  are  also  expanding 
into  newer  areas. 

Through  our  subsidiary,  TRW 
International  Controls  Corporation, 
we're  furnishing  automated  control 
systems  and  software  services  to 
gear  onshore  and  offshore  oil  pro- 
duction to  customer  requirements. 

Example:  A  TRW  system  lets  an 
Oklahoma-based  company  monitor 


and  control  oil  production  in 
a  field  of  more  than  1 ,000  wells. 
Automatically. 

Our  growing  involvement  in 
information  systems  and  computer- 
related  software  services  ranges 
from  down-to-earth  things  like  oil 
production  to  way-out  projects 
like  computerized  road  maps  for 
Apollo  space  missions. 

But  petroleum  automation  and 
software  services  are  only  part  of 
the  growth  story  at  TRW.  Add 
microelectronics  and  electronic 
systems.  Earth  resources  and 
navigational  satellites.  Materials 


technology.  We  even  market  our 
systems  expertise  to  help  solve  the 
complex  problems  of  an  urban 
society.  From  mass  transportation 
studies  to  advanced  pollution 
control  concepts. 

In  our  business,  we  try  to 
anticipate  where  the  action  will  be 
and  get  involved  early. 

Maybe  that's  one  of  the  reasons 
we've  been  able  to  record  seven 
straight  years  of  increased  sales 
and  earnings. 

TRW 


TRW  INC.,  Cleveland,  Ohio — A  Diversified  Technology  Company  Specializing  in  Products,  Systems,  and  Services  for  Commercial,  Industrial  and  Government  Markets. 

FORBES,   DECEMBER  1,  1969 


69 


you'd  see 
why  we  call  it 

Treasure 


This  four  ounce  hunk  of  rock  con- 
tains traces  of  not  one  or  two  but 
twelve  useful  metals  and  chemicals. 
There  are  a  lot  of  rocks  like  this 
throughout  Treasure  Chest  Land,  in 
mute  testimony  to  the  vast  riches 
that  lie  beneath  the  surface. 

You'll  find  the  world's  only  com- 
mercial deposits  of  Gilsonite,  nearly 
60%  of  the  U.S.  phosphate  reserves, 
17%  of  the  nation's  copper  produc- 
tion, great  quantities  of  potash,  sul- 
phur, silver,  vanadium,  iron,  coal 
and  much,  much  more. 

Raw  materials  are  only  part  of 
the  advantages  Treasure  Chest  Land 
offers  new  industry.  For  more  in- 
formation, Write: 


Wayne  F.  MulcocK 
Director,  Area  Development 
P.O.  Box  899,  Dept.  F8 
Utah  Power  &  Light  Co. 
Salt  Lake  City,  Utah  84110 


The  Soul  of  Caution 

Once  burned  in  the  nuclear  business  was  enough  for 
Foster  Wheeler's  aging  chairman,  John  E.  Kenney. 


In  the  Fifties  and  early  Sixties, 
Foster   Wheeler   Corp.    (1968   sales: 

$374    million)    was    way    Up    Front    in 

developing  nuclear  components  For 
America's  submarine  fleet.  For  ex- 
ample, it  provided  the  nucleai  powei 
plant  for  the  first  nuclear  sub,  the 
Nautilus.  That  would  seem  like  great 
experience  For  a  company  whose  major 
business  was  providing  steam  generat- 
ing equipment  For  the  nation's  utilities, 
since  nuclear  power  plants  were  the 
coming  tiling.  Hut  partly  because  ol 
i lie  Navy's  incessant  redrawing  ol 
requirements — particularly  alter  the 
loss  of  the  nuclear  snl>  Thresher  in 

1963 — and  partly  because  ol  the  com- 
pany's own  overambitious  production 
schedule,  Foster  Wheeler  had  a  $3.3- 
million  loss  that  same  year. 

The  nuclear  experience  has  left 
B  scar  on  both  the  company  and 
its  chairman,  John  E.  Kenney.  "About 
the  time  of  the  Thresher,"  he  says 
heatedly,  "we  had  had  nuclear  power 
plants  operating  in  the  Nautilus  for 
almost  tin  years."  The  company  made 
a  major  decision.  "We  decided,"  con- 
tinues Kenney,  "that  Foster  Wheeler's 
place  was  not  np  front  in  the  unclear 
business.  Today  I  wouldn't  go  back 
to  our  25  Ph.D.s  in  nuclear  physics 
lor  anything.  Frankly,  1  think  the 
Fossil  Fuel  business  is  good  through 
1985."  So  Foster  Wheeler  has  con- 
centrated on  making  parts  lor  conven- 
tional power  plants. 

For  the  time  being,  Kenney's  de- 
cision may  be  defensible.  As  he  points 
out,  nuclear  plants  are  much  harder 
to  build  than  was  expected.  The  pro- 
duction problems  have  been  compli- 
cated by  public  concern  over  pol- 
lution and  fear  of  nuclear  reactors. 
Also,  as  Kenney  adds,  size  has  been 
no  protection.  Foster  Wheeler's  two 
major  competitors,  Habcock  &  Wilcox 
and    Combustion     Engineering,    are 

twice   as   big   as    Foster   Wheeler,   but 

nevertheless  encountered  serious  dif- 
ficulties. So  have  such  giants  as  Gen- 
eral Electric  and  Westinghouse. 

Hut  that  does  not  alter  the  fact  that 
Foster  Wheeler  is  opting  for  the  less 
promising  part  of  its  major  market. 
It  will  have  difficulty  making  up  the 

loss  in  its  other  business  (508  ol  sales) 
ol  designing  and  building  petrochem- 
ical-processing plants,  basically  a  low- 
margin  business.  With  a  majoi  stake 
in     two     cyclical     industries,     Foster 

Wheeler  has  rarel)   hit  a  10*  return 
juity    and   is   regularly    outper- 
formed by  its  larger  competitors,  Hab- 
cock &  Wilcox,  Combustion  Engineer- 


ing and,  in  process  plants,   Fluor. 

Kenney  admits  that  these  other 
companies  excel  because  of  their  di- 
versification, but  be  is  himself  reluc- 
tant to,  diversify.  All  three  of  the 
small  engineering  firms  he  has  acquired 
recently  arc  mainly  buttresses  for  his 
existing  businesses.  Foster  Wheeler's 
only  stop-gap  against  oncoming  nu- 
clear power  is  a  partnership  with  Gen- 
eral    Fleet ric    in    building    parts    for 


Kenney  of  Foster  Wheeler 

nuclear    last-breeder    realtors,    which 

are  many  years  away. 

The  caution  is  Kenney's,  who  at  69 
gives  no  sign  of  retiring.  He  still  sets 
the  company's  tone,  though  last  year 
he  officially  turned  over  the  chief  ex- 
ecutive's job  to  President  F.  F.  Went- 
worth.    Kenney   gave   Wentworth    a 

mandate  to  centralize  and  bring  up 
\oung  management,  so  that  now'  most 
of  its  vice  presidents  are  in  their  late 
40s  and  early  50s.  "There  is  plenty  of 

good  management  to  take  over,'1  says 

Kenney,  "when  old  fossils  like  me  re- 
lire."  Obviously,  Foster  Wheeler  can 
use  all  the  unbridled  young  spirit  it 
can  summon  up,  for  its  future  success 
hinges  on  such  drastic  moves  as  a 

merger  or  major  diversification.   How 

likelj  are  these  moves  to  hi-  taken  by 

a  top  man  pushing  70?  ■ 
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Are  all 
gasolines  alike? 

Texaco  replies:  No! 


Gasolines  are  as  individual  as  fingerprints.  They 
differ  from  each  other  in  octane  rating,  volatility,  sta- 
bility, other  ways. 

Quite  frankly,  some  gasolines  are  better  than 
others.  Texaco  Sky  Chief  is  rated  as  one  of  the  very 
best. 

Quality  \aries  with  the  manufacturer's  commit- 
ment to  research,  his  technological  ability,  his  refining 


facilities.  And  with  his  sense  of  responsibility  to  the 
public.  Texaco  fulfills  its  obligations  faithfully  in 
each  of  these  areas. 

Quality  varies,  also,  with  the  number,  amount, 
and  effectiveness  of  the  various  additives  used  to  en- 
hance the  natural  properties  of  standard  ingredients 
available  to  all  competing  companies. These  additives 
protect  the  engine  and  improve  its  performance  and 
mileage. 

Photographed  here  are  various  additives  used  in 
different  blends  of  Texaco  gasolines.  Some  of  them  are 
exclusive  to  Texaco.  No  gasoline,  except  Texaco,  has 
them  all. 

After  years  of  research  and  development,  Texaco 
recently  introduced  an  additive  —  different  from  any 
other.  It  is  known  as  TFA-318. 

Because  of  this  additive,  Sky  Chief  gasoline  does 
one  thing  better  than  any  other  leading  gasoline. 

It  minimizes  the  build-up  of  valve  deposits. 

With  fewer  deposits,  the  chance  of  major  engine 
repair  is  much  less.  And  with  fewer  deposits,  an  en- 
gine can  use  less  gasoline. 

Thus,  Sky  Chief  can  drive  down  the  cost  of  driv- 
ing for  millions  of  motorists. 

One  more  example  of  the  fact  that  all  gasolines 
are  not  alike.  And  one  more  reason  why  it  pays  to 
trust  your  car  to  the  man  who  wears  the  star. 


Texaco  offers  challenging  careers  to  qualified  col- 
lege graduates.  Write  to  Recruiting  Coordinator, 
Texaco  Inc.,  Box  52332,  Houston,  Texas  77052. 
An  Equal  Opportunity  Employer. 
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The  Money  Men 


What's  My  Line? 

Raymond  Frankel,  a  tall,  schol- 
arly-looking 48-year-old  graduate 
of  the  Massachusetts  Institute  of 
Technology,  makes  his  living  as  an 
adviser  to  investment  advisers.  In 
a  highly  specialized  world,  Frankel 
is  about  as  specialized  as  a  man 
can  get.  Besides  selling  advice  on 
technology  stocks  to  institutional 
investors,  Frankel's  Technological 
Investors  Management  manages 
individual  portfolios  and  runs  a 
couple  of  funds. 

His  basic  argument  runs  as 
follows:  "Over  the  past  decade 
those  companies  that  have  shown 
the  most  appreciation  are  the  ones 
with  technological  leadership." 
Frankel  emphasizes  leadership; 
technology  alone  is  not  enough. 
After  all,  in  the  early  Sixties,  Xerox 
and  Transitron  were  both  hot 
technology  stocks,  but  since  then 
Xerox   has   gone   from    11    to    105 


while  Transitron  has  declined  from 
60  to  8.  The  thing  was  that  Xerox 
had  leadership  in  its  field.  Transi- 
tron was  merely  using  derivative 
technology.  "And  this,"  Frankel 
points  out,  "is  something  you  can- 
not get  just  by  analyzing  the  sta- 
tistics." 

We  asked  Frankel  to  give  us 
some  ideas  on  what  he  looks  for 
in   technology   companies. 

Good  engineer  that  he  is, 
Frankel  fetched  a  chart. 

It  related  to  one  of  his  firm's 
biggest  single  successes,  the  1965 
recommendation  to  buy  Photon 
around  13;  within  three  years  it 
was  at  145  and  is  now  24  (after  a 
4-for-l  split).  The  chart  was  a 
work-flow  analysis  of  the  graphic 
arts  industry — that  is,  printing. 

"There  were  three  companies  in 
the  photo-composing  field  at  the 
time  and  we  felt  that  the  field 
was  ready  for  dramatic  advances. 
Of  the  three,  we  found  Photon  had 
the  best  machines.  It  was  a  corn- 


Raymond  frankel 


pany  that  didn't  stand  very  high 
in  the  investment  field  because  it 
had  been  a  big  disappointment  so 
many  times  in  the  past.  But  we 
studied  it  very,  very  thoroughly — 
its  technology,  its  marketing,  its 
management,  its  sales.  Everything. 
From  June  through  December 
1965,  we  went  out  and  bought  it 
heavily  around  13  for  our  funds 
and  recommended  it  to  cus- 
tomers. 

"After  that  the  stock  actually 
went  lower  and  we  were  getting 
pretty  nervous.  Is  everybody  out 
of  step  but  us?  But  nothing  we  saw 
contradicted  our  confidence.  We 
talked  with  The  New  York  Times, 
which  had  four  of  the  Photon  ma- 
chines, and  to  the  Louisville  Cour- 
ier-Journal, which  is  the  leader 
in  graphic  arts  in  the  newspaper 
field.  They  were  both  enthusiastic. 
The  more  we  looked,  the  more  we 
were  convinced  that  we  were  right 
and  the  market  was  wrong.  Grad- 
ually, the  truth  dawned  on  the  in- 
vestment community.  A  Wall 
Street  firm  wrote  Photon  up,  the 
institutions  got  interested  and  the 
stock  took  off." 

We  asked  Frankel  to  tell  us  how 
an  adviser  to  investment  advisers 
goes  about  his  work. 

"Well,  let  me  tell  you  about  a 
field  we're  interested  in  now.  We 
feel  that  the  field  of  remote  com- 
puter terminals  is  of  key  interest. 
Here  is  a  chart  we've  drawn  up  of 
electronic  data  processing.  We've 
studied  the  different  segments  of 
it.  Now,  what  we've  done  is  have 
one  of  our  technically  competent 
people  evaluate  terminals.  I've 
pulled  him  off  all  other  work.  The 
study  consists  of  examination  of 
most  of  the  available  equipment 
being  developed,  in  an  endeavor 
to  assess  the  merits. 

"We  have  an  advantage  in  going 
into  companies  because  we're  not 
just  investment  people,  we're  also 
engineers.  We  approach  the  com- 
pany from  the  standpoint  of  an 
engineering  evaluation. 

"When  we've  done  that,  we  try 
to  pull  together  a  comprehensive 
picture  of  the  industry,  the  com- 
panies in  it,  their  equipment,  and 
at  the  same  time  we  pull  together 
the  financial  data.  The  combina- 
tion gives  us  a  picture. 

"Now,  we're  looking  at  a  com- 
pany from  a  fundamental  position 
rather  than  just  at  an  individual 
device.  Where  the  best  position  in 
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Will  blue  chips 
repeat  history- again? 


■  C?j*t  t"   SAM  cnjfi 
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Merrill  Lynch  analysts 
are  bullish  about  many  blue 
chips  these  days,  and  say  so 
in  no  uncertain  terms  in 
this  new  56-page  research 
study,  just  off  the  press. 

Investing  in  selected  blue 
chips  in  today's  climate, 
they  believe,  is  not  only  es- 
pecially prudent,  butshould 
prove  highly  rewarding. 

Why? 

•  Because  in  the  past  blue 
chips  have  been  the  safest, 
most  stable  investment  in 
unsettled  or  bearish  times. 

•  Because  blue  chips  in 
general  have  been  so  ig- 
nored by  investors  during 
the  recent,  cocky  boom 
years  that  many  now  ap- 
pear to  be  selling  at  out- 
right bargain  prices. 


•  Because, 
historically,  many 
blue  chips  have  often  out^ 
performed  both  the  market 
and  the  more  speculative  is- 
sues at  the  end  of  bear  mar- 
kets or  in  the  early  stages 
of  bull  markets. 

You'll  find  all  the  major 
facts  and  reasoning  in  this 
new  Merrill  Lynch  study- 
plus  specific  whys,  where- 
fores, and  prospects  of  forty 
blue  chip  companies  that 
Merrill  Lynch  analysts 
think  may  be  in  a  particu- 
larly good  position  to  regis- 
ter strong  gains  in  a  market 
upswing. 

Clip  the  coupon  for  your 
free  copy  right  away,  while 
it's  still  news. 
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MERRILL  LYNCH, 

PIERCE, 

FENNER  Si  SMITH   INC 


PO.  Box  333,  Wall  Street  Station, 
New  York.  N.Y.  10005 

I'd  like  to  read  the  case  for  blue  chips.  Please  send  me,  with- 
out charge  or  obligation,  your  new  56-page  research  study. 

Mr. 
Mrs. 

Miss 


(PLEASE  PRINT) 


Address. 


-City. 


State. 


.Zip. 


.Phone. 
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Get  our  System  on  your  side. 

What's  our  System?  The  Bell  System. 
Not  just  the  telephone,  but  the  vast, 
invisible  communications  network  behind 
it.  Our  System  can  help  you  move  informa- 
tion—instead of  your  salesmen  — so  you  can 
tackle  the  profit  squeeze  and  win. 

A  hardware  wholesaler  we  know, 
for  example,  realized  he'd  never  make  it  as 
"just  another  hardware  wholesaler."  So  he 
set  up  a  direct  data  link  between  his  ware- 
house and  a  customer's  factory. 

Our  System  made  service  so  fast  and 
easy  that  sales  jumped  2000%  in  four  years. 

Your  Bell  System  Communications 
Consultant  knows  how  to  put  our  System  to 
work  for  you. 

Get  him  on  your  side.   ' 


AT&T 


POKER 


All  over  the  world, 
men  and  women  are 
quietly  buying 
Dr.  Wallace's 
100,000-  word 
definitive  manual, 
POKER,  A 
GUARANTEED 
INCOME    FOR    LIFE    by    using    the    ADVANCED 
CONCEPTS  OF  POKER. 

"Cult/woof.  May  »fcoclt  the  caiuaf  reader.  One  of  the 
moit  reodobfe  and  informative  vo/umei  to  appear." 
New  Haven  Register 
"Concenfrotel  on  the  moil  imperlant  atpecl— winning!" 
The  London  Book  Exchange 
"Designed  for  p/oyeri  who  wont  to  make  pokmr  a 
meant  of  livelihood."  Rouge  et  Noir  News 

Order  this  $12.50  clothbound  manual  for  only  $9.95 

(until  1/2/70    )  directly  from  the  publisher: 

D  This  is  o  gift  D   C.O.D.  plus  postal  charges 

I  &  O  PUBLISHING  COMPANY,  Box  644 

Wilmington,  Delaware  19899 

Name • 

Street 

City 


The  Money  Men 


State Zip. 

Delivered  in  a  non-identifying  carton. 
10-day  money-back  guarantee. 


PHELPS 
DODGE 


137th   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  52Vi(  per  share  (in- 
creased from  47V20)  on  its  capi- 
tal stock,  payable  December  10, 
1969  to  stockholders  of  record 
at  the  close  of  business  on  No- 
vember 21 ,  1969.  The  new  quar- 
terly rate  is  equivalent  to  $2.70 
per  share  annually,  compared 
with  $1.95  declared  for  1969 
and  $1.75  paid  in  1968. 

R.   D.  BARNHART, 

Treasurer. 
New  York,  N.  Y. 
November  5,  J  969 


When  prestige  is  important 


Corporate 

Gifts 

Premiums 

Sales 
Incentives 


IMPERIAL  JADE 

MINING  INC. 

Buy  direct!  The  world's  largest  collection  of 

jade  jewelry  and  solid  jade  carvings  from 

$5.00  pendants  to  $25,000,000  mausoleums. 

For  the  financial  man,  a  five  inch  solid 

jade  bull  on  a  teak  stand,  $300.  For 

someone  extra  special,  custom  sculptured 

busts  of  solid  jade,  $2,000  up. 

Jade  zodiac  charms  and  jade  tiles  for 

fireplaces,  vanity  tops  and  floors.  A  catalog, 

requested  on  your  company  letterhead, 

will  be  sent  by  return  mail. 

RUSSELL  H   VNDERDAHL,  Pres. 

Imperial  Jade  Mining  Inc. 

Depl  XX'  2710  Nicollet  Ave..  Mpls.,  Minn.  55408 

Telephone  612-827-5481 

a d 


the  industry  is  held  by  a  very,  very 
large  company,  we  don't  invest. 
We  want  the  development  to  have 
some  leverage.  But  the  company 
can't  be  too  small;  we  have  a  fol- 
lowing among  big  institutional  in- 
vestors." 

Frankel  wouldn't  tell  us  what 
conclusions  he  has  reached  about 
what  to  buy  in  the  data  processing 
field.  You'll  have  to  pay  $20,000 
a  year  for  his  service  to  learn  that. 
But  he  was  more  than  happy  to 
give  us  his  views  on  yet  another 
major  technological  area  where  he 
thinks  big  things  are  happening. 
Here's  the  story  in  his  own  words. 

"If  you  start  back  with  Bell 
Labs'  1948  invention  of  the  semi- 
conductor phenomenon,  each  ma- 
jor junction  has  created  an  oppor- 
tunity for  somebody.  The  original 
direction  was  germanium,  and 
Texas  Instruments  was  the  first  to 
realize  that  silicon  was  going  to 
be  the  mainstream  of  the  develop- 
ment. And  recognizing  this  was 
what  made  TI  big. 

"The  next  big  junction  is  going 
to  involve  integration  of  semicon- 
ductor technology  with  the  fin- 
ished end-products.  Integration 
will  cause  the  development  of  a 
new  type  of  company,  the  software 
systems  company,  and  we  see  the 
industry  emerging  in  this  form.  The 
manufacturers  of  the  raw  material 
and  of  the  semiconductors  will 
have  to  develop  the  capability  of 
making  the  complete  equipment. 
Either  that  or  go  out  of  business. 

"When  you  have  a  computer  on 
a  slice  of  silicon,  you  can't  separate 
the  raw  material  from  the  final 
product.  Ultimately  there  will  be  a 
company  which  we  will  call  a  soft- 
ware systems  company,  that  will 
specialize  in  different  areas  such  as 
industrial  monitoring  control  or 
hospital  operation.  IBM  may  be- 
come one  such  operation,  selling  not 
the  equipment  but  the  system.  We 
feel  there  will  be  firms  that  spe- 
cialize in  libraries,  government 
operations,  financial  information 
handling,  military  activities,  com- 
munications, transportation,  etc. 
The  capability  of  doing  the  hard- 
ware job  is  now  available  and  the 
software  problem  is  the  more  dif- 
ficult task.  This  is  where  the  major 
attention  will  probably  be  going. 
This  is   where  we're   looking." 

"Then,"  we  asked,  "profit  mar- 
gins go  where  the  difficulty  lies?" 

'"Correct,"  said  Frankel. 


Apropos  of  profit  margins  Frank- 
el's  are  pretty  good  themselves.  He 
does  not  try  to  cover  all  of  tech- 
nology at  any  given  moment. 
"There  are  areas  of  technology  we 
have  jiot  considered  to  be  of  im- 
mediate interest.  For  example, 
lasers  and  fuel  cells.  These  are 
areas  we  feel  are  technically  in- 
teresting, but  we  keep  them  on  the 
back  burner.  There  are  other  fields 
such  as  electric  automobiles  or 
oceanography,  which  we  consider 
far  enough  away  so  that  we  are  not 
spending  time  on  them." 

Because  of  this  selective  ap- 
proach, Frankel  can  operate  with 
a  fairly  small  staff  of  only  eight 
people,  most  of  them  highly  skilled 
and  paid.  With  this  small  staff 
he  runs  two  basic  businesses,  sell- 
ing advice  and  managing  portfolios. 

The  money  management  is  very 
technological,  the  two  smallish 
funds  he  runs  and  the  individual 
portfolios  he  manages  (minimum: 
$100,000).  Where  his  funds  and 
portfolios  go  into  nontechnology 
stocks,  he  gets  help  from  outside 
brokers  and  the  like.  Total  amount 
under  management:  $25  million. 

The  other  side  of  his  business 
is  the  information  service.  For  this 
he  charges  $20,000  a  year,  and  he 
has  just  15  clients.  He  does  not 
deluge  them  with  paper,  with  re- 
ports. He  and  his  aides  actually 
travel  around  with  charts  and  ver- 
bal reports  when  they  have  some- 
thing to  say.  The  clients  also  have 
the  privilege  of  calling  the  Frankel 
organization  when  they  have  a 
question  about  technology  invest- 
ing. For  $20,000  a  year,  he  figures 
he  can  do  a  little  handholding. 

We  asked  Frankel  how  he  had 
managed  to  make  the  quantum 
jump  from  understanding  technol- 
ogy to  understanding  its  invest- 
ment implications.  He  replied  that 
it  takes  a  peculiar  training. 

"An  engineer  can  sometimes  be 
trained  to  study  stocks,  but  an 
investment  man  can  never  learn 
engineering.  He  just  can't  go  back 
and  do  it.  The  ideal  background 
that  I  look  for  in  my  people  is  this: 
someone  who  went  to  MIT  and 
then  worked  for  five  years  in  his 
field,  and  then  I  give  him  some 
exposure  to  investments." 

In  other  words,  Wall  Street  has 
come  a  long  way  from  the  not-so- 
ancient  times  when  a  security  ana- 
lyst was  a  fellow  in  a  cubbyhole 
with  a  set  of  statistical  manuals.  ■ 


76 


FORBES.  DECEMBER  1.  1969 


Camille  Corot 


The  landscape  is  a  brief  respite  from  business  that  we  hope  you  might  like  to  share 
with  some  friends.  It  has  been  selected  from  the  Forbes  Collection  for  the  card  that  will 
announce  the  gift  of  a  subscription  to  Forbes  for  1970.  Printed  on  fine-quality  cover  paper 
and  hand-signed  as  you  direct,  it  will  be  mailed  by  us  to  your  gift  list  in  time  to  arrive  for 
Christmas.  To  order  your  gift  subscriptions,  fill  in  the  card  bound  in  this  issue  or,  if  you 
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The  Continental  Mark  III 


What  makes  this  the  most  authoritatively  styled,  decisively 

individual  motorcar  of  its  generation? 
Everything  about  the  Continental  Mark  III  is  distinctive. 

The  styling,  the  luxury,  the  ride. 
Power  front  disc  brakes  are  standard.  So  is  Sure  Track,  the 

first  computer-controlled  anti-skid  braking  system. 
Standard,  too,  are  the  Michelin  steel  belted  tires,  designed 


to  give  substantially  increased  tread  mileage. 
The  engine,  460  cubic-inch  V-8  in  a  great  deep-breathfe 

design,  is  unrivaled  for  its  responsive  power. 
The  timepiece  is  not  a  clock  at  all,  but  a  true  chronomett 

from  the  famous  jeweler,  Carder. 
Your  Lincoln-Mercury  dealer  invites  you  to  drive  the 

Continental  Mark  III  at  your  convenience. 
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The  Forbes  Index 


preliminary 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  o!  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


t~R*h.  essiorfas  defined 
ial  Bureau  ot  Economic  Research 


SEPT 134.0 

OCT 135.6 

NOV 136.2 

DEC 137.0 

JAN 136.9 

FEB 137.6 

MAR 137.3 

APR 138.3 

MAY     138.7 

JUNE   139.4 

JULY    138.2 

AUG 137.6 

SEPT 137.4 

OCT.  (prel.)  137.0 


Commerce  private  nonfarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


Institutions  And  The  Market 


Tin  iMhiiuwi  mum.  to  know  about 
the  stock  market  is  that  the  so-called 
institutions  •  i.e..  pension  funds,  mu- 
tual Funds,  bank  trusts,  foundations, 
hedge  funds,  etc.  )  absolutely  domi- 
nate its  behavior.  For  the  most  part, 
these  funds  are  managed  by  aggres- 
sive young  men  who  have  a  mandate 
to  obtain  maximum  price  performance 
or  capital  gains.  They  handle  billions 
of  dollars  of  cash  or  cash  equivalents 
which  they  intend  to  invest  in  stocks 
as  heavily  as  they  have  conviction 
enough  to  act.  Thus  far  they  have  put 
only  a  small  fraction  of  available  funds 
to  work.  Abnormally  large  percent- 
ages of  institutional  assets  presently 
are  employed  in  short-term  obligations 
such  as  U.S.  Treasury  notes,  bankers 
acceptances  and  similar  paper  yielding 
7%  to  9%. 

The  policy  here  is  performance 
rather  than  prudence.  That  is  clearly 
indicated  by  the  recent  spectacular 
behavior  of  numerous  high  price/ 
earnings  ratio  issues.  There  has  been 
a  willingness  to  buy  issues  that  "will 
go  up"  regardless  of  whether  they 
are  worth  it  or  not.  There  has  also 
been    a    willingness    to    sell    quickly 

Mr.  Hooper  is  asociated  with  the  New  York 
Stock   Exchange  firm  of  W.   E.   Hutton  &  Co. 


(almost  regardless  of  price)  any 
glamour  stock  reporting  less-than- 
expected  quarterly  or  semi-annual 
earnings.  Performance  money  re- 
sponse to  often  rather  small,  and 
perhaps  unimportant  (from  the  long- 
term  point  of  view),  earnings  reports 
in  some  cases  has  been  nothing  short 
of  amazing.  So  has  the  abject  haste 
to  resppnd  "before  the  other  fellow 
does."  These  people  are  buying  and 
selling;  they  are  not  marrying  any- 
thing. 

At  the  same  time,  it  is  tioticeable 
that  the  security  analyst  profession 
is  progressively  more  selective  about 
high  P/E  issues  and  more  willing  to 
be  critical.  This  is  especially  true 
about  the  attitude  toward  computer 
issues,  of  which  there  are  at  least 
200  and  probably  more  to  watch. 
There  is  a  more  skeptical  approach, 
especially  concerning  the  small  com- 
panies that  lack  unique  products  or 
talented  management,  companies 
without  a  sound  technological  base, 
companies  subject  to  obvious  com- 
petition, and  stocks  that  sell  almost 
entirely  on  promise  rather  than  his- 
.tory.  The  former  willingness  to  buy 
almost  anything  new  on  faith  seems 
to  have  cooled  a  little. 


As  the  end  of  the  year  approaches, 
so  does  the  time  when  the  disinflation- 
ary policies  of  the  Federal  Reserve  and 
the  Administration  either  must  show 
current  actual  results  or  go  increas- 
ingly on  the  defensive.  The  response 
is  already  late  as  related  to  the  much 
advertised  timetable  of  the  econ- 
omists. Third-quarter  earnings,  for 
instance,  while  lacking  vigor,  were  not 
down  as  much  as  projected;  and 
statistical  evidence  of  business  deter- 
ioration, although  mildly  present,  is 
not  as  emphatic  or  as  convincing  as 
expected.  My  guess  is  that  deflation- 
ary trends  will  be  more  in  evidence 
in  January  than  in  December. 

And  this  may  be  important  in  the 
stock  market.  In  a  representative  year, 
a  strong  stock  market  in  January  is 
a  bullish  omen  for  the  following 
months,  and  a  weak  January  market 
often  forecasts  a  poor  market  ahead. 
I  don't  know  why.  I  simply  know  that 
it  is  historically  true.  If  the  market 
gets  too  enthusiastic  in  late  Novem- 
ber and  December,  it  may  not  be  as 
good  in  January. 

While  a  dribble  (certainly  not  a 
flood)  of  institutional  money  flowing 
into  stocks  in  early  November  cer- 
tainly was  a  stimulating  influence,  I 
am  inclined  to  think  that  the  sold- 
out  nature  of  the  list  after  the  late 
summer  liquidation  was  almost  as 
important.  To  a  very  large  degree, 
stocks  went  up  because  there  was  no 
more  aggressive  selling;  the  bearish 
people  had  exhausted  most  of  their 
influence  on  prices.  In  other  words, 
the  more  effective  part  of  the  bear 
market  seemed  to  have  passed.  The 
rally,    therefore,    may   have    been    as 
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much  due  to  exhausted  negativism  as 
to  any  challenging  increase  in  posi- 
tive thinking.  In  saying  this  I  would 
distinguish  between  positive  thinking 
and  emotional  thinking.  There's  al- 
ways plenty  of  emotion  where  there 
is  an  abrupt  change  in  the  inter- 
mediate direction  of  stock  prices. 

Some  Trading  Bargains 

There  has  been  a  tremendous 
amount  of  selling  and  switching  to 
accrue  losses  for  tax  purposes,  and 
this  type  of  transaction  will  be  im- 
portant right  up  to  the  end  of  the 
year.  There  has  been  lots  of  profit- 
taking  this  year,  so  there  are  profits 
against  which  to  take  losses — and 
there  are  lots  of  losses.  Usually  this 
type  of  activity  is  not  a  trend-making 
factor,  since  most  money  obtained 
from  taking  losses  almost  always  is 
immediately  reinvested  into  some- 
thing else.  It  may,  however,  create 
some  trading  bargains  in  unpopular 
"loss"  stocks. 

There  is  not  much  in  the  back- 
ground of  such  stocks  as  Venn  Cen- 
tral, Freeport  Sulphur,  Boeing,  Global 
Marine,  Natomas,  Asamera  Oil  and 
Susquehanna,  for  example,  to  make 
people  enthusiastic  about  buying 
them;  but  they  could  have  a  nice 
snapback  after  the  tax  selling  is  over. 
Other  stocks  of  the  same  type  will 
occur  to  the  reader.  Probably  most  of 
the  tax  selling  in  the  airlines  has  been 
done,  but  there  now  does  seem  some 
reason  to  feel  better  about  them. 

Possibly  it  is  because  I  am  an  old 
man  and  know  so  many  things  that 
are  not  true  any  more,  but  I  can't 
escape  the  idea  that  it  sometimes  is  a 
good  idea  to  buy  things  just  because 
they  are  cheap,  even  if  they  do  not 
represent  companies  which  have  a 
10%  compounded  annual  growth  rate. 
I'm  thinking  about  stocks  like  17.  S. 
Steel,  Bethlehem  Steel,  Babcock  ir 
Wilcox,  Anaconda,  Kerr-McGee,  Ken- 
necott  and  Texas  Gulf  Sulphur. 

No  doubt  Anaconda  has  been 
"wounded"  by  Chileanization  of  prop- 
erties which  have  been  providing 
some  60%  of  the  company's  earnings; 
but  those  mines  have  not  been  100% 
lost  and  Anaconda  is  still  a  great  com- 
pany. The  stock,  at  around  30,  is  down 
from  a  high  of  66  this  year,  and  prob- 
ably will  earn  $4  to  $4.50  next  year 
in  spite  of  everything. 

A  more  conservative  stock  (I  own 
quite  a  bit  of  it)  is  Alcan  Aluminium. 
it  sells  at  around  31,  will  earn  about 
$2.50  a  share  this  year,  probably  has 
a  cash  flow  of  at  least  $5  a  share,  is 
reputed  to  have  the  lowest  aluminum 
ingot  costs  in  the  world,  produces 
about  20%  of  the  Free  World's  alumi- 
num, fabricates  about  half  of  its  ingot 
output,  and  has  a  worldwide  business. 


I  feel  comfortable  about  an  investment 
like  this. 

There's  no  background  for  any  big 
increase  in  the  earnings  of  Federal 
National  Mortgage  (recently  hover- 
ing around  195)  until  there  is  an 
easing  in  money  rates,  especially 
short-term  rates.  But  this  company 
would  be  perhaps  the  one  greatest 
beneficiary  of  lower  interest  rates, 
since  it  has  about  $4.5  billion  of  its 
debt  short  term  at  high  rates.  The 
stock  is  the  highest  leveraged  issue  I 
have  seen  in  all  of  my  51  years  in 
security  analysis.  Because  I  don't 
think  7%,  8%  and  higher  interest  rates 
are  here  to  stay  forever,  I  have  been 
advising  the  purchase  of  Fannie  Mae 
on  all  weak  spots.  It  is  a  fast  mover 
when  it  moves,  and  practically  all  of 
its  assets  are  in  mortgages  guaranteed 
by  either  the  Veterans  Administration 
or  by  the  Federal  Housing  Administra- 
tion. I  don't  apologize  for  mention- 
ing the  stock  frequently,  because  I 
believe  it  has  most  unusual  possibili- 
ties if  you  can  wait  till  interest  rates 
ease.  Currently  the  spread  between 
interest  paid  and  interest  received  is 
very  narrow,  and  earnings  are  nothing 
to  brag  about.  None  the  less,  it  may 
show  $9  to  $12  a  share  for  the  year. 

One  of  the  sour  notes  right  now  is 
the  labor  situation.  The  General  Elec- 
tric strike  is  only  the  first  of  more  big 
strikes  to  come  during  the  next  six 
months.  It  is  understood  that  the 
Administration  will  not  step  in  to 
help  solve  these  disputes,  unless  they 
occur  in  such  areas  as  transportation 
and  essential  services.  Union  labor  has 
been  watching  the  white  collar  people 
get  bigger  increases  than  the  blue 
collar  people,  and  has  little  sympathy 
with  the  Administration's  tight-money 
policy;  and  the  big  manufacturing 
companies  realize  that  it  will  be 
harder  and  harder  to  pass  on  higher 
labor  costs  to  the  public.  This  means 
that  there  is  another  important  anti- 
profits  influence  at  work  in  the  Amer- 
ican economy.  It  also  means  a  con- 
tinuation of  the  cost-push  factor  in 
inflation,  perhaps  accompanied  by 
more  demand-pull.  One  of  the  big 
arguments  in  favor  of  the  now  un- 
popular big  oil  company  stocks  is  that 
the  oil  industry  has  relatively  low 
labor  costs.  Certainly  the  argument 
in  favor  of  stocks  representative  of 
low  labor  costs  is  being  strengthened. 
I  still  think  that  we  are  in  a  tran- 
sitionary  period  between  a  bear  mar- 
ket and  a  bull  market,  and  that  for 
quite  a  while  longer  price  changes  in 
individual  stocks  will  be  more  impor- 
tant than  movements  in  the  averages. 
As  for  the  averages,  I  would  get  more 
bullish  on  weakness  and  much  less 
bullish  on  strength.  That,  you  know, 
is  exactly  what  most  folks  don't  do.  ■ 
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When  was  the  last 

time  you  bought 

a  suit  of  clothes 

over  the 

phone? 


Probably  never  ...  but  how  many 
times  have  you  bought  a  stock  with- 
out really  "seeing"  it? 

Usually  when  a  man  buys  a 
suit  he  likes  to  "see"  what  he  is  get- 
ting and  how  it  fits. 

Yet  many  investors  buy  or 
sell  or  continue  to  hold  stocks  with- 
out bothering  to  get  an  objective  ap- 
praisal of  their  value.  They  allow 
themselves  to  go  it  "blind",  because 
like  many  successful  men  they  think 
they  haven't  the  time  to  check  up  on 
or  evaluate  stocks  all  year  'round. 

Value  Line  is  an  investment 
advisory  service  that  makes  check- 
ing current  value  relatively  easy  and 
quick.  We  are  not  saying  that  Value 
Line  can  make  you  rich  in  a  hurry. 
But  we  can  help  you  to  lessen  risk  by 
providing  systematic,  objective  eval- 
uations of  1400  widely-held  common 
stocks  the  year  'round.  We  can  in- 
crease your  probability  of  making 
profits.  We  can  help  you  to  "see"  on 
one  page— and  rather  quickly— a  bal- 
anced picture  of  each  of  the  1400 
stocks  covered  in  The  Value  Line  In- 
vestment Survey.  We  show  you  the 
evidence.  We  give  you  the  relative 
.evaluation— unequivocally. 

Each  week,  Value  Line— alone  among 
investment  advisory  services— rates 
each  of  1400  common  stocks,  rela- 
tive to  the  others,  into  one  of  five 
groups  on  four  counts: 

I.The  stock's  probable  market 

performance  in  the  next  12 

months 

2.  Its  appreciation  potential  3  to 
5  years  hence 

3.  Its  income  (yield)  in  the  next  12 
months 

4.  Its  quality  (i.e.,  its  dependability 
over  the  very  long  term— beyond 
5  years) 


Each  stock  is  rated  from  I  (Highest) 
to  V  (Lowest)  for  12-month  perform- 
ance, 3-5  year  potential  and  yield. 
Each  stock  is  graded  from  A-f  to  C— 
for  quality.  The  1400  stocks  include 
nearly  all  of  the  common  stocks 
traded  on  the  New  York  Stock  Ex- 
change plus  about  300  on  the  Amer- 
ican Exchange  and  the  Over-the- 
Counter  markets. 

Value  Line  also  provides  you 
with  a  unique  method  to  determine 
if  a  particular  stock  suits  you ...  if  it  is 
tailored  to  your  investment  needs. 
The  way  in  which  Value  Line  enables 
you  to  determine  objectively  how 
suitable  a  particular  stock  is  for  you 
in  terms  of  your  personal  investment 
goals  is  by  assigning  an  index  num- 
ber to  each  of  the  four  weekly  rat- 
ings. By  weighting  the  four  index 
numbers  to  accord  with  your  own 
goals,  you  can  gauge  how  suitable 
any  one  of  the  1400  stocks  is  for  you 
now. 

In  addition  to  the  weekly 
ratings  on  1400  stocks  covering  66 
industries,  Value  Line  publishes  a 


full-page  research  report  on  each 
stock  every  three  months— at  the  rate 
of  about  100  or  more  a  week.  Each 
report  includes  a  series  of  19  differ- 
ent columns  of  vital  information  for 
each  of  the  company's  last  15  years 
—  if  available.  Also  a  chart  of  the 
stock's  monthly  price  range  since 
1952,  a  concise  500-word  analysis 
of  the  company's  business  and  the 
latest  developments  and  other  valu- 
able information.  Supplementary  re- 
ports are  issued  between  quarterly 
reports  if  evidence  requires. 

If  you  want  to  "see"  what 
you  are  buying,  selling  or  holding 
among  the  1400  stocks  covered  by 
Value  Line,  just  fill  in  the  coupon 
below.  If,  for  any  reason,  Value  Line 
should  fail  to  meet  your  expectations, 
return  the  material  within  30  days 
and  your  money  will  be  refunded  in 
full  and  at  once.  You  may  receive 
Value  Line  for  the  term  you  check- 
one  year  for  $167,  three  months  for 
$44,  or  four  weeks  for  $5.  Each 
weekly  edition  consists  of  full-page 
reports  on  about  100  or  more  stocks 
and  analyses  of  their  industry  groups 
.  .  .  plus  the  24-page  Weekly  Sum- 
mary of  Advices  &  Index  containing 
the  up-to-date  ratings  on  all  1400 
stocks  .  . .  plus  the  8-page  Selection 
&  Opinion  editorial  section  .  .  .  plus 
the  monthly  Special  Report  on  "in- 
sider" transactions  and  the  quarterly 
Special  Report  on  mutual  fund  trans- 
actions issued  during  the  term  of 
your  subscription. 

BONUS.  With  the  annual  or  three- 
month  subscription,  Value  Line 
will  ship  to  you  immediately  the  2- 
volume  Investors  Reference  Library, 
which  will  give  you  the  latest  full- 
page  reports  on  all  1400  stocks  pub- 
lished prior  to  your  subscription. 


In  fairness  to  regular  subscribers,  who  pay 
$167  a  year  for  The  Value  Line  Investment 
Survey,  we  cannot  make  the  $5  introduc- 
tory subscription  available  to  those  who 
have  already  had  such  a  4-week  subscrip- 
tion within  the  past  6  months. 


□ 


FOUR-WEEK  TRIAL-$5 

(4  EDITIONS) 
Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  for  $5.   I   enclose 
payment. 


□ 


ONEYEAR-S167 

(52  EDITIONS) 

□  3-MONTH  TRIAL-$44 
(13  EDITIONS) 
Send  me  the  complete  service 
for  the  term  checked  plus— 
as  a  bonus— the  2-volume 
Investors  Reference  Library 
consisting  of  Value  Line  sec- 
tions published  during  the  13 
weeks  preceding  start  of  this 
subscription. 

□  Payment  enclosed 

□  Bill  me 


If  dissatisfied  for  any  reason,  I  have  up  to  30  days  to  return 
the  material  for  a  full  refund  under  your  money-back  guarantee. 


Signature 


Name  (please  print) 
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Address 


City 


State 


Zip 
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poses.  N.Y.C.  residents,  please  add  6%  sales  tax;  other 
N.Y.  State  residents,  add  applicable  sales  tax.) 

(No  assignment  of  this  agreement  will  be  made  without 
subscriber's  consent.) 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Beyond  The  Horizon 


It  seemed  almost  perverse  for  the 
stock  market  to  break  out  on  the  up- 
side this  fall.  There  was  no  good  news 
to  account  for  it.  On  the  contrary, 
business  statistics  showed  a  gradual 
deterioration  without  any  letup  in  in- 
flation; corporate  earnings  reports  re- 
flected the  growing  squeeze  on  profits, 
while  labor,  feeling  the  same  pinch  of 
inflation,  increasingly  felt  it  necessary 
to  seek  relief  through  strikes;  and 
President  Nixon  still  had  not  found 
the  essential  key  for  terminating  the 
war  in  Vietnam. 

Investors,  in  their  collective  wis- 
dom, clearly  were  looking  well  beyond 
the  horizon  when  they  decided  to  take 
a  positive  view  of  the  future  and  buy 
stocks.  Once  again,  as  on  previous  oc- 
casions, the  tipoff  was  the  action  of  the 
market  itself:  an  apparent  impervious- 
ness  to  adverse  news,  signifying  that  it 
was  not  just  temporarily  oversold  but 
thoroughly  sold  out.  Another  indica- 
tor, one  which  has  proved  helpful 
in  the  past,  was  the  high  liquidity  of 
the  mutual  funds  at  the  end  of  Sep- 
tember. As  a  group  they  usually  are 
close  to  being  fully  invested  at  the 
top  of  the  market  and  underinvested 
at  the  bottom.  Some  mutual  funds  had 
even  bought  nonconvertible  long-term 
bonds. 

Although  it  is  quite  improbable  that 
the  July  lows  will  be  reached  again 
or  even  violated  in  the  foreseeable 
future,  it  would  be  unrealistic  to  ex- 
pect smooth  sailing  from  here  on  all 
the  way  to  new  highs  for  the  average 
stock.  While  investors  have  shown 
their  willingness  to  disregard  the 
problems  of  the  present  and  to  dis- 
count the  future  pretty  far  ahead, 
there  will  be  ample  reasons  for  doubt 
and  hesitation.  However,  any  set- 
back that  the  market  experiences 
should  be  used  to  re-establish  a  fully 
invested  position. 

Which  Sfocfes? 

The  quality  of  market  leadership 
and  the  breadth  of  the  recovery  are 
impressive  and  give  substance  to  the 
belief  that  the  advance  since  early 
October  is  not  just  another  rally  in  a 
bear  market  but  represents  an  impor- 
tant change  in  the  major  trend. 

As  usual,  some  groups  have  been 

Mr.  Biel  is  a  partner  in  the  New  York  Stock 
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lagging,  a  factor  which  does  not 
necessarily  make  them  more  attrac- 
tive. It  is  difficult,  for  instance,  to  en- 
thuse over  the  utilities,  especially 
those  serving  the  more  slowly  growing 
regions,  as  long  as  interest  rates  re- 
main at  present  high  levels.  Further- 
more, the  need  for  equity  financing  at 
present  depressed  prices  threatens  to 
dilute  future  earnings.  If  this  type  of 
investment  security  is  currently 
wanted  for  a  portfolio,  I  would  prefer 
the  natural  gas  industry  rather  than 
electric  utilities. 

The  oils,  too,  have  been  compara- 
tive laggards.  This  is  partly  a  reaction 
to  prior  exhuberance  over  the  Alaskan 
development;  partly  it  is  caused  by 
disturbing  political  developments 
abroad  (Libya,  Peru  and  Bolivia); 
and  partly  by  the  probability  that  the 
new  tax  bill  will  reduce  the  depletion 
allowance.  I  consider  most  oil  stocks 
only  a  strong  "hold"  rather  than  ex- 
citing "buys,"  except  maybe  British 
Petroleum  and  Pacific  Petroleum. 

The  debacle  of  the  Penn  Central 
merger,  where  management  had  pre- 
dicted vast  savings  resulting  from 
elimination  of  duplicating  facilities, 
greater  efficiency,  tax  loss  benefits, 
etc.,  has  soured  many  investors  on  the 
entire  railroad  industry,  and  some 
technical  analysts,  who  still  pay  un- 
due attention  to  this  group,  have  been 
concerned  about  the  trend  of  the  mar- 
ket because  the  rails  have  failed  to 
"confirm"  the  action  of  the  industrials 
until  now.  Even  diversification,  a  la 
Northioesi  Industries,  has  turned  into 
failure,  at  least  so  far,  with  that  stock 
still  selling  at  less  than  one-third  of 
last  year's  high.  I  can  see  no  good  rea- 
son why  anyone  should  want  to  invest 
in  this  industry  where  the  labor  factor 
is  high,  where  rate  adjustments  come 
awfully  slowly,  and  where  desirable 
mergers  are  suffering  such  intermi- 
nable delays  that  expected  economic 
benefits  are  reduced  to  the  vanishing 
point.  I  would  make  exceptions  for 
three  Pacifies — Canadian,  Southern 
and  Union — which  are  meritorious 
holdings. 

The  stronger  conglomerates  had  a 
fine  comeback  and  remain  attractive. 
I  still  favor  International  Tel  6  Tel, 
Litton,  Walter  Kidde  and  Loews 
Theatres,  but  would  avoid  those  con- 
glomerates which  seem  to  have  over- 


reached their  financial  and  manage- 
ment capabilities  in  their  wild  and  in- 
discriminate acquisition  spree  of  the 
past  year. 

While  the  mutual  funds,  especially 
those  that  tried  to  outperform  every- 
one else,  get  all  the  publicity  and 
notoriety,  they  account  for  only  a 
minor  part  of  institutional  investing. 
It  is  their  high  rate  of  portfolio  turn- 
over and  their  impetuous  buying  and 
selling  which  create  the  impression  of 
tremendous  importance,  but  when  it 
comes  to  the  question  of  who  has  the 
most  new  money  to  invest,  the  buying 
power  rests  with  the  huge  agglomera- 
tion of  money  in  the  corporate  pension 
funds.  And  their  taste  is  uncompro- 
mising on  quality — not  necessarily 
stodgy,    but   not   highly   adventurous. 

Look  at  some  of  the  stocks  which 
have  been  making  new  highs  lately, 
not  just  1969  highs  but  all-time  highs: 
Procter  b-  Gamble,  Quaker  Oats  and 
Squibb  Beech-Nut,  Johnson  <b  John- 
son and  Avon  Products,  Merck  and 
Pfizer,  Polaroid  and  Xerox,  Georgia 
Pacific  and  Boise  Cascade,  Schlum- 
berger  and  Haliburton.  This  is  sophis- 
ticated investing  at  its  very  best,  and 
it  proves  once  again  that  one  need  not 
deal  with  stocks  of  dubious  quality 
like  Natomas  or  Parvin/ Dohrmann  to 
attain   good,   if  not   superior,   results. 

The  Leaders 

Some  people  believe  that  the  best 
bargains  can  be  found  among  the 
stocks  which  are  deeply  depressed  and 
are  still  selling  far  below  their  former 
highs.  This  may  be  true  in  some  in- 
stances, but  generalization  can  be 
dangerous,  just  as  it  is  a  false  assump- 
tion that  low-priced  stocks  have  a 
better  chance  for  large  percentage 
gains.  At  this  juncture  of  die  market, 
where  the  major  trend  appears  to  have 
changed,  the  main  criterion  should  be 
whether  a  stock  displays  at  least  an 
average  degree  of  resiliency.  If  it  con- 
tinues to  scrape  bottom  while  the  gen- 
eral market  advances  briskly,  such  an 
issue  is  not  likely  to  be  the  bargain  it 
appears  to  be  on  the  surface. 

On  the  contrary,  stocks  which  have 
been  acting  well  while  the  general 
trend  was  still  downward  are  likely  to 
remain  leaders  for  some  time.  In  this 
category  are,  for  instance,  North 
American  Phillips,  Fcdders  Corp., 
Combustion  Engineering,  Pittston  and 
Coastal  States  Gas.  I  still  consider 
these  stocks  attractive.  In  addition,  I 
favor  Singer  whose  Friden  office 
equipment  division  is  introducing  a 
number  of  new  machines  which,  hope- 
fully, will  add  lustre  to  earnings  in 
the  1970s.  A  dividend  payer  for  107 
years,  Singer  even  now  seems  fairly 
priced  at  about  17  times  estimated 
1969  earnings.  ■ 
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Dow  Theory  Forecasts  Offers  . . . 

^dvice  pn  the  3  Stocks 
Concerning  You  Most 


Would  you  like  to  have  our  buy,  sell,  hold 
advice  on  3  of  your  most  worrisome  issues? 

If  so,  fill  in  the  card  attached  and  mail  today. 
All  we  ask  is  that  the  stocks  be  confined  to  issues 
listed  on  a  major  U.  S.  exchange. 

You  will  receive  our  unbiased  advices  promptly. 
At  the  same  time,  you  will  receive  a  30  day  trial 
subscription  to  Dow  Theory  Forecasts — the  Service 
that  interpreted  a  Dow  Theory  bear  market  signal 
on  June  12  when  the  Dow-Jones  Industrial  Average 
fell  below  899.80,  closing  that  day  at  894.84.  (The 
market  fell  from  a  high  of  968.85  on  May  14  to  a 
low  of  801.96  on  July  29.) 

The  Dow  Theory  is  a  method  for  ascertaining 
bull  and  bear  market  trends  and  while  it  does  not 
directly  encompass  the  selection  of  individual 
stocks  nor  does  it  forecast  the  duration  of  market 
trends,  it  does  attempt  to  indicate  when  such  trends 
are  under  way  and  we  consider  it  in  our  selection 
of  individual  stocks.  There  is  no  guarantee,  of 
course,  that  future  results  will  be  profitable  or  will 
equal  past  performance. 

Find  out  more  about  the  Dow  Theory  by  return- 
ing the  attached  card  for  a  30  day  trial  to  Dow 
Theory  Forecasts. 

55  Value  At  Regular  Subscription  Rates 
This  30  day  trial  of  Dow  Theory  Forecasts  is  a 
S5  value  based  on  regular  subscription  rates  but 
you  receive  the  trial  PLUS  buy-sell-hold  advices 
on  your  stocks  for  only  SI  on  a  money-back 
guarantee. 

You  Also  Receive 
Finally,   you   will   also   receive   our  suggested 
sell-hold   recommendations   on   700   stocks   taken 
from   our   own   group   studies   (the   same   advices 
issued  all  clients),  a  copy  of  the  "First  Half  1970 


OUR  BUY-SEUHoT~^~~~ — ""~~— 


"kjCrip- 


. 
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Business  Outlook"  as  prepared  by  the  Indiana  Univer- 
sity Graduate  School  of  Business,  as  soon  as  it  is  off  the 
press,  and  a  copy  of  our  new  report  "Mini  Computers 
Face  Rapid  Growth."  Return  the  attached  card  today 
for  this  timely  package  of  investment  aids. 

New  Report 
"Mini  Computers   Face   Rapid  Growth" 

Mini  computers  is  one  of  the  fastest  growing  segments  of  the 
computer  field.  In  a  new  report  recently  issued  all  clients,  we  discuss 
this  field  and  5  of  the  prominent  companies. 

Receive  this  report  and  other  investment  aids  by  filling  out  and 
returning  the  attached  card  today.  Send  no  money.  We  will  bill  you. 
(Offer  open  to  new  subscribers  only.) 


MAIL  POSTPAID  REPLY  CARD  TODAY  for  all  this  information 


Included  in  the  weekly  Forecasts,  which  you  will  recei 
(not  every  one  is  covered  each  week): 

1.  THE  STOCK  SERVICE  DIGEST  —  a  weekly  con 

sensus  of  what  25  other  well  known  Investment 

Services  are  recommending. 

2.  WEEKLY  STOCK  MARKET  COMMENTARY  —  and 
what  action  we  recommend  that  you  take  each 
week  with  regard  to  the  market. 

3.  MODEL  STOCK  PORTFOLIOS  —  four  special  sug- 
gested portfolios  based  on  total  investments  of 
$1,000;    S5.000;    S10.000    and    $25,000. 

4.  MASTER  LIST  OF  INVESTMENT  AND  SPECULA- 
TIVE STOCKS  —  lists  for  both  the  conservative 
and  more  speculative   investors. 

5.  OVERSEAS  REPORT  —  Direct  from  London  each 
month. 

6.  GROWTH  STOCK  RECOMMENDATIONS- a  study 
of  stocks  that  we -believe  show  good  "growth" 
possibilities. 


ve  for  the  next  four  weeks,   are   the   following  features 

7.  OVER-THEGOUNTER  LIST  —  many  lesser-known 
stocks  sold  "over-the-counter,"  oftentimes  present 
opportunities  to  the  investor. 

8.  CURRENT  BUSINESS  OUTLOOK  —  a  regular  look 
at  current  trends  in  business,  industry  and  com- 
merce. 

9.  INDUSTRY  SURVEYS  —  certain  industries  that 
appear  to  us  to  have  potential. 

1  0.  OUR  BUY-SELL-HOLD-SWITCH  ADVICES— on  700 
individual  stocks. 

1  1 .  GROUP  STUDIES  —  shows  comparative  price  per- 
formances of  78  industries  and  over  600  stocks. 

12.  NEW  STOCK  RECOMMENDATIONS  —  These  are 
stocks  we  are  adding  to  our  list  —  and  why  they 
are  being  added. 

1  3 .  NEWS  HIGHLIGHTS  —  current  reports  on  certain 
recommended  stocks. 


DOW  THEORY  FORECASTS,  INC. 


P.  O.   Box  8309,  Chicago,    Illinois  60680 
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WHAT  MAKES 
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INVESTMENT  ADVISORY  SERVICE 

P 


All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion    changes    on    any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 

Wellesley  Hills,  Mass.  02181,  Oept.  F-292 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 


Name. 


Street  &  No.. 


City. 


.State. 


-Zip. 


BABSON'S  REPORTS 

Incorporated 

WELLESLEY  HILLS,  MASS.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


STOCK  TRENDS 

By  Myron  Simons 


How  To  Go  Broke  With 

Successful  Forecasting 


Wouldn't  you  like  to  have  a  comput- 
er— or  a  crystal  ball  or  Ouija  board — 
that  could  predict  today  exactly  how 
much  companies  would  report  as  earn- 
ings a  year  from  now?  Why,  you 
could  make  a  fortune!  Right? 

Don't  be  so  sure.  Suppose  you  had 
that  little  toy  Now  1,  1968  and  it 
showed  you  what  earnings  would  look- 
like  on  Oct.  29,  1969.  It  would  have 
shown  that  General  Motors  would 
have  nine-month-earnings  of  $4.17, 
up  from  $3.96  in  1968,  while  for  the 
same  period  Ford  would  show  a  de- 
cline to  $3.70  from  $4.23.  So  you  went 
out  and  acted  on  the  information. 
How  could  you  lose?  You  sat  back 
and  waited  for  the  profits. 

What  profits?  If  you'd  bought  Gen- 
eral Motors  at  87,  you  would  have  had 
a  loss  of  about  12  points,  because  on 
Get.  31,  1969,  it  sold  at  75.  Small 
comfort  that  Ford  would  have  given 
you  a  larger  percentage  loss — it  de- 
clined from  60  to  44J4\ 

Perhaps  the  thing  to  do  with  your 
machine  is  to  stick  to  the  glamour 
group.  But  then,  how  about  Occiden- 
tal Petroleum,  which  seemed  exciting 
at  the  beginning  of  November  last 
year,  when  it  sold  at  45?  Its  earnings 
came  through,  all  right — $2.37  for 
nine  months,  up  solidly  from  last 
year's  $1.53.  But  the  stock  had  a  nasty 
break  to  25%.  At  the  same  time,  Pitts- 
ton,  in  the  unglamorous  coal  business, 
went  from  53/2  to  71%  on  earnings  that 
were  down  slightly  for  the  nine 
months  to  $2.14  from  $2.19  in  the 
1968  period. 

Another  Way 

Try  still  another  technique  with 
your  machine.  Buy  companies  which 
are  going  to  have  large  increases  in 
earnings,  but  which  sell  at  moderate 
P/E  multiples.  Unhappily,  you  would 
have  missed  out  on  Polaroid,  which 
went  up  almost  27  points  (from  110 
to  136S)  although  its  nine-month  fig- 
ures were  only  4  cents  higher  than  last 
year's  $1.27;  but  you  would  have  been 
stuck  with  AMK,  already  a  low  P/E 
stock,  which  dropped  from  46  to  30?4 
on  substantially   higher   profits. 

I  could  go  on  with  examples,  some 
successful,   others   not.   The  point   is 

A  guest  columnist.  Mr.  Simons  is  research 
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that  not  even  an  exact  knowledge  of 
earnings  one  year  in  advance  would 
allow  infallible  prediction  of  the  price 
of  the  stock.  In  fact,  your  machine 
wouldn't  even  protect  you  against  loss. 
You  could,  with  its  impeccable  infor- 
mation, gradually  go  broke. 

Does  that  mean  that  earnings 
have  no  effect  on  the  price  of  a  stock? 
Of  course  not!  But  it  does  mean  that 
other  factors  are  involved  as  well; 
and  that  some  other  variables  are  at 
least  as  important  as  profits.  Usually 
more  important. 

The  Important  Variable 

The  simple  truth  is  that  the  price/ 
earnings  multiple  can  rise  or  fall  with 
far  more  rapidity  and  flexibility  than 
earnings.  And  that's  what  makes  any 
omniscience  about  future  earnings  fall 
so  far  short  of  infallibility  in  predict- 
ing stock  prices.  So,  what  makes  P/E 
ratios  rise  and  fall?  The  answer  is: 
Expectations  do. 

And  that's  the  rub.  Expectations 
may  be  one  thing  when  you  buy  a 
stock  and  quite  another  when  you're 
ready  to  sell  it.  To  make  a  correct 
forecast  of  the  price  of  the  stock,  we 
not  only  have  to  know  the  earnings, 
but,  even  more  important,  we  have  to 
know  what  people's  expectations  will 
be,  not  when  we  buy,  but  at  the  time 
we  want  to  sell.  It's  this  simple:  If 
expectations  deteriorate,  the  P/E  mul- 
tiple can  force  the  price  of  the  stock 
down,  even  if  the  earnings  were  up 
for  the  holding  period;  or  if  the  fu- 
ture looks  wonderful,  the  P/E  multiple 
can  put  a  stock  up,  in  spite  of  the  fact 
that  recent  earnings  growth  was  lack- 
luster. So,  even  with  a  crystal  ball, 
you  have  to  make  a  forecast  about  the 
feeling  for  the  future  at  that  time  in 
the  future  when  you  will  want  to  sell 
your  stock. 

One  way  to  do  this  is  to  tiy  to 
visualize  the  general  economic  and 
political  climate  a  year  from  now. 
Sound  difficult?  It  is.  That's  what 
makes  it  hard  to  get  rich  in  the  stock 
market.  It's  quite  an  art  to  make  a 
prediction  about  what  other  people 
will  be  feeling  some  time  in  the 
future.  But,  when  you  get  down  to  it, 
it's  the  only  way  to  make  money  in 
the  market.  Stop  dreaming  about  that 
wonderful  computer!  ■ 
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How  much  can  making  the  wrong 
decision  about  a  stock  cost  you? 

100?  1,000?  10,000?  More? 


MOODY'S  "Handbook  of 
Common  Stocks"  costs  only  $12. 

Its  1056  pages  are  filled  with  facts, 
charts  and  opinions  to  help  you  make 
sound  decisions  about  hundreds  of 
stocks. 


Practically  every  stock  listed  on  the  New  York  Stock 
Exchange  is  covered.  As  well  as  practically  every 
stock  listed  on  the  American  Exchange.  Plus  many 
important  unlisted  stocks.  2169  stocks  in  all! 

Latest  available  data  given  for  2169  stocks  include : 


Nature  of  Business 
Ticker  Symbol 
Revenues 
Working  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price-Earnings  Ratio 


Dividend  Payments 

Period 

Record  Date 

Payment  Date 

Last  Amount 
Average  Yield 
Price  Range  (Recent) 
Price  Range  (10  years) 


Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 

Even  more  information  is  given  for  1010  .widely 
eld  stocks.  A  full  page  is  devoted  to  each. 

The  Comment  at  the  top  of  the  page  immediately  gives 

Moody's  opinion  of  the  company's  potential  and  quality 

{High,  Investment,  or  Medium   Grade,  or  Speculative). 

Succinct  paragraphs  describe  the  company's  Background, 

Recent  Dev<  lopmt  nts,  and  Prospects. 

"Figures  are  jjiven  not  only  for  all  the  categories  noted 

above  but  for  Cash  Flow,  Net  Income,  Operating  Profit 

Margin,  and  Dividend  Payout  as  well.  In  each  category, 

where  appropriate,  the  data  is  given  for  each  year  for 

eleven  years. 

Also  included  are  Number  of  Stockholders,  etc. 

The  price  movements  of  each  of  these  1010  stocks 
are  charted  for  many  years— in  most  cases  for  the 
past  16  years. 

On  each  chart  there  are  two  additional  trend  lines:  One 
is  Moody's  Industrial  Average.  The  other  is  the  industry 
group  average. 

In  addition,  the  company's  earnings  and  dividends  per 
share  are  shown  along  with  the  year  on  each  chart  so  that 
you  readily  relate  earnings  and  dividend  changes  to  price 
trends. 
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Moody's  Industrials,  Utilities  and  Railroads  are 
each  separately  plotted  against  earnings  and  divi- 
dends from  1929  on. 

And  an  introductory  section  defines  terms,  describes 
what  you  can  tell  from  the  tables,  besides  briefly 
summarizing  factors  pertaining  especially  to  (a) 
railroads  and  airlines  (b)  utilities  (c)  investment 
companies  (d)  insurance  companies. 

Haven't  you  often  wished  you  had  these  facts, 
charts,  and  unbiased  opinions  right  on  hand  ? 

Wouldn't  owning  Moody's  Handbook  of  Common 
Stocks  help  reduce  the  possibilities  of  your  making 
wrong  decisions  about  what  stocks  to  buy?  And 
which  to  sell  ?  Isn't  it  likely  that  Moody's  Handbook 
will  prove  to  be  worth  many  times  its  price  of  $12? 

The  sooner  you  send  for  the  Handbook,  the  sooner 
it  can  help  you  make  sound  decisions.  Mail  the  cou- 
pon today. 


HU  MOODY'S  INVESTORS  SERVICE.  INC. 
99  Church  Street,  New  York,  New  York  10007 

Please  send  me  Moody's  Handbook  of  Common  Stocks  con- 
taining vital  facts  on  2169  stocks. 

□  Bill  me  $12  plus  a  nominal  amount  for  postage  and  han- 
dling. If  not  completely  satisfied,  I  will  return  the  book  within 
10  days  without  cost  or  obligation. 

□  I  want  to  save  postage  and  handling  cost.  Check  for  $12  is 
enclosed.  If  I  am  not  completely  satisfied,  I  will  return  the  book 
within  10  days,  and  Moody's  will  promptly  refund  $12  to  me. 


Name  (printed) 


City 


State 


Zip  Code 

170-69 


_J 
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How  to  have 

your  portfolio  of 

$5,000  to  $50,000 

supervised  for 

capital  growth 

objectives 

Here  are  the  five  simple  steps  you 
take  to  benefit  from  the  Danforth 
Associates  Investment  Manage- 
ment Plan: 

1.  Write  us  now  for  a  42-page 
booklet  describing  this  tested  plan. 
No  obligation.  No  one  will  call 
you.  We  serve  clients  all  over  the 
world  (in  at  least  55  countries) 
solely  by  correspondence. 

2.  Study  our  methods  and  goals. 
See  how  we  will  try  to  help  your 
money  grow  by  carefully  selecting 
and  supervising  your  investments 
in  leading  common  stocks.  Com- 
pare the  10-year  "Performance 
Record"  of  all  the  funds  we  have 
managed. 

3.  Send  us  a  "Request  Form"  tell- 
ing the  amount  of  cash  or  securities 
you  want  us  to  manage,  how  you 
want  dividends  and  fees  handled 
and,  if  you  wish,  a  little  data  on 
your  own  financial  plans. 

4.  Open  your  own  account  with  a 
large  NYSE  Member  Firm  which 
has  one  office  serving  Danforth 
clients  only.  Deposit  your  cash 
and/ or  securities  in  this  account 
and  give  them  limited  power  to  ac- 
cept instructions  from  us  —  with  all 
transactions  to  be  made  only  in 
your  name. 

5.  From  here  on,  our  analysts  will 
make  decisions  to  try  to  help  your 
capital  grow  as  fast  as  possible  con- 
sistent with  reasonable  precautions. 
As  in  any  selection  of  investments, 
losses  do  and  will  occur,  but  you 
will  know  their  decisions  promptly. 
You  receive  monthly  accountings 
and  quarterly  evaluations.  You  can 
withdraw  at  any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  pro- 
viding capital  growth  supervision 
to  portfolios  starting  with  from 
$5,000  to  $50,000.  To  take  your 
first  step  now,  simply  write  "send 
booklet"  with  your  name  and  ad- 
dress   and   mail   to    Dept.   J-79. 

Danforth  Associates 

Wellesley  hills,  Mass.,  us.a.  oh8i 

Investment  Management   .    Incorporated  I936 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Technical  Analysis  Reappraised 


As  we  approach  the  start  of  a  new 
decade,  it  seems  appropriate  to  take  a 
fresh  look  at  technical  stock  market 
analysis  in  an  investment  world 
marked  by  great  changes  over  the  past 
ten  years.  These  changes,  in  my  view, 
have  called  for  a  decided  shift  in  the 
thrust  of  the  technical  approach  to  in- 
vestment timing  and  selection. 

The  "technical  analysis  of  stock 
trends"  (to  borrow  the  title  of  Ed- 
wards and  Magee's  popular  book) 
originally  was — and  largely  still  is — 
the  trend-following  outsider's  attempt 
to  become  an  insider  in  the  stock  mar- 
ket. It  dates  back  some  70  to  75  years 
to  some  speculator's  effort  to  profit 
from  insider  manipulation  by  detect- 
ing evidence  thereof  within  the  price 
movement  itself.  Having  scored  some 
success  in  this  pursuit,  it  flour- 
ished until  stock  manipulation  was 
outlawed  about  35  years  ago.  Since 
then,  the  basic  premises  of  technical 
analysis  have,  in  essence,  been  1 )  that 
a  stock's  price  movement  could  still  be 
counted  on  to  reflect  valuable  infor- 
mation possessed  only  by  knowledge- 
able insiders;  and  2)  that,  even  when 
a  price  trend  mirrored  nothing  more 
rational  than  the  mass  mania  of  inves- 
tors and  speculators,  it  was  still  amen- 
able to  technical  analysis. 

However,  in  the  past  decade  or  so, 
the  "insider"  premise  has  suffered  pro- 
gressive, serious  erosion.  Research  be- 
came the  watchword,  and  no  less  than 
10,000  to  15,000  professional  security 
analysts  are  now  said  to  be  keeping 
close  track  of  corporate  developments. 
This  work  force  averages  out  to  six  to 
ten  men  for  every  common  stock  listed 
on  the  New  York  Stock  Exchange, 
which  means  that  the  outsider-insider 
"gap"  has  been  narrowed  greatly,  if 
not  all  but  obliterated,  for  most  of  our 
actively  traded  stocks. 

With  the  government-backed  drive 
for  fuller  and  more  prompt  disclosure 
of  corporate  information,  stock  prices 
have  tended  to  respond  ever  more 
quickly  to  changing  developments  and 
shifting  opinions.  Or,  as  the  econo- 
mists say,  the  stock  market  has  been 
getting  more  efficient.  Consequently, 
that  part  of  the  price  movement  that' 
the  trend-following  technician  could 
attribute    to    "insider"    dealings    pie- 


Mr.    Schulz    is    a    partner    in    the    New 
Stock  Exchange  firm  of  Wolfe  &  Co. 
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sumably  has  become  ever  shorter. 
Also,  the  campaign  of  the  Securities 
&  Exchange  Commission  to  make 
"trading  on  privileged  information  il- 
legal for  insiders  should  tend  to  re- 
duce the  significance  of  this  titillating 
trend  segment  still  further. 

Communications  have  accelerated 
also  in  the  area  of  technical  analysis 
itself.  Computers  are  programmed  for 
nearly  every  "rule"  formulated  by 
Edwards  and  Magee  and  by  other 
technicians  striving  to  sharpen  the 
tools  of  their  trade.  They  are  being 
programmed,  moreover,  to  apply  these 
criteria  to  any  and  all  stocks  and  so  to 
fire  off  in  minutes  more  buy  and  sell 
"signals"  than  slide  rule  and  pencil 
could  produce  in  a  year.  Computeriza- 
tion thus  has  served  to  make  the  stock 
market  more  efficient  on  the  technical 
side  as  well.  By  the  same  token,  how- 
ever, even  the  most  cleverly  designed 
computer  "signals"  should  tend  to 
become  self-stultifying  as  the  time  for 
exploiting  them  shrinks  toward  zero 
in  our  increasingly  competitive  market. 

A  Totally  Efficient  Market? 

We  seem,  in  other  words,  to  be 
making  rapid  strides  toward  a  totally 
efficient  stock  market,  where  prices  ad- 
just instantly  to  both  corporate  news 
and  technical  signals  and  then 
meander  at  random,  with  past  price 
fluctuations  having  no  relevance  for 
future  fluctuations,  until  fresh  news  or 
signals  are  received.  But  because  in- 
vestors also  act  on  future  expectancies, 
which  are  usually  matters  of  varying 
interpretation,  there  is  probably  no 
realistic  prospect  that  the  market  will 
ever  become  totally  efficient.  Even 
so,  the  market's  improved  efficiency 
has  clearly  required  a  de-emphasis  of 
trend-following  techniques  and,  in- 
stead, a  heightened  effort  to  anticipate 
new  price  trends.  What  this  may 
mean  for  technical  analysis  I  will  ex- 
plore in  the  next  issue. 

I  continue  to  think  that  a  bear  mar- 
ket ended  last  July  near  Dow  800. 
However,  I  also  suspect  that  the  re- 
covery trend  that  became  obvious  in 
October  will  be  interrupted  in  the 
high  800s  of  the  Dow  and  that  the 
over-all  price  movement  will  then  fluc- 
tuate in  a  trading  range,  perhaps 
astride  Dow  850  before  another  sub- 
stantial advance  sets  in.  ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Unexploited  Issues 


I  continue  to  belieye  that  the  key 
problem  is  perhaps  more  with  stocks 
than  with  the  stock  market.  It  would 
be  quite  unrealistic  to  expect  last  win- 
ter's sins  of  ommission  and  commis- 
sion to  be  repeated.  Thus,  some  of  the 
previous  speculative  casualities  are 
likely  to  remain  disappointments — 
and  there  undoubtedly  will  be  new 
ones,  too.  In  this  connection,  I  see 
growing  evidence  in  support  of  my 
previously  expressed  view  that  a  shift 
in  issue  emphasis  would  take  place 
within  the  framework  of  the  averages, 
a  shift  to  the  unexploited  issues  with 
good  earnings  visibility  for  1970. 
Significantly,  this  can  be  found  in 
companies  that  do  not  necessarily  fit 
the  popular  definition  of  possessing 
specially  assured  earnings  growth. 

Illustrative  of  the  point,  Amhac 
(around  22  with  a  1968-69  range  of  34- 
15,  paying  50  cents)  has  entered  an 
exciting  chapter  in  its  corporate  history. 
For  one  thing,  adoption  of  the  com- 
pany's navigation  system  for  the  Lock- 
heed airbus  means  a  new  and  strong 
foothold  in  the  commercial  avionics 
market  which  should  grow  rapidly 
after  1970.  Second,  a  new  contract  to 
supply  diesel  fuel  injection  systems 
from  a  plant  that  will  be  built  in 
Europe  should  eventually  double  the 
size  of  this  fast-growing  division.  Al- 
though about  20%  of  the  company's 
total  volume  is  Vietnam-oriented, 
growth  in  a  medical  instruments  di- 
vision and  in  other  operations  should 
more  than  offset  coming  defense  cut- 
backs. While  1969  earnings  may  only 
duplicate  1968's  $1.50-per-share,  I 
see  some  earnings  progress  in   1970. 

In  a  more  speculative  vein,  I  can 
enthuse  about  the  long-term  risk-re- 
vtfard  possibilities  in  North  American 
Coal  (around  17,  paying  60  cents  with 
a  1968-69  range  of  30-15)  on  the 
grounds  that:  1)  While  this  year's 
earnings  (after  a  20-cent  to  25-cent 
per-share  nonrecurring  charge)  may 
barely  cover  the  dividend,  the  decline 
from  last  year's  $1.23-per-share  profit 
was  due  almost  exclusively  to  a  series 
of  wildcat  strikes  that  "cost"  the  com- 
pany over  10%  of  its  output.  2)  As- 
suming freedom  from  labor  interrup- 
tions, the  long-term  contracts  now  on 
hand  point  to  a  roughly  30%  increase 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  ft  Co. 


in  next  year's  output  and  an  earnings 
potential  of  perhaps  $1.50  per  share. 
3)  I  see  further  gains  in  1971-72; 
the  new  mines  being  developed  for 
new  utility  customers  (the  utility 
industry  accounts  for  over  80%  of  out- 
put) should  then  be  in  full  operation. 
Nationalization  of  Gulf  Oil's  prop- 
erties in  Bolivia  naturally  has  raised 
some  questions  with  respect  to  the 
status  of  the  pipeline  William  Bros,  is 
building  for  Gulf  Oil  and  the  Bolivian 
government.  As  I  understand  it,  the 
only  question  involved  is  the  loss  of  a 
potential  profit,  which  I  believe  might 
have  been  somewhere  between  12 
cents  and  24  cents  per  share.  This, 
however,  does  not  change  the  pros- 
pect that  1970  should  be  a  better  year 
for  Williams  Bros,  and  1969  probably 
will  be  an  all-time  record  in  the  area 
of  $2.75  per  share  as  compared  with 
S2.38  in  1968  (before  conversions). 
For  one  thing,  the  pipeline  construc- 
tion outlook  is  strong  throughout  the 
world,  the  company's  newly  acquired 
subsidiaries  should  be  a  good  earnings 
plus  next  year,  and  bids  on  the  new 
Alaskan  pipeline  project  are  to  be 
submitted  by  the  time  Forbes  is  dis- 
tributed. I  believe  Williams  Bros,  will 
receive  some  of  this  business,  and  this 
project  could  involve  a  huge  amount 
of  business  over  the  next  three  years. 

Favorable   Factors 

Some  favorable  factors  exist.  Thus 
foreign* capital  once  again  is  flowing 
into  our  markets.  Also,  the  inevitable 
time  lag  between  shifts  in  monetary 
policy  and  their  impact  on  the  econ- 
omy almost  "guarantees"  a  change  in 
policy  some  time  next  year.  We  are 
committed  to  phasing  out  the  war  in 
Vietnam,  accompanied  by  reduced  in- 
flationary pressures.  Finally,  there  is  a 
possibility  that  1970  will  show  con- 
tinued over-all  prosperity,  albeit  with 
less  over-all  economic  growth. 

I  continue  to  believe  that  there  is 
no  need  for  a  major  policy  decision  at 
this  time.  If  the  time-proven  premise 
that  stock  prices  rise  when  busi- 
ness declines  is  to  become  suspect,  the 
evidence  will  develop  later.  Conse- 
quently, I  continue  to  encourage  an 
interest  in  the  stocks  with  a  special 
•story  and  view  any  average-wise 
hesitation  as  part  of  a  necessary  and 
healthy  pause  for  refreshment.  ■ 
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hMANAGEMENT 

YOU 

CAN  NOW  GET 
COMPUTER- 
BASED 
SUPERVISION 
FOR YOUR 
PORTFOLIO 

of  $10,000  or  more. 
Spear  &  Staff  has  developed  a 
practical  way  for  your  portfolio  to 
be  put  under  professional  super- 
vision. Serving  clients  in  all  50 
states  and  in  45  foreign  countries, 
we  employ  the  skills  of  our  invest- 
ment specialists,  expert  research 
and  modern  electronic  computers 
to  analyze  facts  and  help  make 
timely  decisions. 

Our  Decision  Management  Plan 
has  proved  particularly  helpful  in 
achieving  capital  growth  for  inves- 
tors with  capital  ranging  from 
$10,000  upwards  —  men  and 
women  who  appreciate  the  risks 
and  seek  the  rewards  of  a  profes- 
sionally-managed common- 
stock  portfolio. 

To  learn  more  about 
how  Decision  Man-  t 
agement  can  help 
you,  let  me  send 
you  the  32-page 
fact-filled  compli- 
mentary booklet 
"Declare  Your 
Own  Dividends." 


& 


SPEAR 
&STAFFINC 

Dept.   MF-D01 

Investment  Management  Division, 

Babson  Park,  Mass.  02157 

Yes,  I  am  interested  in  Roger  E.  Spear's 
DECISION  MANAGEMENT  PLAN  for 
accounts  of  $10,000  or  more.  Mail  me 
at  once,  without  cost  or  obligation, 
your  complimentary  32-page  booklet 
"DECLARE  YOUR  OWN  DIVIDENDS." 
Confidentially,  my  account  would 
amount  to  about  $ — — 


Name 

Street 

City State. 


-Zip. 
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fa.F.Goodrich/ 


$100,000,000 

The  B.  F.  Goodrich  Company 

&V4%  Sinking  Fund  Debentures  due  November  15,  1994 


Price  100% 

plus  accrued  interest 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  ot  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  regularly 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  ot  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co. 
The  First  Boston  Corporation     Kuhn,  Loeb  &  Co       Blyth  &  Co.,  Inc.      Drexel  Harriman  Ripley 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co.  Glore  Forgan,Wm.  R.  Staats  Inc. 

Halsey,  Stuart  &  Co.  Inc.       Hornblower  &  Weeks-Hemphill,  Noyes       Kidder,  Peabody  &  Co. 
Lazard  Freres  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber,  Jackson  &  Curtis 

Salomon  Brothers  &  Hutzler       Smith,  Barney  &  Co.       Stone  &  Webster  Securities  Corporation 


Wertheim  &  Co.  White,  Weld  &  Co. 

American  Securities  Corporation 


Dean  Witter  &  Co 
Bache  &  Co. 


Allen  &  Company 

Incorporated 

Bear,  Stearns  &  Co. 


A.  G.  Becker  &  Co.       Alex.  Brown  &  Sons       Burnham  and  Company       Clark,  Dodge  &  Co. 

Incorporated  Incorporated 

Dick  &  Merle-Smith  Dominick  &  Dominick,  Francis  I.  duPont,  A.  C.  Allyn,  Inc. 

Incorporated 

Equitable  Securities,  Morton  &  Co.        Goodbody  &  Co.        Hallgarten  &  Co.        Hayden,  Stone 

Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.  W.  E.  Hutton  &  Co.  Ladenburg,  Thalmann  &  Co. 

W.  C.  Langley  &  Co.      F.  S.  Moseley  &  Co.      John  Nuveen  &  Co.      Piper,  Jaffray  &  Hopwood 

(Inc.)  Incorporated 

R.W.  Pressprich  &  Co.      Reynolds  &  Co.      L.  F.  Rothschild  &  Co.      Shearson,  Hammill  &  Co. 

Incorporated  Incorporated 

Shields  &  Company  Spencer  Trask  &  Co. 

Incorporated  Incorporated 

G.H.  Walker  &  Co.  Walston  &  Co.,  Inc. 

November  14,  1969. 


Tucker,  Anthony  &  R.  L.  Day 
Wood,  Struthers  &  Winthrop 
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KAMPGR0UNDS  FRANCHISE 

A  moneymaker!  Largest  international  system  of 
franchised  campgrounds,  produces  exceptional 
earnings  from  modest  investment.  Strong  na- 
tional advertising,  proven  operating  methods. 
Over  300  campgrounds  now  operating,  another 
300-plus,  in  construction,  planning  stages  In- 
quire now  while  top  franchise  locations  are  still 
available: 

KAMPGROUNDS  OF  AMERICA,  INC. 

P.  O.  Box  1138-F 

Billings,  Montana  59103 


One  out  of 
every  24  subscribers 
to  Forbes  Magazine 
is  a  millionaire. 

Do  they  read  it 
because they are? 

Or  are they 
because  they  read  it? 

FORBES:  CAPITALIST  TOOL 


THE  FUNDS 


Painting  Honorable  Tape 

While  American  and  European 
businessmen  fret  about  Japanese  trade 
competition,  the  Japanese  worry  about 
American  and  European  competition 
for  stocks  (see  p.  21).  Big  as  it 
is,  the  Japanese  stock  market  isn't  big 
enough  to  absorb  all  the  money 
foreign  investors  would  like  to  pour 
into  Japan's  booming  businesses.  The 
Japanese  are  afraid  this  kind  of  buy- 
ing could  result  in  control  passing  into 
foreign  hands.  And  they  are  worried 
about  an  explosive  runup  in  stock 
prices  as  huge  amounts  of  foreign 
capital  bid  for  a  relatively  limited 
amount  of  stock. 

Thus  the  Japanese  Ministry  of 
Finance  generally  limits  foreign  hold- 
ings of  any  Japanese  stock  to  20%  of 
the  outstanding  (15%  for  sensitive  en- 
terprises such  as  public  utilities).  The 
20%  limit  is  not  a  matter  of  law  but  a 
government  definition  of  the  danger 
point;  it  apparently  derives  from  the 
Japanese  practice  of  giving  corporate 
representation  to  a  25%  stockholder. 

The  limitation  is  enforced  by  re- 
quiring foreigners  to  get  a  "validation 
certificate"  before  taking  legal  posses- 
sion of  a  Japanese  stock.  Normally 
such  certificates  are  issued  routinely 
after  a  purchase  order  is  executed.  But 
when  foreign  holdings  approach  the 
limit  in  any  given  stock,  the  Bank  of 
Japan  serves  notice  that  all  would-be 
foreign  purchases  must  get  advance 
permission  good  for  only  one  week. 

What  happens  to  the  price  of  a 
stock  put  on  the  one-week  list?  In 
theory,  at  least,  it  should  rise  as 
foreigners  scramble  to  get  a  position 
before  they  are  cut  off;  react  down 
after  the  cutoff;  and  then  recover  as 
Japanese  investors  realize  they  can 
buy  it  for  less  than  U.S.  investors  are 
paying  for  the  limited  supply  avail- 
able in  New  York.  But  the  Tokyo  ex- 
change is  about  as  responsive  to  small 
clues  as  a  geisha,  and  a  Japanese  stock 
approaching  the  cutoff  may  or  may 
not  follow  the  expected  pattern. 

One  that  seemed  to  was  Matsushita 
Electrical,  the  equivalent  of  AT&T 
for  the  small  Japanese  investor.  Of 
the  "three  Cs"  being  acquired  by  Ja- 
pan's increasingly  affluent  consumers 
— color  TV,  cooler  (Japanese-English 
for  air  conditioner)  and  car — Matsu- 
shita makes  the  first  two.  Sizable  pur- 
chases by  Keystone  Funds  last  spring 
are  credited  with  pushing  Matsushita's 
price  up  from  500  yen  (about  $1.40) 
to  850  yen  (about  $2.30)  in  early 
June,  after  which  it  fell  back  to  588 
yen  in  a  general  decline. 
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This  attracted  heavy  buying  in 
August  by  the  Dreyfus  Fund,  whose 
$100  million  in  recent  Japanese  stock 
purchases  include  20  million  shares  of 
Matsushita.  On  rising  volume,  the 
price  rose  to  875  yen  until,  on  Sept.  20, 
the  Finance  Ministry  cut  off  foreign 
buying  of  Matsushita  (and  16  other 
stocks  approaching  the  20?  limit). 
This  depressed  the  price  to  816  yen, 
but  it  lias  since  risen  to  Oil   ven. 

On  the  Other  Hand.   .   .  . 

By  contrast.  Sony  followed  nothing 
like  the  expected  pattern.  The  favorite 
of  foreign  investors,  Sony  was  the  first 
Japanese  stock  to  be  closed  to  foreign- 
ers, back  in  1967.  But  the  cutoff  ma- 
chinery worked  so  poorly  on  its  first 
trial  that  foreigners  succeeded  in  get- 
ting over  20?  of  Sony,  largely  because 
more  advance  permissions  were  exer- 
cised than  had  been  expected.  The 
price  actually  jumped  after  the  cutoff, 
from  697  yen  in  May,  1967,  the 
month  before  the  cutoff,  to  884  yen 
in  June,  the  cutoff  month,  to  915  yen 
in  July,  to  934  yen   in  August 

The  Japanese  investors  who  were 
pushing  the  stock  up  were  encouraged 
by  the  common  knowledge  that  Masa- 
ru  Ibuka,  Sony's  international-minded 
president,  was  urging  the  government 
to  retreat  from  the  20'-  limit.  In  April 
1969,  he  succeeded:  The  Ministry 
opened  the  door,  but  so  intense  was 
the  foreign  rush  that  foreign  holdings 
increased  to  305!  within  a  few  days 
and  the  Ministn  hastily  closed  it 
again.  Their  appetite  whetted.  Tokyo 
speculators  kept  buying  in  hopes  the 
Finance  Ministrj  would  open  up 
again,  and  they  were  not  disappointed. 
In  June  1969,  Sony  was  again  opened, 
but  so  severe  was  the  rush  this  time 
that  the  door  was  slammed  within 
a  few  hours. 

It  is  likely  to  stay  slammed,  but 
look  at  what  has  happened  to  Sony's 
price.  In  mid-October,  the  stock  hit 
over  S10  per  share,  a  gain  of  more 
than  450?  in  about  30  months,  and 
kept  right  on  climbing.  On  October  20 
it  hit  $16.25  before  lulling  back  to 
$13.88  by  mid-November — still  more 
than  seven  times  the  price  it  com- 
manded the  month  before  foreign 
purchasing  was  first  cut  off,  in  the 
spring  of  1967. 

Strictly  speaking,  of  course,  this  is 
not  so  much  the  result  of  foreign  buy- 
ing as  of  Japanese  domestic  specula- 
tion. And  this  has  Japanese  business- 
men and  government  officials  worried. 
Here  the  11.25?  U.S.  interest  equiliza- 
tion  tax  on  purchases  of  foreign 
securities  by  U.S.  citizens  plays  an  im- 
portant though  unintended  role.  Be- 
cause of  it,  a  Japanese  share  in  the 
hands  of  a  U.S.  owner  is  worth  more  if 


This  advertisement  is  neither  an  offer  to  sell,  nor  a  solicitation  of  an  offer  to  buy,  any  of  these  securities. 
The  offering  is  made  only  by  Ike  Prospectus. 

November  13,  1969 


200,000  Shares 

Baldwin  &  Lyons,  Inc. 

Common  Stock 

INo  Par  Value) 

Of  the  200,000  shares  of  Common  Stock  offered,  150,000  shares  are  to  be  issued  and  sold  by 
the  Company  and  50,000  shares  are  to  be  sol'd  by  certain  stockholders  of  the  Company. 


Price  $11  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the 
undersigned  as  may  lawfully  offer  these  securities  in  this  State. 


Walston  &  Co.,  Inc. 
Bache  &  Co.  Clark,  Dodge  &  Co.  Dominick  &  Dominick, 

Incorporated  Incorporated  Incorporated 

Goodbody  &  Co.         Ladenburg,  Thalmann  &  Co.         Shields  &  Company 

Incorporated 

Rateman  Eichler,  Hill  Richards      Blair  &  Co.,  Inc.      J.  C.  Bradford  &  Co. 

Incorporated  Incorporated 

Butcher  &  Sherrerd     Crowell.Weedon  &  Co.     Fulton,  Reid  &  Staples,  Inc. 


H.  Ilentz  &  Co.  Iliisi.li  &  Co. 

Rauscher  Pierce  &  Co.,  Inc. 

Baer  Securities  Corporation     R.  G.  Dickinson  &  Co.    Filor,  Bullard  &  Smyth 


Mitchum,  Jones  &  Templeton 

Incorporated 

C.  E.  Unterberg,  Towbin  Co. 


Roose,\Vade&  Company   Suplee.Mosley.Close&Kerner   TPO Incorporated 

Incorporated 

Burton  J.  Vincent  &  Co. 


T.  R0WE  PRICE 
GROWTH  STOCK 
FUND,  IMC. 

>.  1)50 

A  MQ-L0AD  FUND 

Investing  in  stocks 

carefully  selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center,  Dept.B 
Baltimore,  Md.  21201 


NO  SALES  CHARGE 
NO  REDEMPTION  CHARGE 
100  %  of  your  money  is  invested 
for  you  for  growth  possibilities 
in  the  broad  field  of  ENERGY 

•  nuclear  power  •  electronics 

•  data  processing  •  oil  •  aerospace 

•  communications,  etc. 
Only  $100  initial  investment. 


SELF-EMPLOYED  RETIREMENT  PUNS 
ENERGY  FUND  is  a  qualified 
investment  under  Keogh  Act. 


It 

I 
I 
I. 


EMPLOYEE  PROFIT  SHARING 
PENSION  PLANS 

available  with  Energy  Fund. 


RALPH  E.  SAMUEL  I.  CO.,  Distributer 

Members  N.Y.  Stock  Exchange 

55  Broad  St.,    New  York  10004  Oept. 

(212)  344-5300 

Please  send  me  the  Free  prospectus 
and  literature  on  ENERGY  FUND. 


NAME 

ADDRESS. 


-ZIP. 
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HOW  DOES  YOUR 
MUTUAL  FUND  RATE? 

Let  FundScope's  ratings  show  you 

Now,  just  off  the  press  and  not  available  anywhere  else  EXCLUSIVE  UNIQUE  PERFORMANCE 
RATINGS  BY  FUNDSCOPE,  the  nation's  leading  mutual  fund  magazine.  380  mutual  funds 
are  rated  by  investment  objectives,  including  No-Load  funds,  Go-Go  funds,  and  funds  little 
known  except  to  professional  investors. 

You'll  probably  be  surprised  to  see  that  of  the  380  mutual  funds  covered  regularly  by 
FundScope  ONLY  13  ARE  RATED  ABOVE  AVERAGE  FOR  GROWTH,  INCOME,  AND  STABILITY 
combined ...  22  are  rated  above-average  for  GROWTH  &  INCOME. . .  20  are  rated  above- 
average  for  GROWTH  &  STABILITY ...  95  are  rated  by  FundScope  as  above-average  for 
GROWTH... 95  are  rated  above-average  for  INCOME...  102  are  rated  above-average  for 
STABILITY... and  of  380  mutual  funds  68  ARE  RATED  AS  ABOVE-AVERAGE  FOR  INCOME 
AND  STABILITY.  FUNDSCOPE  NAMES  ALL  OF  THESE  FUNDS. 

You  can  pick  out  the  better-than-average  performers  in  all  seven  major  investment 
objectives  through  the  use  of  FundScope's  simple  exclusive  performance  tables.  Also,  at 
a  glance  you  can  see  the  top  10%  in  performance  for  various  time  periods.  SEE  EXACTLY 
HOW  YOUR  FUND  RATES  IN  COMPARISON  WITH  OTHERS.  From  FundScope's  tabulations  you 
may  learn  of  funds  that  never  make  a  top  10%  list  but  are  relatively  consistent  above- 
average  or  near-average  performers  for  capital  appreciation,  for  yield  income,  and  for 
price  stability. 

PLAN  FOR  THE  FUTURE? 
PROFESSIONAL  CORPORATIONS 
Also  in  this  issue  is  an  enlightening  study  of  the  professional  corporation  concept.  FundScope 
analysis  reveals  the  31  states  which  allow  all  professionals  to  incorporate  and  the  16  states 
limiting  personal  corporations  to  certain  professionals.  The  article  discusses  the  various  defini- 
tions of  a  professional  and  the  way  a  professional  corporaton  works.  It  lists  specific  examples 
of  the  available  tax  advantages  as  compared  with  the  Keogh  plan.  Several  types  of  programs 
available  to  professional  corporations  through  prototype  plans  are  explained  including  profit- 
sharing  plans,  thrift  plans,  money  purchase  pension  plans,  fixed  benefit  pension  plans,  and  tax 
sheltered  salary  savings  plans. 

YOUR  INVESTMENT  GOAL 

If  your  goal  is  successful  performance  from  mutual  funds,  let  FundScope  provide  you  with  the 
facts  contained  in  its  December  issue.  NO  OTHER  PUBLICATION  IS  LIKE  FUNDSCOPE.  IT  PRE- 
SENTS INFORMATION  NOT  AVAILABLE  ANYWHERE  ELSE -AT  ANY  PRICE.  Before  you  make  any 
important  decisions  regarding  mutual  funds,  you  owe  it  to  yourself  to  see  why  each  month  over 
20,000  investors,  brokers  and  money  managers  from  every  state  and  48  foreign  nations  read 
FundScope.  Now  in  its  12th  year,  this  independent  mutual  fund  bible  helps  point  the  way  toward 
more  intelligent  investing.  FUNDSCOPE  COVERS  380  MUTUAL  FUNDS.  THIS  IS  BY  FAR  THE  MOST 
COMPREHENSIVE  REGULAR  COVERAGE  AVAILABLE  TO  THE  PUBLIC.  Whether  you  want  to  see 
exactly  how  your  fund  performed  as  compared  with  others,  or  you  want  more  facts  before  you 
consider  buying,  selling  or  switching  any  funds,  you'll  find  exclusive  unbiased  material. 

SPECIAL  OFFER  (New  trial  subscribers  only) 

Send  just  $14  for  a  3-month  trial  subscription  to  FundScope  including: 

A.  The  previously  mentioned  Dec.  issue  featuring  UNIQUE  PERFORMANCE  RATINGS. 

B.  FundScope's  comprehensive  January  1970  issue  features:  "NO-LOAD  FUNDS  VERSUS  LOAD 
FUNDS". . .  ARE  NO-LOAD  FUNDS  A  BARGAIN? 

C.  HOW  DID  YOUR  FUNDS  DO  IN  1969? 

FundScope's  FEBRUARY  ISSUE  features  the  complete  1969  MUTUAL  FUND  PERFORMANCE 
RESULTS  covering  380  mutual  funds. 

PLUS  3  BIG  BONUSES 

1.  1969  MUTUAL  FUND  GUIDE.  Published  each  April  this  dynamic  book  contains  308  pages 
of  vital  data  on  380  funds.  Included  are  their  addresses  and  numerous  performance  and 
statistical  features.  (This  Guide  alone  sells  for  $10.) 

2.  COMBINING  MUTUAL  FUNDS  &  LIFE  INSURANCE  FOR  FINANCIAL  SECURITY.  A  special  article 
that  tells  what  is  behind  these  combination  packages. 

3.  KEOGH  IS  FOR  YOU.  An  in-depth  8  page  reprint  that  thoroughly  covers  the  plan's  35  main 
points.  Gives  Advantages  as  well  as  Objections. 

ACT  NOW:  Mail  your  $14  today,  or  if  you  prefer  the  above  offer  with  a  full  14-month  subscription, 
send  $45.00  (10  day  returnable  guarantee).  Include  ZIP. 


FundScope 


Dept.  F-98,  Suite  700 

1900  Avenue  of  the  Stars,  Los  Angeles  90067 


sold  to  another  U.S.  buyer  than  if  sold 
on  the  Tokyo  exchange,  and  therefore 
is  permanently  removed  from  the  Ja- 
panese floating  supply. 

The  result  is  a  kind  of  unconscious 
manipulation  of  the  prices.  The  U.S. 
mutual  fund  buys  a  Japanese  stock, 
which  dries  up  the  floating  supply  at 
the  same  time  it  excites  Japanese  spec- 
ulators, which  lifts  the  price  of  the 
stock,  Which  justifies  the  fund's  first 
purchase  and  encourages  it  to  buy 
more,  which  has  the  same  effect. 

A  spokesman  for  Nomura  Securities 
International,  New  York  subsidiary  of 
Nomura  Securities  Co.,  Ltd.,  the 
Merrill  Lynch  of  Japan,  says  that  this 
imbalance  should  diminish  as  restric- 
tions on  capital  flow  between  the  two 
countries  are  eased,  which  he  con- 
fidently expects  to  begin  happening 
soon.  But  until  then  .... 

New  Design 

The  most  prolific  mutual  fund  or- 
ganization around?  Keystone?  Putnam? 
Channing?  Investors  Diversified  Ser- 
vices? No,  not  lately,  anyway.  The 
leading  current  contender  is  probably 
Boston's  staid  Loomis,  Sayles  &  Co., 
which  came  out  with  two  new  funds 
a  year  ago,  bringing  the  total  under 
its  wing  to  five,  and  has  three  more  in 
registration. 

There's  no  particular  virtue  in  sheer 
number  of  funds,  of  course.  But  the 
rapid  buildup  does  show  the  change 
that  has  come  over  old  Loomis,  Say- 
les, which  for  most  of  its  43  years 
has  been  content  with  quietly  man- 
aging private  investment  accounts 
(over  $4  billion  worth),  along  with 
a  no-load  fund  or  two  originally  set 
up  to  take  care  of  its  less-well-heeled 
customers. 

It's  true  that  LS  has  become  more 
aggressive  in  recent  years.  Its  Capital 
Development  Fund  got  an  A  for  its 
performance  in  up  markets  in  Forbes 
latest  fund  ratings  (Aug.  15).  But  the 
real  new  look  came  18  months  ago 
when  another  old-line  Yankee  com- 
pany, New  England  Mutual  Life  In- 
surance, decided  to  get  into  the  fund 
business  quickly  and  bought  a  75% 
interest  in  Loomis,  Sayles.  For  ob- 
vious reasons,  the  New  England  Life 
salesmen  had  little  interest  in  selling 
LS'  no-loads,  so  Loomis  went  to  work 
developing  load  funds.  The  first  two 
came  out  last  December:  NEL  Growth 
and  NEL  Equity,  the  latter  a  growth- 
plus-income  fund. 

The  timing  could  not  have  been 
worse.  "These  funds  came  into  opera- 
tion on  Dec.  3,"  says  Wilbur  C. 
Struckmeyer,  the  LS  vice  president 
who  manages  them.  "The  top  of  the 
market  was  Dec.  2.  This  necessitated 
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New  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDinc 

Objective:  Capital  Appreciation.  The 
Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center.  Oept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 


Nar-ie_ 


Address. 
City 


_State^ 


Zip  Code. 


HOW   TO   BUY  &  SELL 

LOW-PRICED  STOCKS 

FOR   PROFIT 

By:  JOHX  S.  VILLELLA 
Tells  you  where  the  action  is. 
This  book  explains  in  detail  a 
logical,  to  the  point  method  of 
buying  and  selling  listed  low- 
priced  stock-.  All  the  "Ifs,  ands, 
hedges,  and  baloney"  have  been 
removed.  It  is  frank  and  to 
the  point. 

"How    To    Buy    and    Sell    Low- 
Priced  Stocks  for  Profit"  should 
be  required  reading  for  the  spec- 
ulator. 
SEND   $2   PER  COPY   TO: 

CEN-COM,   INC. 

P.O.   Box   295 

Pinellas   Park,   Florida   33565 

□  Please  send  FREE  informa- 
tion concerning  your  unique  Loiv- 
PrieeStock    Advisory    Service. 


CONVERTIBLES 

Convertible    Bonds    and    Convertible    Pre-  = 

ferred  Stocks  now  currently  traded  can  be  g 

ignored    by    an    investor   only    to    his    own  j 

detriment.   In   many  cases   an   intelligently  | 

selected   convertible  can   sharply  limit  risk  | 

on  the  downside,  while  providing  just  as  | 

much  appreciation  as  the  common  on  the  E 

upside.  | 

Let   our  R.H.M.   Convertible   Survey— one  § 

of   the   largest    convertible   services    in    the  g 

country,    and    subscribed    to    by    bankers,  g 

brokers  and  institutions  throughout  the  in-  g 

vestment  world— tell  you  the  whole  story  of  g 

the   convertible   bond   and   convertible   pre-  = 

ferred  stock  and  outline  a  method  by  which  g 

you  can   profit   from   the   1,000   convertibles  g 

currently  traded.  g 

A    valuable    descriptive    folder    is    avail-  g 

able   to   you   free   on    request   and    will    be  = 

sent  without  any  obligation.  Just  mail  this  g 

ad   with  your  name   and   address  to   "Con-  g 

vertibles'-    Dept.    FC-5,    R.H.M.    Associates,  g 

220    Fifth    Ave..    New    York,    N.    Y.    10001.  | 
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a  cautious  approach  to  building  up 
these  portfolios."  Struckmeyer  stayed 
heavily  in  cash  through  May,  then 
slowly  pushed  both  portfolios  to  more 
than  90%  in  common  stocks  and  con- 
vertibles. As  a  result,  NEL  Growth 
($9-million  assets)  was  recently  up 
4%  for  the  year  and  NEL  Equity 
( $2.5-million  assets)  was  unchanged 
os.  a  105?  decline  for  the  Dow-Jones 
industrial  average. 

Capital  Development  Fund,  which 
Struckmeyer  also  manages,  has  not 
done  that  well  (it's  down  9.5%),  per- 
haps because  of  management's  pre- 
occupation with  getting  the  new  funds 
invested.  In  fact,  Struckmeyer  early 
this  year  wanted  to  see  Capital  Devel- 
opment ($56-million  assets)  less  fully 
invested  in  what  he  regarded  as  an 
unfavorable  market.  Says  he,  "That 
fund  had  some  pretty  aggressive 
items  in  its  portfolio  at  the  year's 
end.  Its  performance  would  have  been 
better  this  year  if  some  of  these  had 
been  sold,  or  sold  earlier." 

There  are  plenty  of  other  signs 
that  Loomis  wants  to  give  most  of  its 
attention  to  its  new  load  funds.  For 


m    ■ 
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Struckmeyer  of  Loomis,  Saylss 

example,  Capital  Development  was 
closed  to  new  customers  this  year, 
ostensibly  to  keep  it  small  and  flexible; 
but  unlike  T.  Rowe  Price,  which 
closed  its  no-load  New  Horizons 
Fund  for  the  same  reason,  Loomis, 
Sayles  is  not  starting  up  a  replace- 
ment fund.  Loomis'  Canadian  &  In- 
ternational Fund  hasn't  sold  any  new 
shares  since  1963  because  of  the  tax 
on  Americans'  purchases  of  foreign 
securities;  and  Loomis'  40-year-old 
balanced  fund,  still  one-third  invested 
in  bonds,  might  as  well  have  been 
closed  for  all  its  investor  appeal. 

The  shape  of  Loomis'  future  can 
be  seen  from  the  three  funds  still  in 
registration:  Two  are  variable  annui- 
ties tailored  for  NEL's  insurance  sales- 
men, while  the  third  is  designed  for 
■wholly  or  largely  tax-exempt  organiza- 
tions like  profit-sharing  plans,  pension 
plans  and  life  insurance  companies.  ■ 
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READERS  SAY 


(Continued  from  page  15) 

airlines  have  advanced  a  similar  proposal 
which  would  employ  revenues  generated 
by  user  taxes  to  pay  the  principal  on 
locally  issued  airport  revenue  bonds.  This 
method  of  financing — as  opposed  to  di- 
rect cash  grants — could  create  the  finan- 
cial leverage  capable  of  generating  large 
amounts  of  capital  in  both  the  long  run 
and  the  short  run.  We  are  hopeful  that 
Congress  will  enact  legislation  which  in- 
cludes our  recommendations  by  the  end 
of  this  year. 

— Daniel  B.  Priest 

Vice  President — Public  Relations, 

Air  Transport  Association 

Washington.  D.C. 

A  New  Day  for  Babylon? 

Sir:  In  "The  Last  Days  of  Babylon" 
(Forbes,  Not;.  2)  .  .  .  you  say  that 
Columbia  Pictures  has  been  doing  "rea- 
sonably well  .  .  .  but  that  the  handwrit- 
ing is  already  on  the  wall."  That  is  un- 
fair to  the  management  and  stockholders 
of  that  organization.  Fiscal  1970,  I  fully 
believe,  will  not  be  (as  you  predicted) 
one  in  which  earnings  will  fall  again,  but 
one  which  might  well  emerge  as  the  best 
year  Columbia  has  ever  had. 

The  industry  is  going  through  a  period 
of  adjustment,  as  it  has  on  many  occa- 


sions in  the  past.  But  I  consider  the 
pluses  will  outweigh  the  minuses,  and,  to 
paraphrase  your  caption,  "Moviemaking 
is  quite  a  business." 

— Leonard  Jarvis 

Senior  Vice  President, 

Hayden.  Stone 

New  York.  N.Y. 

Builders   of  the   Manhattan 

Sin:  Re  the  article  which  appeared  in 
your  Oct.  1  issue  [on  Todd  Shipyards], 
the  tanker  Manhattan  was  built  by  Beth- 
lehem Steel  Corp.  at  its  former  Quincy. 
Mass.,  shipyard,  and  was  delivered  in 
1962.  Sun  Shipbuilding  &  Dry  Dock  Co. 
was  the  major  contractor  for  the  recon- 
version of  the  vessel  into  an  ice-breaking 
tanker. 

— Max  L.  Brown 

Press  Relations, 

Bethlehem  Steel  Corp. 

New  York,  N.Y. 

In  Fairness  to  Mr.  Zale 

Sir:  I  would  like  to  inform  whoever 
wrote  the  article  about  Mr.  M.B.  Zale,  in 
the  Oct.  15  issue,  of  a  few  facts  they 
missed.  He  is  Russian,  not  Polish,  as  the 
article  states. 

He  is  not  "old  Mr.  Zale."  Being  68 
only  indicated  how  many  years  he 
has  lived,  not  the  condition  of  his  mind 
— on  which  age  is  based.  And  the  remark 
about  [his]  running  a  family  organization 
— you  did  mention  a  few  relatives,  but 


you  forgot  to  mention  the  other  13,000 

members  of  the  family.  Myself  included. 

And.  I  am  not  Russian,  Jewish  or  a  Zale. 

— Mary  Ann  Duckworth 

Dallas,  Tex. 

No  Depression   Here 

Sir:  Thanks  for  your  outstanding 
article  on  food  chains  (Forbes,  Nov.  1). 
I  would  like  to  correct  an  error  on  page 
42.  The  recent  price  mentioned  for 
Lucky  Stores'  stock  is  not  a  depressed 
price  in  relationship  to  the  price  range 
but'  is  the  result  of  a  2-for-l  split  in 
September.  Lucky 's  stock  has  since  gone 
up  to  33/4 — a  new  high. 

— Alastair  D.  Sutherland 

Bakery  Division, 

Lucky  Stores,  Inc. 

Los   Angeles,   Calif. 

The  Averages  Are  Encouraging 

Sir:  I  am  not  a  mathematician  or  a 
statistician,  but  I  was  interested  in  the 
ages  of  the  executives  who  made  the 
birthday  observation  in  the  Nov.  1  issue 
of  Forbes  (Fact  ir  Comment).  You  may 
be  interested  to  know  that  the  extremes 
of  the  ages  of  those  executives  ranged 
from  40  to  71,  that  the  mean  age  was 
55.5  years  and  that  the  average  age  was 
55.8  years.  This  is  encouraging  to  a  man 
who  always  thought  corporate  executives 
were  at  least  60  years  of  age. 

— John  D.  McConnell  Jr. 
Raleigh,  N.C. 
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cline flooded  the  "under  $30" 
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bull  market ;  but  many  quality 
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decline.  In  this  report  FW 
points  up  a  select  group  of  blue 
chips — all  rated  B-f-  or  better 
by  FW's  Independent  Ap- 
praisals— that  are  now  avail- 
able at  prices  not  seen  in  the 
past  four  to  six  years. 
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187th 

CONSECUTIVE 

QUARTERLY  DIVIDEND 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Slock  Dividend  No.  123 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
i on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
December  12,  1969  to  stockholders 
of  record  at  the  close  of  busi- 
ness on  November  28, 1 969. 


-     PETER  C.  SMITH 

'    Vice  President  and  Secrelary 

Dated:  October  31,  1969 


§ 


DIVIDEND  NOTICE 

.  More  than  775,000  owners  of 
'Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  SI. 05  per  share  declared 
<  October  30,  1969  and  payable 
December  10,  1969  to  sharehold- 
ers of  record  November  12,  1969. 
1969  is  the  87th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(New  Jersey) 
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THOUGHTS. 


ON  THE 
BUSINESS  OF  LIFE 


God   is   with  those   who   patiently 
persevere.  — Arab  Proverb 


I  have  begun  several  times  many 
things,  and  I  have  often  succeeded  at 
last.  — Benjamin  Disraeli 


A  man  doesn't  need   brilliance  or 
genius,  all  he  needs  is  energy. 

— Albert  M.  Greenfield 


Patience   and  time   do   more   than 
strength  or  passion. 

— Jean  de  la  Fontaine 


We  make  a  pretext  of  difficulty  to 
excuse    our    sloth.  — Quintilian 


Of  all  our  faults,  the  one  that  we 
excuse  most  easily  is  idleness. 

— La    Rochefoucauld 


Sloth,  if  it  has  prevented  many 
crimes,  has  also  smothered  many 
virtues.  — Caleb  Colton 


They  must  hunger  in  frost  that  will 
not  work  in  heat.     — John  Heywood 


To  be  idle  and  to  be  poor  have 
always  been  reproaches;  and  there- 
fore every  man  endeavors  with  his 
utmost  care  to  hide  his  poverty  from 
others,  and  his  idleness  from  himself. 
— Samuel  Johnson 


Opportunity  for  distinction  lies  in 
doing  ordinary  things  well  and  not  in 
erratically  striving  to  perform  grand-- 
stand  plays.        — William  Feather 


run 


Wisely  and  slow;  they  stumble  that 
fast.  — Shakespeare 


B.  C.  FORBES 

Diamonds  are  chunks  of  coal 
that  stuck  to  their  job.  .  .  .  Most 
people  show  more  persistency 
in  their  first  twelve  months  than 
they  show  later  in  twelve  years; 
did  they  not,  they  never  would 
have  learned  to  walk!  There  is 
no  market  for  rolling  stones. 
"Tenacity  is  the  only  key  that 
ivill  open  the  door  of  success," 
declared  Daniel  Guggenheim, 
head  of  the  greatest  mining  and 
smelting  family  America  has 
ever  known.  Without  stick-to- 
itiveness  no  man  is  likely  to 
climb  to  the  top  of  the  ladder — 
and  stick. 


A  trifle  is  often  pregnant  with  high 
importance;  the  prudent  man  neglects 
no   circumstance.  — Sophocles 


It's  dogged  as  does  it. 

— Anthony  Tkollope 


Trifles  make  perfection,  but  perfec- 
tion itself  is  no  trifle. 

— Michelangelo 


The  block  of  granite  which  is  a: 
obstacle  in  the  pathway  of  the  wea! 
becomes  a  stepping-stone  in  the  patr 
way  of  the  strong. 

— Thomas  Carlyl 


No  rock  so  hard  but  that  a  litt 
wave  may  beat  admission  in  a  thoi 
sand  years.  — Tennyso 


Hurry  is  the  weakness  of  fools. 

— Baltasar  GraciaJ 


The  greatest   things   ever  done  ofl 
earth  have  been  done  little  by  littlef 
— Thomas  Guthkj 


Who  hath  no  haste  in  his  busines 
mountains  to  him  seem  valleys. 

— George  Herbeh 
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What   is    done    hastily    cannot   I 
done  prudently.     — Publilius  Syri  .. 


He  that  has  no  patience  has  nothir 
at  all.  — Italian  PROVEf 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  an 
now  available  in  a  574-page  bool 
at  $6.95.  Send  check  and  order  to' 
Forbes  Inc.,  60  Fifth  Avenue,  Nea  , 
York,  N.Y.  10011.  (Sales  tax:  Neu.  ' 
York  State,  from  3%  to  6%;  Netv  ' 
Yoik  City,  6%.) 
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Those  who  have  most  to  do,  and 
are  willing  to  work,  will  find  the  most 
time.  — Samuel    Smiles 


The  devotion  of  thought  to  an  hon- 
est achievement  makes  the  achieve- 
ment possible.  — Mahy  Bakf.u   Eddy 
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A  Text . . . 


Sent  in  by  M.  E.  Clement. 
Greer,  S.C.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


The  sluggard  will  not  plow  by  reason 
of  the  cold:  therefore  shall  he  beg  in 
harvest,  and  have  nothing. 

— Proverbs  20:4 
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What  are  we  doing  in  SIC*  IS 
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Meeting  The  Needs  Of  Offshore  Producers  With  The  Largest 

Ingersoll-Rand/Southwest  Industries,  Inc.,  supplies  offshore  compressor  platforms  from  its 
Galveston,  Texas  plant  to  the  world's  oil  and  gas  producers.  In  the  plant's  slipway  is  a  2000 
ton,  10,000  horsepower  compressor  barge,  the  largest  ever  built.  Designed  to  withstand  125 
mile  per  hour  winds,  the  barge  will  be  used  for  repressuring  service. 


Drilling  Wells  Faster  With  Air 

Ingersoll-Rand  Drilling  8s  Compression  Serv 
ices  offers  oil  and  gas  drillers  the  equipmen' 
and  know-how  for  reaching  the  pay  zon< 
faster  and  more  economically. 


Lease  A  Compressor 

Now  oil  and  gas  producers  can  lease  from 
Ingersoll-Rand  Drilling  &  Compression  Serv- 
ices compression  equipment,  including  op- 
eration and  maintenance,  for  gas  lift,  boost- 
ing or  sales. 


The  Profit  Genie 


A  recently  developed  regulation  system  pro- 
vides investment  returns  never  before  pos- 
sible for  users  of  Ingersoll-Rand's  natural 
gas-engine  compressors  in  gas  storage  and 
transmission  service. 


Speaking  Of  Pressure 

For  substantially  greater  yield  of  crude  oil, 
this  Ingersoll-Rand  high-speed  compressa 
is  pumping  gas  into  an  oil  reservoir  deep  in 
the  earth  at  the  high  pressure  of  6000  poundi 
per  square  inch. 


*These  are  just  a  few  of  the  Ingersoll-Rand  products  serving  Standard  Industrial 
Classification  13 — the  petroleum  production  and  natural  gas  industries.  We  are 
also  in  SIC  01  to  80.  For  information,  call  or  write  Ingersoll-Rand,  Dept.  A-2 13.93, 
11  Broadway,  New  York,  N.  Y.  10004. 
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The  same  old  managemen 
that  put  SDS  out  of  business 
now  runs  Xerox  Data  Systems. 

Take  a  brand  new  company  with  very  limited  resources. 
Enter  it  in  a  field  dominated  by  the  giants  of  American 
industry.  Give  it  a  product  that  takes  years  to  develop  and 
years  to  sell:  digital  computers.  And  make  a  profit  while 
nine  out  of  ten  others  are  counting  their  losses. 

It's  not  just  a  management  problem.  It's  a  case  history. 

Scientific  Data  Systems  was  founded  in  September, 
1961 .  By  1963  it  was  in  the  black.  And  has  reported  increas- 
ing profits  every  year  since. 

Back  in  1961  SDS  management  made  a  basic  decision. 
Instead  of  following  the  leader  they  concentrated  on  a 
neglected  segment  of  the  market:  the  scientific-technical 
community. 

Now  they've  made  another  decision:  to  expand  their 
scope  and  go  after  the  business  in  the  general  business 
community.  And  because  in  business  the  Xerox  name  is 
a  recognizable  asset,  they  changed  the  name  of  the  com- 
pany. Nothing  eise  has  changed. 

So,  if  you're  wondering  about  their 
chances  in  this  new  venture,  don't  worry. 

They'll  manage. 

6I  Segundo.Cal 
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Side  Lines 


Bucking  the  Trend 

In  the  magazine  business,  there  are  two  ways  to  keep  score.  One  is: 
Look  at  the  circulation.  The  other:  Look  at  the  advertising.  Some- 
times, the  circulation  figures  and  the  advertising  figures  tell  the  same 
story — but  not  always.  For  all  the  jokes  that  have  been  made  about 
them,  the  men  who  run  Madison  Avenue  advertising  agencies  are 
not  fools.  They  know  that  any  magazine  can  boost  circulation  by 
pouring  money  into  promotion  and  by  making  all  sorts  of  special 
offers — 28  weeks  for  8  cents  a  week,  free  cookbooks,  that  sort  of 
thing.  They  also  know  this  kind  of  circulation  is  of  limited  value  to 
them:  If  subscribers  had  to  be  bribed  into  taking  the  magazine,  they 
probably  won't  pay  it  much  attention. 

Our  circulation  has  risen  tremendously — from  a  guarantee  of 
300,000  in  January  1960  to  a  guarantee  of  625,000  in  January  1970. 
That's  an  increase  of  108%.  Business  Week's  circulation  has  risen,  too — 
by  84%.  So  has  Fortune's — by  79%.  The  circulation  of  every  business 
magazine  has  risen.  A  poor  third  in  a  field  of  three  ten  years  ago, 
today  Forres  leads  both  Business  Week  and  Fortune  in  paid  circula- 
tion in  the  U.S.  (see  p.  49),  according  to  the  latest  figures. 

But  there  is  more  to  Forres'  leadership  than  sheer  numbers.  Ad- 
vertisers know  that  our  rise  in  circulation  is  solid,  the  result  of  a 
growing  acceptance  of  the  magazine  as  the  magazine  of  business, 
not  the  result  of  hypertensive  selling  and  cut-rate  prices.  The  proof? 
Look  at  the  advertising.  The  latest  figures  issued  by  the  Publishers 
Information  Bureau,  Inc.  are  for  the  first  nine  months  of  this  year. 
They  show  that  Forres  had  an  increase  of  20%  in  advertising  pages 
over  the  first  nine  months  of  last  year.  Every  other  business  magazine 
— without  exception — showed  a  loss  (see  table). 


Our  publisher,  James  J.  Dunn,  ascribes  part  of  Forres'  rise  to  the 
persuasiveness  of  his  salesmen  in  changing  the  old  Forres  image.  But 
he  stresses  that  even  the  best  salesmen  can't  move  merchandise  if 
they  don't  have  a  good  product.  Forres  salesmen  have  a  magazine 
more  top  corporation  executives  read  than  any  other  business  maga- 
zine. They  read  it  primarily  to  find  out  how  other  corporations  are 
doing — and  what  they're  doing.  Sometimes,  they  read  it  to  find  out 
what  Forres  thinks  of  them.  They  don't  always  like  what  they  read, 
because  Forres  is  not  a  puff  sheet:  Forres  editors  don't  write  to 
flatter;  they  write  to  inform.  Occasionally,  these  corporation  execu- 
tives get  so  angry  they  cancel  their  subscriptions.  Usually,  they  renew 
— and  not  for  merely  one  year  but  for  three:  45.8%  of  Forres'  sub- 
scriptions are  for  three  years,  as  compared  with  14%  for  Fortune  and 
34%  for  Business  Week,  m 
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Trends 

&  Tangents 


FOREIGN 


Up  and  Coming 

Platinum  production  and  prices 
are  up,  which  pleases  South  Africa, 
the  world's  second-largest  producer 
(after  the  Soviet  Union).  With 
reserves  estimated  at  200  million 
ounces — enough  to  last  30  years 
at  current  output — platinum  could 
do  much  to  offset  any  decline  in 
South  Africa's  gold  output,  and 
within  a  few  years  might  even  re- 
place gold  as  the  country's  No. 
One  export  metal.  As  it  is,  South 
Africa  expects  to  produce  1.2  mil- 
lion ounces  of  platinum  next  year, 
worth  more  than  $154  million  at 
current  prices. 

Planning   for   Pilferage 

Shoplifting  has  soared  so  much 
recently  that  a  Canadian-based 
cigarette  maker,  Rothmans  of  Pall 
Mall,  has  produced  packages  to 
be  stolen  from  counters.  When  the 
culprit  slips  a  package  into  his 
pocket  and  walks  out,  he  soon  dis- 
covers it  is  filled  with  paper,  not 
cigarettes.  When  he  turns  it  over, 
he  reads  the  caption:   Dummy. 


BUSINESS 


Majority  Rules 

Eight   thousand   part-owners    of 

ailing  Northeast  Airlines  learned 
last  month  that  it  can  he  dangerous 
to  be  a  minority  stockholder.  These 
8,000  own  only  14%  of  Northeast; 
the  rest  helongs  to  Storer  Broad- 
casting Co.  When  George  B.  Storer 
negotiated  a  merger  deal  with 
Northwest  Airlines  that  valued 
Northeast  stock  at  S7  a  share  while 
the  market  value  was  nearly  $]  1. 
the  minority  could  only  watch  the 
market  price  sink  to  the  level 
Northwest  was  willing  to  pay.  I5nt 
the  merger  terms  suited  Storer  just 
line.  He  stood  to  gel  $40  million 
in  Northwest  stock  for  shares  he 
bought  from  Howard  Hughes  lor 
$30.5  million  in  1965.  Northwest 
also  would  lake  ovei  the  MOO  mil- 
lion in  planes  Northeast  has  leased 
from  Storer.  With  Northeast  headed 
for  its  ninth  year  of  red  ink  in  the 
last  ten  ami  its  debt  totaling  nearly 
90S    ol    capital.    Storer    obviously 

figured  $7  a  share  toda\  was  better 
than   the  risk  ol   nothing  tomorrow. 


Things   to   Come 

In  a  disclosing  mood,  American 
Telephone  &  Telegraph  Treasurer 
John  Scanlon  last  month  revealed: 
1)  that  Ma  Bell  would  go  to  the 
general  public  next  year  for  over 
$1  billion  in  funds;  2)  that  it 
planned  to  issue  a  unique  security 
that  is  not  bond,  pure  equity  or  a 
convertible;  3)  that  the  system's 
debt  ratio,  now  40%  as  opposed  to 
33%  five  years  ago,  would  stabilize 
somewhere  below  50%,  and  4)  that 
AT&T  estimates  average  inter- 
est costs  on  new  debt  over  the  next 
five  years  will  be  7%. 

From  S&L  to  S&S 

Sweetness  and  light  haven't 
been  doing  right  by  20th  Century- 
Fox  since  it  made  The  Sound  of 
Music.  The  company's  attempts  to 
repeat  that  saccharine  success  cul- 
minated in  this  year's  nine-month 
loss  of  $19.8  million.  So  the  Zan- 
ucks,  father  and  son  who  run  20th 
Century,  are  turning  to  sex  and 
smut.  They've  hired  the  man  Holly- 
wood calls  "King  Leer,"  45-year- 
old  Russ  Meyer,  long  a  specialist 
in  flicks  for  the  nation's  skid  rows, 
to  make  a  movie  called  Beyond  the 
Valley  of  the  Dolls.  One  man  who 
has  read  the  script  calls  it  "dis- 
gusting even  for  Meyer."  ■ 


CHANGE  OF  ADDRESS 

If  you  plan  to  move,  let  us  know 
a  month  before  so  we  can  change 
your  address  and  keep  FORBES 
coming  to  you.  Attach  a  recent 
mailing  label  and  fill  out  your  new 
address  in  the  space  provided 
below. 


ATTACH  PRESENT 

MAILING  LABEL 

HERE 


New  Address: 


Name 


Address 


City 


State 


Zip 


Mail  to: 

Subscription  Service  Manager 

FORBES 

60  Fifth  Avenue 

New  York,  New  York  10011 
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READERS  SAY 


A  Question  of  Silver 

Sir:  The  statement  that,  "the  Govern- 
ment could  make  more  money  in 
'seigniorage'  profit  hy  minting  silver 
dollars  than  by  selling  to  users  at  the 
current  price"  I  Trends  ir  Tangents,  Nov. 
IS),  is  incorrect  because  it  disregards 
the  cost  to  the  Government  of  produc- 
tion of  coins  containing  silver  as  opposed 
to  the  relatively  inexpensive  cost  to  the 
Government  of  making  coins  from  less 
expensive  metals. 

As  an  example,  in  minting  100  million 
4(r>-silver  dollars.  the  Government's 
seigniorage  profit  would  be  $52  million. 
However,  if  the  coin  contains  no  silver 
and  is  made  instead  of  cupro-nickel-clad 
material,  the  profit  to  the  Government 
is  $95  million.  The  silver  that  would  be 
freed  i->  then  available  for  sale  to  in- 
(ln-.tr>  . 

— Walter  L.  Fbankland  Jr. 

Executive  Director, 

Silver  Users  Association 

Washington,  D.C. 

Sir:  It  should  be  quite  obvious  that 
if  the  U.S.  Treasury  mints  a  sOverless 
dollar  they  will  have  their  cake  and  eat 
it  too.  That  is.  they  will  be  able  to  sell 
their  stockpile  of  silver  at  market  prices 
and.  in  addition,  sell  the  inexpensive 
silwrless  dollars  for  the  same  dollar  that 
the)    would   get  for  the  silver  one. 

— Edward  Munves  Jr. 
New  York    N.Y. 

A    Better    Grade    for    Studebaker 

Sin:  Studebaker's  performance  with 
tin  \vunti  was  far  better  than  your 
guess  (Trends  6  Tangents.  Nov.  15). 
Studebaker  began  marketing  the  Avanti 
in  Atmust  1962,  after  an  impossibly  short 
lead  time  oi  six  months.  By  the  end  of 
November  1963.  when  production  ended, 
it  had  sold  and  shipped  just  a  hair 
under  5.(K)()  vehicles,  priced  at  about 
•S5,0(H)  each — despite  engineering  prob- 
l<  ins  and  production  hangups. 

At  your  suggested  rate  of  125  cars 
per  year,  the  present  Avanti  Motor 
would  have  built  and  sold  far  fewer 
than  l.(KX)  Avanti  II  cars.  Tiny  Avanti 
Motor  Corp.  has  done  a  good  job,  con- 
sidering its  position.  But  Studebaker's 
(Continued  on  page  74) 


CLARIFICATION 

In  a  "Trends  &  Tangents"  item, 
in  the  Dec.  1  issue  (p.  8),  Forbes 
erred  by  one  decimal  point  in  cal- 
culating the  price  of  Imperial  Rus- 
sian and  similar  bonds  offered  by 
Carl  Marks  &  Co.  The  $2.25  figure 
cited  was  the  bid  price  per  $100  of 
face  value.  The  asked  or  selling 
price  is  $3.25,  or  $32.50  for  a 
$1,000  Russian  bond,  $80  for  a 
Republic  of  Poland  bond,  and 
$27.50  for  Krueger  &  Toll  bonds 
issued  by  the  Swedish  match  king. 


Varo  operates 
in  the  black. 


We're  one  of  the  country's  leading  suppliers 
of  night  vision  and  low  light  level  devices. 

Our  products  have  found  wide  acceptance 
in  a  variety  of  scientific,  industrial,  and  mili- 
tary applications. 

They're  used  wherever  men  and  equipment 
must  work  in  pitch  black  darkness  or  under 
low  light  level  conditions. 

Because  they  literally  help  men  see  in  the 
dark. 

Image  intensification  is  only  one  of  many 
markets  served  by  Varo's  growing  product 


lines.  We're  also  in  gyroscopic  instruments, 
transportation,  and  hybrid  integrated  circuits, 
as  well  as  supplying  components  to  the  tele- 
vision and  computer  industries. 

While  we  are  becoming  more  and  more  di- 
versified, all  Varo  product  lines  are  science 
oriented,  with  the  common  goal  of  serving  the 
evolutionary  needs  of  mankind. 

If  you'd  like  a  penetrating  look  into  the  ex- 
tent of  our  involvement,  write  for  our  annual 
report.  Address  your  request  to  Public  Rela- 
tions, Dept.  F-12. 


© 


VARO 


Varo,  Inc.,  Executive  Office,  Garland  Bank  Bldg.,  P.  O.  Box  411,  Garland,  Texas  75040 


Fiberglass 


HATTERAS 


William  Atkinson,  Hansen  Flor- 
ida west  coast  Hatteras  represen- 
tative, has  much  experience  year 
around  fitting  out  both  wood  and 
fiberglass  boats.  The  Hatteras  he 
says  saves  about  80%  on  hull 
upkeep.  Write  for  dealer's  name. 
For  portfolio  of  color  literature, 
enclose  $1.00.  Send  to  2476  Kivett 
Drive,  High  Point,  N.  C.  27261 


€> 


Hatteras  Yacht  Division 

North  American  Rockwell 


Young  Oil 
Coolers 


cool  turbine- 
powered 
drilling  rigs— 
where  perfect 
performance 
is  critical. 


YOUNG  RADIATOR  COMPANY 

General   Offices:    Racine.   Wisconsin   S3403 

Radiators  •  Heal  Exchangers  •  Oil  Coolers  •  Unit  Heaters 
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People  used  to 
Talk  to  the  Man 
from  Talcott" 
only  about  finance 
but  now  they  might  also 
be  talking  about  our 
new  corporate 
perspective. 


Look  at  it  this  way. 
Talcott  has  been  a  leader  in 
factoring  and  commercial  financing 
since  1854.  So  you'd  expect  to  see 
our  continued  growth  in  these 
specialties  and  in  related  areas 

of  finance.  We've  done  that— 
and  then  some. 

To  make  our  picture  broader,  bigger  and  brighter,  we  took  a  first  step 
when  we  became  Talcott  National  Corporation.  Since  then,  most  of 
our  steps  have  turned  out  to  be  rewarding  forward  strides. 

We  entered  the  computer  leasing  business.  Then  added  new  services 
for  the  new  customers  we  gained.  Moving  further  from  ''home;'  we  put  our 
management  abilities  to  work  in  such  diverse  areas  as  materials  handling 
and  leather  tanning.  We're  still  on  the  move  but  can  see  that  the  sum  of  all 
our  parts,  old  and  new,  already  adds  up  to  a  much  bigger  whole:  our  assets 
have  increased  from  $600  million  to 
a  current  $800  million.  Seems  as  if         yfi^<    ^_ 
changing  one's  perspective  really       WwV)5i>   dlfY%ff 
improves  one's  prospects.  ^$!|K^     ICIIvnwll 

>IK^  TALCOTT   NATIONAL  CORPORATION 

Jr  1290  Avenue  of  the  Americas,  New  York,  N.  Y.  10019 

James  Talcott,  Inc.:  Commercial  and  Industrial  financing  •  James  Talcott  Factors:  Factoring  •  Talcott  Computer  Leasing:  Leasing  of  computers  and 
peripheral  equipment  •  City  Finance  Company:  Consumer  financing  •  Talcott  Inter-American  Corp.:  Industrial  financing    (Puerto  Rico) 
Tal-Star  Computer  Systems,  Inc.:  Computer  systems— programming  and  management  •  Beggs  &  Cobb  Incorporated:  Leather  processing- 
tanning  and  by-products  •  Lift  Parts  Mfg.,  Inc.:  Manufacturers  of  parts  for  lift  trucks. 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


CUT  'EM  DOWN-OR  OUT 


Tax  reforms? 

Fes 

Tax  cats? 

No. 

It's  utter  nonsense  to  be  passing  a  tax-reform  bill  which 
will  reduce  federal  revenues  next  year  (fiscal  1971) 
1>\  $5.3  billion,  and  more  in  each  successive  year  at  a  time 
when  we  are  taking  some  Draconian  measures  in  many 
matters  to  halt  inflation. 


I  don't  know  what  school  of  economists  it  makes 
us  a  member  of,  but  Forbes  thinks  an  appreciable  federal 
budget  surplus  at  this  juncture  would  be  considerably 
more  useful,  more  healthy  for  all  of  us  than  another  big 
deficit. 

If  the  present  proposals  for  multibillion-dollar  tax  cuts 
stick,  President  Nixon  has  threatened  to  veto  the  whole 
reform  tax-cut  measure. 

Rightly,  too. 


IF  WE  HAVE  THE  SHEKELS  .  .  . 


II  Washington  can  afford  to  lessen  some  revenues 
and  or  to  spend  more,  I  can  think  of  four  infinitely  more 
necessitous  things  to  do  than  embracing  blanket  tax  re- 
ductions. 

For  one:  Subsidize,  by  providing  accelerated  deprecia- 
tion for  approved  industry  spending,  to  curb  pollution. 
We  must  sharply  curb  the  pollution  of  our  land,  our 
water  and  our  air.  Reconstituting  main  industrial  processes 
to  remove  harmful  by-products  will  cost  many  industries 
multibillions  of  dollars.  Passing  laws  requiring  this  doesn't 
provide  the  billions  to  do  it.  Sensible  tax  incentive  is 
essential,  or  the  laws  will  be  ignored.  No  community  will 
want  to  see  its  factories  shut  and  its  jobs  disappear  be- 
cause the  local  factory  cannot  afford  to  comply. 

O  O  » 

For  a  second  thing:  A  tax  break  to  spur  the  export  of 
goods  made  in  the  U.S.  would  do  much  to  right  the  wrong 
direction  of  our  foreign  trade.  American-owned  factories 
abroad  are  all  well  and  good,  but  tax  incentives  that  would 
spur  more  American  companies  to  sell  overseas  what  they 
make  here  would  be  valuable  to  our  nation  in  many  ways. 

o         e         s 

Third:  Tax  inducements  to  encourage  businesses  to  train 


and  hire  hard-core  unemployed  in  metropolitan  areas 
would  be  worth  infinitely  more  than  the  cost  to  the 
Government.  The  direct  effect  would  be  a  reduction  in 
certain  welfare  costs  and  a  diminution  of  rising  racial 
tensions  in  cities  throughout  the  nation.  A  man  with 
good  pay  and  a  full  breadbasket  is  unlikely  to  hit  others  in 
the  same. 

o         o         o 

Which  brings  me  to  the  fourth  need — a  spending  one. 
The  report  of  the  National  Commission  on  the  Causes 
and  Prevention  of  Crime,  headed  by  Ike's  brother,  Milton 
Eisenhower,  should  not  only  sober  but  should  spur  all  of 
us  to  support  its  recommendations. 

Unless  we  get  cracking,  our  cities  will  be  turned  into 
armed  camps,  "fortresses"  and  "places  of  terror,"  according 
to  this  blue-ribbon  study  group.  This  commission  urges 
the  urban  policy  proposed  by  Daniel  Patrick  Moynihan, 
President  Nixon's  Counselor  on  Urban  Strategy. 

It's  happying  to  read  that  Mr.  Moynihan  has  access  to 
Mr.  Nixon's  ear.  It  would  be  more  than  nice  if  the  Presi- 
dent would  lend  Mr.  Moynihan's  proposals  his  hand  as 
well. 

It's  vital,  if  the  fabric  of  American  life  as  we  know  it  is 
not  to  be  bloodily  sundered. 
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DONT  BE  SO  SILLY,  PEOPLE 


It  tickles  me  no  end  when  people  get  ticked  oft  at  those 
of  ns  who  comment  audibly  and  in  print  on  events  and 
problems. 

I've  never  yet  come  across  one  for  which  I  or  my 
brethren  in  the  pundit  business  haven't  got  answers.  That's 
what  we're  paid  for. 

Why  clutter  up  your  full  or  empty  mind  with  a  bunch 
of  facts  that  might  inhibit  the  solve-ability  of  us  who 
must  express  an  opinion?  After  all,  all  the  world  cries  out 
for  a  solution  to  its  problems  and  we  supply  them  right 


and  left  (some  in  high  places  think  more  left  than  right, 
of  course). 

Come  to  think  of  it,  it's  we  who  should  be  giving  our 
deplorers  and  detractors  the  blast,  because  99%  of  the 
time  they  don't  do  as  we  say. 

You'd  think  those  in  positions  of  responsibility  were 
constrained  by  the  facts  and  dimensions  of  the  problems 
they're  in  charge  of.  But  is  that  a  good  reason  to  tee  off 
on  those  of  us  who  ■  know  all  the  answers  and  provide 
them  at  relatively  small  cost? 


TWO  YEAR-END  ACCOLADES 


Doing  good  docs  the  doer  good  in  proportion  to  the 
good  done  the  do-ee. 

A  thought  as  old  as  thinking  itself,  though  not  pre- 
viously so  Stein-well  expressed. 

Because  we  all  do  good  so  rarely,  the  rediscovery  of  its 
joys  is  a  joy  we  can  enjoy  again  and,  after  a  time,  again 
and  again. 

Two  outfits  that  win  the  Forbes  Done  Good  Award  for 
1969  are  Los  Angeles  TV  station  KTTV  and  the  National 
Alliance  of  Businessmen. 

KTTV,  for  15  minutes  once  every  week,  offers  up 
unwanted  kids  for  adoption.  In  a  wonderful  piece  of  report- 
ing, the  Wall  Si  reel  Journal's  Philip  Yaffe  told  the  story  some 
months  ago  how  ".  .  .  all  are  'special  needs'  children  who 
might  otherwise  languish  as  wards  of  the  state  for  many 
years,  sometimes  until  they  become  21  or  are  inducted  into 
the  Army.  These  generally  unwanted  children  may  be  the 
'wrong"  color,  (nonwhite),  suffer  from  various  physical 
defects  or  emotional  problems,  or  simply  be  too  old  to 
arouse  the  interests  of  prospective  parents.  Unable  to  forge 
a  permanent  fanu'h  tie,  they  often  go  from  foster  home  to 
foster  home  all  through  childhood  and  adolescence." 


To  date,  of  286  children  starred,  202  have  already  been 
adopted,  with  another  70  awaiting  only  official  approval. 


I  guess  too  few  of  us  know  what  a  significant  job  the 
National  Alliance  of  Businessmen  has  done — I  suppose 
because  the  name  suggests  it's  some  sort  of  organization 
kindred  to  the  National  Association  of  Manufacturers  or 
the  U.S.  Chamber  of  Commerce. 

Actually,  the  outfit  was  spawned  by  President  Johnson 
after  last  year's  riot  season  and  charged  with  finding 
100,000  jobs  for  the  hard-core  unemployed.  To  date, 
according  to  NAB  President  Paul  Kayser,  298,000  have 
been  placed,  and  of  these  generally  classified  unemploy- 
ables,  155,000  are  still  at  work. 

General  Motors  has  set  the  pace,  hiring  and  retraining 
more  than  41,000  hard-core  unemployed.  When  that  outfit 
does  something,  it  doesn't  fool  around  with  half-baked  lip 
service. 

So,  in  this  Season  To  Be  Glad,  the  Forbes  Done  Good 
Award  to  these  two  who  have  given  us  all  something  good 
to  be  glad  about. 


EXCELLENT  IDEA 


The  Accounting  Principles  Board,  the  rule-making  body 
for  the  Institute  of  Accountants,  is  currently  considering  a 
requirement  aimed  at  making  corporate  annual  reports 
show  the  effect  of  any  accounting  chang<  on  the  current 
year's  earnings. 

As  it  is  now,  flexible  accounting  permits  wily  figure- 
workers  to  make  changes  in  bookkeeping  that  substantially 


affect  earnings,  often  without  even  a  tiny-print  footnote. 
Time  and  again  the  corporate  manipulators — some  of  'em 
seemingly  quite  respectable — have  made  actual  earnings 
drops  look  like  gains  by  changing  their  accounting  methods 
from  one  year  to  the  next. 

If  the  profession  itself  doesn't  rectify  this  patent  wrong, 
the  ubiquitous  feds  certainly  should — and  will. 


-Malcolm  S.  Forbes, 

Editor-in-Chief 


(jrive 

TheTaste  of  Success 

Every  drop  of  Hennessy  V.S.O.P.  Reserve  is  Grande  Fine  Champagne  Cognac. 
It's  made  solely  from  grapes  grown  in  La  Grande  Champagne — the  small  district 
in  the  Cognac  region  which  is  the  source  of  the  very  greatest  Cognac. 
What's  more,  Hennessy  is  selected  from  the  largest  reserves  of  aged  Cognacs  in 
existence.  Enjoy  a  taste  of  success  today. . . 


Hennessy  VS.O.P  Reserve  Cognac 


Hennessy  VS.O.P  Grande  Fine  Champagne  Cognac.  80  Proof.  ©Schieffelin  &  Co. ,  N.  Y. 


Cadillac  Motor  Car  Division 


WiS«  Of  EXCELLENCE 


Cadillac. 

Front  wheel  drive. 

8.2  litre  V  8. 

What  better  credentials 
could  a  car  have? 


If  impressive  credentials  interest  you  as  a  businessman, 

few  can  compare  with  those  presented  by  the  distinctive 

Cadillac  Eldorado  for  1970.  For  here  is  an  automobile 

that  is  unquestionably  the  world's  finest  personal 

car -a  unique  combination  of  spirited  performance, 

superb  comfort  and  individual  styling. 

Under  that  long  hood  nestles  the  largest  engine  to  power 
a  production  passenger  car-Eldorado's  exclusive  new 
8.2  litre  V-8  (500  cubic  inches  of  displacement) .  Its 
550  foot-pounds  of  torque  produce  a  responsive- 
ness that  makes  the  spirit  of  the  seventies  come 
alive  with  rare  excitement.  Performing  in  concert 
with  proven  front-wheel  drive,  precise  variable- 
ratio  power  steering,  front  disc  brakes  and 
Automatic  Level  Control,  Eldorado  will 
captivate  you  with  a  kind  of  driving  pleasure 
unmatched  anywhere  in  the  world. 

But  you  expect  brilliant  performance  when  you 

see  Eldorado's  boldly  sculptured  lines.  They 

give  it  poise  and  distinction  that  mark  it  for 

greatness.  And  the  luxury  of  its  interior 

appointments,  the  meticulous  craftsmanship, 

the  refinements  apparent  everywhere  tell 

you  that  Eldorado  is  unmistakably 

Cadillac  in  every  detail. 

In  all  the  world  of  motoring  there  is  nothing 

quite  like  the  1970  Eldorado.  And  equally 

satisfying  to  the  man  of  business,  is  the  sound 

investment  potential  of  this  exciting  car. 

Traditionally,  from  original  cost  to  resale,  no 

other  car  can  match  the  enduring  value 

of  this  most  individual  of  Cadillacs. 


(&zMac70 

STANDARD    OF   THE   WORLD  fM&v?^^ 


helpful 
bank. 

We  can  put  your  Canadian 
plant  in  the  right  place. 

„The 
Royal. 


How  do  you  find  a  plant  site  in  a  land  WW 

that's  bigger  than  the  U.S.?  Just  let  the  Royal 

help  you.  With  over  1,100  branches 

from  coast  to  coast  we're  Canada's  leading  ^^    ^^  ^^   '^■^         i    i 

bank  with  specialized  departments,  resources,  ^      —    —  —  — -  ■    ' 

and  experienced  contacts  to  give  you  the 

facts  you  need. 

Why  don't  you  give  us  a  call . . .  and  see  how 

helpful  we  can  be! 

Canada's 
International 


ASSETS  EXCEED 

TEN  BILLION  DOLLARS 


THE  ROYAL  BANK  OF  CANADA 

New  York  Agency  68  William  St.  10005  (344-1100) 

Chicago,  Dallas,  Los  Angeles 

Head  Office  Montreal,  Place  Ville  Marie 

Toronto.  20  King  St.  West 

Over  1200  offices  in  Canada  and  around  the  world 


Bank. 
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The  Blade  Is  Mightier 

Wilkinson  Sword  may  have  got  into  the  razor-blade  mar- 
ket by  accident.  But  that's  not  how  it  has  stayed  there. 


As  almost  every  TV  viewer  knows, 
Wilkinson  Sword  was  at  Bunker  Hill 
and  rode  into  the  jaws  of  Hell  at 
Balaklava,  but  in  its  own  right  the 
company  today  is  fighting  the  most 
critical  battle  of  its  life.  Seven  years 
ago  Wilkinson  stumbled  almost  by  ac- 
cident into  a  war  for  the  U.S.  razor- 
blade  market,  and  to  its  never-ending 
surprise  won  a  good  share  for  itself 
against  the  likes  of  Gillette  Co.,  Schick 
Razor  (a  division  of  Eversharp)  and 
American  Safety  Razor  (a  division  of 
Philip  Morris!.  This  has  now  become 
a  global  war,  with  Wilkinson  on  the 
one  side  and  Gillette  on  the  other; 
and  it  is  bleeding  Wilkinson. 

Xo  two  adversaries  could  be  more 
uneven})  matched.  Even  after  seven 
years  of  phenomenal  growth,  Wilkin- 
son still  is  a  relatively  small  company, 
with  sales  last  year  of  only  $44  mil- 


lion. Gillette,  by  contrast,  had  sales  of 
$553  million.  Gillette's  advertising 
budget  exceeds  Wilkinson's  total  reve- 
nues by  at  least  a  third. 

Still,  Wilkinson  has  been  around  a 
long  time,  and  Roy  Randolph,  the 
company's  47-year-old  deputy  chair- 
man, is  confident  that  it  will  still  be 
around  to  celebrate  its  200th  anni- 
versary in  1972. 

The  story  of  the  company,  as  its 
television  ads  proclaim,  is  the  story  of 
the  British  Empire.  Wilkinson  was 
founded  three  years  before  the  Battle 
of  Lexington  by  Henry  Nock,  a  gun- 
maker,  in  a  little  shop  in  the  old  City 
of  London,  in  the  Parish  of  St.  Mary 
Axe.  Soon  after,  Nock  began  to  spe- 
cialize in  hand-crafted  swords,  moving 
to  a  new  swanky  address,  Pall  Mall 
near  St.  James's  Palace.  Thence  re- 
paired every  young  officer  for  a  saber 


to  brandish  while  leading  his  men  into 
battle  in  the  Empire's  far-flung  wars. 

Wilkinson  still  makes  swords,  about 
7,000  a  year.  It  made  the  famous 
"Stalingrad  sword"  that  King  George 
VI  presented  to  Soviet  Russia  in  World 
War  II.  For  a  maharajah  who  had 
everything,  it  made  a  hollow  sword 
containing  a  place  to  keep  cigarettes, 
a  lighter,  a  gold  pen,  a  watch  and  a 
wine  flask.  U.S.  Marine  Corps  officers 
buckle  on  Wilkinson  swords  for  cere- 
monial occasions. 

Wilkinson  got  into  the  razor-blade 
business  because  after  World  War  II 
it  had  decided  to  market  pruning 
shears  and  other  gardening  tools  in 
the  U.S.  Over  the  years,  Wilkinson 
had  developed  a  stainless-steel  razor 
blade,  and  in  the  early  Sixties  it  de- 
cided to  place  the  razor  blade  in 
hardware  stores,  along  with  its  garden- 


ing  tools,  just  as  a  sales  gimmick. 
Let  today's  kids  sneer  at  the  adage 
about  building  a  better  mousetrap. 
Wilkinson  didn't  advertise  the  blades, 
but  Americans  heard  about  them  some- 
how, and,  though  Wilkinson  blades 
were  priced  at  15  cents  each  as  com- 
pared with  7  cents  or  less  for  conven- 
tional carbon-steel  blades,  they  rushed 
to  snap  them  up. 

"We  Had  a  World  Beater" 

Wilkinson  didn't  have  either  the 
plant  or  the  organization  to  cope  with 
the  stampede,  but,  undaunted,  it  be- 
gan to  create  them.  "We  decided  to 
put  in  a  crash  program,"  says  Roy 
Randolph.  "We  then  began  advertising 
in  October  1961.  We  spent  £60,000 
[$160,000  in  those  days],  more  than 
Wilkinson  had  ever  dreamed  of  spend- 
ing on  promotion.  By  March  1962, 
orders  were  pouring  in  from  all  over 
the  place,  and  we  sat  down,  knowing 
we  had  a  world  beater.  So  we  decided 
to  enter  the  big  league,  because  other- 
wise the  competition  would  catch  up 
with  us  and,  if  we  weren't  strong 
enough,  we  would  go  under." 

Wilkinson  started  slicing  up  the 
market  with  its  blades  the  way  British 
officers  of  a  bygone  era  had  cut  down 
enemy  troops  with  Wilkinson  sabres. 
In  1961  it  had  no  more  than  6%  of  the 
blade  market  in  the  United  Kingdom. 
Today  it  boasts  46%.  (Gillette  says 
Wilkinson  has  only  45%,  but  this  is  a 
less-than-meaningful  quibble,  because 
Wilkinson  has  51%  of  the  higher  priced 
stainless-steel  blade  market,  which  is 
where  the  profits  are. ) 

Wilkinson  started  with  a  fraction  of 
1  %  of  the  U.S.  market  to  Gillette's  65%. 
"Now,"  claims  Randolph,  "we've  got 
15%  of  the  stainless  market,  8%  of  the 
whole  market."  The  company  has  been 
expanding  its  manufacturing  facilities 
in  the  U.S.  as  rapidly  as  possible. 

Next  door,  in  Canada,  Wilkinson 
says  it  has  one-third  of  the  stainless- 
steel  blade  market. 

Wilkinson's  West  German  sub- 
sidiary, Randolph  says,  has  40%  of  the 
stainless  market.  In  Australia,  he  claims 
29%  of  the  market;  in  neighboring  New 
Zealand,  41%. 

On  the  other  hand,  when  the  com- 
pany went  into  France  in  1966,  it 
was  practically  a  marketing  Dunkirk. 
In  Norway  and  Italy  it  has  done  some- 
what better,  but  even  so  Wilkinson 
claims  no  more  than  10%  of  the  Italian 
market.  Randolph  adds:  "There  re- 
mains a  lot  of  scope  for  expansion 
here  and  elsewhere  in  Europe,  and 
we  have  other  areas  which  we  shall 
develop  at  leisure.  South  America  is 
just  beginning  to  roll  alter  a  one-yeai 
preliminary  survey." 

Wilkinson   is  even   eyeing   I  lie    Iron 


AIDING  THE  ENEMY 


Ironically,  Wilkinson  Sword  has 
to  pay  Gillette  for  the  right  to  fight 
Gillette. 

There  was  nothing  new  about 
the  idea  of  a  stainless-steel  blade 
when  Wilkinson  came  out  with  one 
in  1961.  All  the  majors  had  been 
playing  with  the  idea  for  years. 
They  hadn't  pushed  it  for  an  ob- 
vious reason:  Since  a  stainless-steel 
blade  lasts  longer  than  a  carbon- 
steel  blade,  they  would  obviously 
sell  fewer  of  them. 

Wilkinson  didn't  have  to  worry 
about  this  problem. 

Once  the  Wilkinson  stainless- 
steel  blade  went  on  the  market, 
Gillette  sprang  a  surprise:  It 
claimed  to  have  a  patent  on  a  key 
stainless-steel  coating  process.  Wil- 
kinson found  that  it  was  faced 
with  a  protracted  lawsuit. 

"It  was  a  bombshell,"  recalls 
Deputy  Chairman  Roy  Randolph. 
"They  said,  'This  patent  of  ours 
will  be  published  in  Belgium  to- 
morrow.' If  we  hadn't  been  prepar- 
ing to  go  public,  I  would  have 
fought  it  to  the  House  of  Lords, 
if  necessary.'' 

Gillette  clearly  had  everything 
to  gain  by  delaying.  It  may  have 
preferred  never  to  have  to  make  a 
stainless-steel  blade,  but  now  that 
it  couldn't  help  itself,  it  needed 
time — time  to  retool  its  vast  plant, 
time  to  find  new  sources  of  ma- 
terials. This  would  also  be  a  costly 
process. 

Wilkinson  finally  arranged  to 
pay  Gillette  a  2.  royalty  on  sales 
in  the  U.S.  plus  4.5%  on  invoiced 
sales  elsewhere.  The  company  no 
longer  has  to  pay  the  2'«.  but  it's 
still  paying  the  4.5%. 


Curtain  countries.  It  recently  sold  the 
Polish  government  the  equipment  and 
knowhow  for  a  factory  in  Lodz  with 
an  annual  50-million-blade  capacity. 

Until  recently,  Wilkinson's  growth 
was  marked  by  almost  unbelievable 
profitability.  In  1963  pretax  profits 
ran  to  about  71%  of  all  capital  em- 
ployed; in  1964,  to  55%.  The  reason: 
"The  1961  blade  was  so  demonstrably 
better  that  we  had  to  spend  almost 
nothing  on  advertising  for  two  years." 

The  Enemy  Rallies 

Then,  Gillette  counterattacked.  Gil- 
lette came  out  with  its  own  stainless- 
steel  blade,  backed  by  the  kind  of 
advertising  and  marketing  program 
that  its  huge  organization  was  capable 
of  mounting.  "Suddenly,"  says  Ran- 
dolph, "the  world  was  flooded  with 
stainless-steel  blades." 

Wilkinson  fought  back,  pouring  out 
advertising  dollars  to  hold  its  place  in 
the  stainless-steel  blade  market.  This 
was  a  terrible  strain  for  such  a  small 
company,  and  profits  fell  dramatically 
from  $10  million  in  1964  to  $6  million 
in  1965  and  $5.6  million  in  1966.  By 
1967  Wilkinson's  promotional  expen- 
ditures were  outrunning  its  pretax 
profits,  although  the  latter  had  risen 
to  $6.2  million.  In  the  first  six  months 
of  this  year,  profits  were  down  to  $1.5 
million  from  $4  million  in  the  first  half 
of  1968. 

The  high  cost  of  advertising  is  not 
Wilkinson's  only  problem.  Chrome- 
covered  blades  are  the  latest  thing, 
and  here  Wilkinson  does  not  have  the 
runaway  headstart  it  did  with  stain- 
less-steel blades.  The  company  had 
been  hoping  to  come  out  with  some- 
thing even  better — a  blade  incorpo- 
rating an  electrolytically  formed  edge. 
Unfortunately,  says  Randolph,  "It 
didn't  work  out.  We  gave  up  after 
spending  a  lot  of  time  and  money." 
The  experiments  delayed  Wilkinson  a 
year  in  going  on  the  market  with  a 
chrome-covered  blade.  On  the  other 
hand,  since  Wilkinson's  chrome-cov- 
ered blade  is  competitively  priced, 
despite  the  delay  the  company  was 
able  last  year  to  raise  its  market  share 
a  bit. 

Randolph's  optimism  that  Wilkinson 
can  continue  to  hold  its  own  against 
Gillette  is  based  primarily  on  the  fact 
that  Wilkinson  not  only  has  a  product 
the  public  likes,  but  now  it  also  has  a 
modern  manufacturing  and  marketing 
organization.  And  this  it  didn't  have 
in  1961  when  its  stainless-steel  blade 
unexpectedly  caught  on. 

The  company's  emblem  is  a  pair  of 
crossed  swords.  Until  1972,  at  least, 
when  it  will  be  200  years  old,  it  also 
will  be  keeping  its  fingers  crossed, 
but,  then,  Gillette  probably  will,  too.  ■ 
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Control  Data's  Cinderella 

Commercial  Credit,  acquired  last  year,  regards  itself  as  Control  Data's  "go/den  arm" 
—and  with  good  reason.  But  the  stock  market  only  wants  to  hear  about  computers. 


One  of  the  more  spectacular  recent 
mergers  was  the  196S  takeover  by 
smallish  computer  maker  Control  Data 
of  giant  moneylender  Commercial 
Credit  Co.  And  yet,  the  merger  is 
working  well.  The  merged  company's 
earnings  at  the  nine-month  mark  were 
$39  million,  up  ST  million  from  the 
same  period  in  1968.  The  striking  fact 
was  that  about  two-thirds  of  the  gain 
came  from  the  money-lending  subsi- 
diary. In  fact,  pretax  profits  of  the 
computer  company  declined  in  the 
third  quarter  os.  a  year  ago. 

Control  Data's  computer  showing 
would  have  been  even  less  favorable 
but  for  some  very  smart  financial 
maneuvering  involving  computer  leas- 
ing. Leasing  helps  sell  computers  but 
it  can  penalize  profits  because  in  the 
early  years  of  a  contract  costs  tend 
to  outrun    income. 

Control  Data's  solution  this  year 
is  simple,  it  leases  the  computers, 
tin  n  sells  some  leases,  thus  realizing 
ui   immediate  profi  transac- 

tion and  yet  providing  the  customers 
with  the  leasing  service.  This  lease- 
and-sale  transaction  is  purely  finan- 
cial; at  the  end  of  the  lease  period 
the  machine  reverts  to  ("IX".  not  to 
the  leaseholder.  Control  Data  wont 
say  how  many,  but  a  good  number 
of  the  leases  are  sold  to  Commercial 
Credit,  thus  keeping  in  the  family 
the  middleman's  profit. 

The  Money  Machine 

Computer  leases  aside.  Commercial 
Credit  is  coining  money  these  days. 
Of  course,  tight  money  has  great- 
K  increased  Commercial  Credit's  bor- 
rowing costs,  and  Commercial  Credit 
is  a  huge  borrower,  to  the  tune  of 
$2.5  billion  and  more.  In  1969's  first 
nine  months,  its  borrowing  costs 
soared  over  the  same  1968  period 
from  $104  million  to  $130  million. 
But  no  matter.  With  banks  turning 
away  customers,  Commercial  Credit 
stands  reach'  to  take  care  of  them. 
The  reason:  Banks  today  have  gov- 
ernment-imposed interest-rate  ceilings 
on  what  they  can  pay,  which  prices 
them  out  of  the  money  market.  Fi- 
nance companies  can  pay  the  going 
rate  for  money,  whatever  it  is. 

And  profits?  Well,  lenders  turned 
away  by  banks  aren't  in  a  position  to 
argue  about  what  they  are  charged. 

If  the  banks  ever  get  out  of  their 
bind,  of  course,  things  could  slip  back 
to  where  they  were  a  few  years  ago, 
when  companies  like  Commercial 
Credit   were   in   trouble   because   the 
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banks  were  taking  business  away  (one 
reason  Control  Data  could  buy  Com- 
mercial Credit  at  a  bargain  price). 

But  if  the  old  situation  returns. 
Commercial  Credit  intends  to  be  in 
a  much  stronger  position  than  former- 
ly. "'For  one  thing,"  says  CCC  Chair- 
man LeBaron  S.  Willard  Jr.,  "we  had 
started  a  program  about  two  years  ago 
to  shift  away  from  unprofitable  lend- 
ing and  to  eliminate  marginal  clients 
that   is   just   now  making  itself  felt." 

One  reason  it  has  been  able  to  do 
so  is  that  a  number  of  states  have  in- 
creased the  maximum  loan  a  personal 
loan  company  may  make,  in  New  York, 
for  instance,  from  $800  to  81,400, 
which  means  more  of  those  juicy 
24%-interest  loans  without  additional 
overhead.  CCC's  long  depressed 
auto-loan  business,  reports  Willard,  is 
now  down  from  over  two-thirds  to 
about  one-third  of  CCC's  total  loan 
business.  Today  CCC  is  expanding  in 
more  remunerative  areas  like  com- 
puter leasing,  mobile  homes  and 
equipment  leasing.  And,  unlike  per- 
sonal loans,  there  are  no  rate  ceilings. 

CCC  also  has  a  thriving  credit  and 
life  insurance  business  and  a  casualty 
and  auto  insurance  operation.  While 
its  underwriting  profits  fell  sharply 
this  year,  like  everyone  else's,  sharply 
higher  investment  income  produced 
an  increase  in  total  net.  Says  Willard. 
"We  have  a  $300-million  securities 
portfolio  with  capital  gains  which  we 
had  never  taken.  This  year,  for  the 
first  time,  we  took  a  modest  amount 
and  included  it  in  earnings."  The  rest 
remains  as  a  comfortable  cushion 
for    future   poor   years. 

Even  more  important  this  year, 
adds  Willard,  "We  sold  off  six  of  our 
ten  manufacturing  operations,  all  los- 
ing money  and  tying  up  capital."  This 
year  manufacturing  volume  is  down 
sharply  to  about  $80  million,  but  it 
is  adding  to  profits.  And  the  opera- 
tions that  were  sold  yielded  in  excess 
of  $35  million  in  cash  and  notes. 

CCC  has  other  goodies  it  can  pull 
out  of  the  bag.  For  one  thing,  while 
earnings  were  below  those  of  a  decade 
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ago,  its  equity  capital  rose  54',  to 
$400  million.  It  did  so  because  in- 
surance and  finance  companies  con- 
tinuously make  reserve  and  other 
charges  on  earnings  that  eventually 
are  transferred  directly  to  equity 
rather  than  going  through  the  in- 
come account.  The  more  rapid  the 
growth,  the  heavier  the  earnings  pen- 
alty. How  heavy  it  has  been  for  CCC 
is  shown  by  the  sharp  rise  in  its  re- 
serves for  unearned  income  and  losses 
on  receivables,  up  $125  million  in  the 
last  two  years  to  some  $350  million. 

Willard  points  out  that  for  every 
added  dollar  of  equity,  CCC  can  ex- 
pand its  lending  activities  six  or 
seven  times  that  amount. 

"Under  these  circumstances,"  says 
Willard,  "I'll  be  pretty  surprised  if 
we  can't  find  opportunities  that  re- 
turn much  more  than  the  8%  we  earn- 
ed on  our  equity  capital  last  year.  We 
are  Control  Data's  golden  arm." 

Accentuating  the  growth  of  Com- 
mercial Credit's  earnings  base  is  the 
new  dividend — or  rather  nondividend 
— policy.  Since  the  merger,  Commer- 
cial Credit  stockholders  no  longer  re- 
ceive dividends;  Control  Data  plows 
everything  back.  Thus  some  $19  mil- 
lion a  year  that  once  went  out  in 
dividends  now  stays  in   the  business. 

In  spite  of  all  these  advantages,  the 
merger  still  presents  certain  problems. 
One  is  in  the  all  important  area  of 
image.  Successful  computer  com- 
panies currently  get  price /earnings 
ratios  of  40  and  more;  finance  com- 
panies currently  rate  only  14  times. 
CDC  worries  lest  some  of  Commer- 
cial Credit's  P/E  may  rub  off  on  it. 
(Which  partly  explains  why  it  con- 
tinues Lo  publish  a  separate  earn- 
ings report  for  the  credit  company,  so 
analysts  can  see  for  themselves  where 
the  profits  are  coming  from.) 

So  far  this  has  not  happened.  Ear- 
lier this  year  CDC  had  a  price/earn- 
ings ratio  of  50  times  the  preceding 
year's  earnings.  But  having  a  computer 
image  can  hurt,  too.  It  was  apparently 
the  slight  decline  in  the  computer 
company's  operating  income  in  the 
third  quarter  that  touched  off  the 
slide  in  Control  Data  stock,  from  149 
to  110  in  two  months  time — despite 
profits  from  Commercial  Credit  that 
more  than  offset  the  decline. 

For  all  of  this  merger's  apparent 
success.  Wall  Street  apparently  con- 
tinues to  judge  Control  Data  as  a 
good  computer  company  that  owns  a 
finance  company    on  the  side.  ■ 
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Worth  Fighting  Over 

No  wonder  PepsiCo  is  fighting  to  get  control  of  Miller  Brewing.  Miller 
is  one  of  the  most  successful  and  fastest-growing  brewers  around. 


President  Charles  W.  Miller  was 
hopping  mad.  He  had  just  learned, 
via  a  Milwaukee  Sentinel  reporter, 
that  W.  R.  Grace  &  Co.  had  agreed 
to  sell  its  53%  interest  in  Miller  Brew- 
ing Co.  to  PepsiCo  Inc.  for  $120  mil- 
lion, an  eye-popping  $84  million  more 
than  it  had  paid  for  the  stock  three 
years  earlier.  A  couple  of  days  later 
it  was  PepsiCo's  turn  to  be  angry  and 
Miller's  turn  to  be  confused.  Grace 
cancelled  the  deal  and  instead  sold  its 
holdings  to  Philip  Morris  Inc.,  this 
time  for  $1.30  million.  (Almost  imme- 
diately PepsiCo  sued  Grace,  charging 
failure  to  execute  contract;  the  case 
has  not  yet  gone  to  trial.) 

Today,  six  months  later,  Miller  is 
neither  angry  nor  confused;  he's  hap- 
py, and  with  good  reason.  He  expects 
record  sales  of  about  5.15  million  bar- 
rels in  1969,  more  than  $200  million 
worth  of  beer,  and  double  the  level  of 
ten  years  ago.  He  predicts  that  with- 


in the  next  ten  years  sales  will  double 
again.  Indeed,  in  the  last  five  years 
the  company's  sales  have  increased 
7 J'-  vs.  an  industry  growth  of  18%, 
and  Miller  has  moved  from  11th  to 
eighth   place. 

Most  important.  Miller  Brewing  re- 
mains an  autonomous  operation  with 
Charlie  Miller  (no  relation  to  the 
founding  family )  very  much  in 
charge.  True,  Philip  Morris  President 
George  Weissman  and  Vice  President 
John  E.  Cookman  have  replaced 
the  two  Grace  executives  on  Miller 
Brewing's  seven-man  board.  How- 
ever, Miller,  his  executive  vice  presi- 
dent Edward  W.  Huber,  and  three 
other  Milwaukeeans  constitute  an 
overwhelming  majority. 

Miller  does  concede  that,  like 
Grace  before  it,  Philip  Morris  wants 
to  buy  the  remaining  47%  of  the 
stock,  long  owned  by  De  Ranee  Inc., 
a    Milwaukee    foundation.    "But   thev 


said  they  wouldn't  change  the  board," 
says  Miller.  Nor  does  Miller  worry 
about  PepsiCo  winning  its  suit.  "Roth 
Philip  Morris  and  PepsiCo  are  very 
smart  consumer  marketing  com- 
panies," he  says.  "And  both  know 
that  they  don't  know  anything  about 
beer.  So  we  can  get  along  very  well 
with  either  of  them." 

Of  course,  Miller  knows  that  this 
degree  of  freedom  will  continue  only 
as  long  as  his  company  remains  prof- 
itable and  fast-growing.  And  just  ten 
years  ago  the  brewery  was,  in  Mil- 
ler's words,  "going  absolutely  no 
place."  He  traces  the  problem  back 
to  a  bitter  77-day  strike  in  1953.  Sales 
plunged  30%,  and  it  wasn't  until  1964 
— some  11  years  later — that  Miller's 
volume  finally  surpassed  its  prestrike 
high. 

Friendly  Strikes 

Explains  Miller:  "At  that  time  we 
had  nearly  all  exclusive  distributors. 
So  they  had  nothing  to  sell  for  77 
days.  Many  of  them  went  out  of  busi- 
ness. Just  retired.  Today,  nearly  all 
our  distributors  handle  a  local  brand 
as    well.    We    still    have    strikes,    of 


Dream  a  Little 

Cleveland's  conservative  old  Diamond  Shamrock  is 
transforming  itself  into  a  natural  resource  company. 


A  FEW  years  ago  James  A.  Hughes, 
president  of  Cleveland's  Diamond 
Shamrock  Corp.,  concluded  that 
heavy  commodity  chemicals  were  in 
for  trouble.  The  observation  was  not 
merely  academic,  for  as  recently  as 
1966  such  chemicals  provided  some- 
thing like  60'//  of  Diamond's  sales, 
ilhough  somewhat  less  of  its  profits. 
'"We  decided  we'd  belter  do  two  or 
three  things,"  Hughes  says.  "First, 
we'd  better  get  into  the  proprietary 
and    specialty-type    chemicals    where 


the  margins  were  better.  And  second, 
we  ought  to  get  ourselves  belter  pro- 
tected in  raw  materials,  especially 
petrochemicals." 

By  way  ol  a  pair  of  major  acquisi- 
tions, Diamond  handily  did  both.  In 
May  1967  ii  acquired  Newark's  Nop- 
co  Chemical,  a  producer  of  chemical 
specialties;  and  in  December  1967  it 
picked  ii))  Ainarillo's  Shamrock  Oil 
&  Gas,  an  oil  company  with  sizable 
natural  gas  reserves  and  a  nine-state 
gasoline  marketing   system, 


Nopco  and  Shamrock  provided  the 
protection  in  raw  materials  and  spe- 
cialties Diamond  needed.  Rut  having 
got  the  hang  of  the  thing,  Diamond 
went  on  to  acquire  Cleveland's  90- 
year-old  Pickands  Mather  &  Co.  an 
iron  ore  outfit.  With  that  last  move, 
what  started  out  as  a  commodity- 
heavy  chemical  company  suddenly 
began  to  look  like  a  broad-based  na- 
tural resource  company,  with  pivots 
in  chemicals  (63%  of  last  year's  $515- 
million  sales),  oil  and  gas  (20%)  and 
minerals   (17%). 

As  defensive  moves,  Diamond's  ac- 
quisitions were  rather  a  mixed  bag. 
As  Hughes  had  foreseen,  Diamond's 
commodity  chemical  profits  were 
headed  for  trouble,  and  Nopco  helped 
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course,  but  they're  very  friendly- 
strikes  now.  We  had  a  37-day  strike 
last  summer,  yet  we'll  end  up  with  a 
lies  increase.  We  went  out  of  our 
way   to  keep  that  strike  friendly." 

The  1953  strike  was  only  sympto- 
matic of  what  was  wrong  with  the 
company.  Brewing  is  a  business 
where  the  weakest-link-in-a-chain  the- 
ory applies  perfectly .  Every  function 
— production,  marketing,  labor  rela- 
tions, even  legal — must  be  running 
right.  As  Miller  sees  it,  the  company 
had  some  weak  links. 

"We  changed  four  men  ten  years 
ago,"  says  Miller,  "and  our  success  is 
due  to  that.  We  already  had  two  ex- 
cellent men:  Ed  Huber,  our  brew- 
master,  and  Jack  Savage,  our  general 
counsel.  We  added  a  new  treasurer 
and  new  directors  of  marketing,  pro- 
duction and  labor  relations.  If  you 
have  very  good  men.  you  will  attract 
other  good  men  and  so  you  won't 
need  as  main  men  and  you  can  pay 
them   more." 

Miller  wasn't  president  when  these 
men  were  hired.  He  had  been  treas- 
urer until  1965,  when  he  moved  over 
to  Grate  as  a  vice  president.  He  re- 
turned to  Miller  Brewing  as  president 
in  1966,  following  the  death  of  Nor- 
man B.  dug. 

Making    the    Rest   of   Things 

In  some  regards,  the  company  has 
turned  disadvantages  into  benefits. 
For  example,  even  though  Miller  High 
Life  was  a  national  brand  like  Bud- 
vveisei ,  Schlitz  and  Pabst,  for  years 
the  company  had  only  one  brewers. 
So  it  had  to  ship  long  distances.  This 
required  top  quality  control  to  pre- 
vent the  beer  from  spoiling,  and  to- 
day Miller  beer  has  perhaps  the  long- 
est shell  life  of  any   major  beer. 

The  company  tried  to  beat  the  high 
shipping  costs  involved  with  a  rev- 
olutionarv  beer  concentrate   it   devel- 


8eer    &    Smokes.    Miller   of   Miller   (left),    Weissman    of    Philip    Morris. 


oped  in  the  early  Sixties;  the  concen- 
trate would  be  made  in  Milwaukee  and 
shipped  to  other  cities  where  water 
would  be  added.  Under  pressure  from 
other  brewers,  the  Government  ruled 
that  the  term  "beer  concentrate"  had 
to  be  included  on  the  label. 

"This  was  the  kiss  of  death,"  says 
Miller,  "so  we  didn't  do  it.  But  work- 
ing with  this  concentrate  taught  us 
how  to  brew  our  beer  exactly  the 
same  way  in  other  locations.  Our 
competitors  can't  do  this;  their  beer 
tastes  different  from  brewery  to 
brewery.  Once  we  were  able  to  do 
this,  we  were  able  to  expand  with 
new  breweries  both  in  Texas  and  in 
California." 

Of  course,  not  everything  has 
worked  out  as  well  as  planned.  The 
acquisition  in  1961  of  Gettelman 
Brewing  Co.  and  its  popular-priced 
Gettelman    brand    has    proved    only 


marginally  profitable,  and  its  distribu- 
tion has  been  limited  to  Wisconsin. 
"We  increased  its  sales  over  50%," 
says  Miller.  "We  are  content,  but  we 
know  as  long  as  we  sell  it  at  local 
prices,  we  can't  make  much  money." 

Thus,  Miller  High  Life,  a  premium- 
priced  beer,  will  remain  the  main 
thrust  of  the  company.  "We  will  run 
out  of  capacity  in  three  years,"  says 
Miller.  "We  are  looking  for  a  brew- 
ery site  in  the  northeast  right  now, 
and  we  plan  to  spend  $175  million  to 
$200  million  for  new  plant  over  the 
next  decade." 

That's  quite  a  bite  for  a  company 
that  can't  really  be  sure  what  its 
new  owner  will  do  or  even  who  its 
new  owner  really  is.  The  fact  that 
Charlie  Miller  can  plan  so  confident- 
ly to  spend  millions  of  dollars  is  just 
one  more  proof  that  the  company  is 
indeed  worth  fighting  over.  ■ 


offset  the  decline.  So  far,  SO  good. 
Only  Shamrock's  ammonia  and  LPG 
(liquefied  petroleum  gas,  or  bottled 
gas)  businesses  ran  into  the  same 
kind  of  price  and  capacity  trouble 
that  Diamond  itself  faced.  The  result 
was  that  Diamond's  1968  earnings 
fell  17%  on  a  5%  gain  in  sales,  while 
nine-month  earnings  were  off  another 
12%  this  year.  But  Hughes  hopes  to 
pull  even  with  1968  by  the  year's 
end,  then  move  ahead  briskly  in  1970. 
"I  think  we've  taken  our  lumps,"  he 
says.  "If  prices  don't  fall  apart  again 
— and  they  shouldn't — we're  set  for 
a  big  increase." 

What  excites  Hughes  these  days  is 
the  potential  he  sees  in  Pickands 
Mather.    A    jack-of-all-trades    to    the 


steel  industry,  PM  makes  its  money 
primarily  from  a  fleet  of  Great  Lakes 
ore  boats  and  from  a  string  of  iron 
ore  pelletizing  plants  that  it  man- 
ages, but  that  the  steel  companies 
own.  Hughes  expects  that  for  the  first 
time,  with  the  enlarged  financial  re- 
sources the  merger  has  put  at  PM's 
disposal,  it  will  be  able  to  take 
substantial  ownership  positions  in  any 
new  ventures  it  undertakes.  "We'd 
certainly  take  an  equity  interest,"  he 
says,  "if  we  found  iron,  or,  if  you 
want  to  dream  a  little,  nickel." 

In  partnership  with  others,  PM  is 
actively  looking  not  only  for  iron  but 
for  oil  and  nonferrous  metals  in  Aus- 
tralia and  elsewhere  in  the  world. 
The  closest  it  has  come  to  a  commer- 


cial project  so  far  is  a  massive  iron- 
ore  deposit  its  geologists  turned  up 
last  fall  in  Ivory  Coast.  The  ore  is 
more  than  competitive  with  Austra- 
lia's, Hughes  says,  and  its  nearness 
to  the  big  European  steel  market 
ought  to  make  it  doubly  attractive. 
But  even  if  PM  should  go  ahead, 
it  would  be  two  or  three  years  be- 
fore a  mine  could  be  developed. 

At  this  point,  Hughes  denies  Di- 
amond has  any  further  major  acquisi- 
tions in  mind — not  in  chemicals  or 
oils  or  metals  or  anything  else.  Says 
he:  "We  think  we  have  enough  right 
now  to  keep  us  busy."  In  view  of 
how  far  Diamond  Shamrock  has 
moved  in  the  last  three  years,  one 
could  agree.  ■ 
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Du  Pont 


Du  Pont  is  still  a  great 

blue  chip, 

there's  no  doubt  about  that 

But  those  cobwebs? 

Are  they  real? 

Or  only  in  the  eye  of 

today's  investors? 


A  company  so  wealthy  that  it  still 
has  oo  debt  in  a  highly  leveraged  in- 
dustry (aside  from  a  token  amount  in 
Europe  for  balance-of-payments  con- 
siderations)? A  company  that  grandly 
passed  on  lo  its  shareholders  all  the 
dividends  from  its  23'!  position  in 
General  Motors  (cumulatively  worth 
about  $2  billion)?  A  company  that 
consistent])  spends  about  llf<  of  sales 
on  basic  research  and  development? 
It  is  only  a  matter  of  time  before  it 
finds  another  nylon.  For  du  Pont, 
mighty  E.  I.  du  Pont  de  Nemours 
ik  Co.,   is  the  bluest  of  blue  chips. 

Other  blue  chips  might  fall  from 
favor  but  not  du  Pont.  So  even  though 
du  Pont-generated  earnings  went  no- 
where in  the  early  Sixties  (from  $6.38 
a  share  in  1959  to  $6.84  four  years 
later),  the  stock  never  wavered.  It  re- 
mained in  the  neighborhood  of  250 
with  an  average  multiple  in  the  high 
20s.  (list  before  du  Pont  finished  dis- 
tributing the  las!  ■>!  its  CM  holdings 
to  its  stockholders  in  January  1965 — 
a  divestiture  toned  by  a  1961  anti- 
trust decret — earnings  spurted  IT'  to 
$7.58  per  share  and  the  stock  hit  a 
postwar  high  ol 

Once  the  world  belonged  to  blue 
chips  like  this.  But  the  world  changes, 
even  for  a  company  like  tin  Pont.  The 
chemical  industry  was  clearly  be- 
coming o\enn)\  >!.  Attracted  by  its 
high-technology  glamour  and  its  fat 
margins,  rubber  companies  distilling 
companies,  drugstore  chains,  COilglom- 
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erates  and,  walking  with  the  heaviest 
tread  of  all,  giant  petroleum  com- 
panies began  muscling  their  way  into 
the  chemical  business.  Price  wars 
were  inevitable. 

So  it  was  that  at  the  first  sign  of  a 
drop  in  du  Pont  earnings,  in  the  third 
quarter  of  1966,  the  stock  came 
crashing  down — plummeting  100 
points  in  one  year.  It  stayed  at  the 
150  level  until  this  year,  buoyed  by  a 
significant  recovery  in  1968  earnings. 
Hut  as  it  became  apparent  that  the 
recovery  was  not  going  to  continue, 
du  Pont  stock  nose-dived  again.  After 
a  sharp  drop  in  third-quarter  earnings 
in  September,  it  sank  to  112 — an  $8.4- 
billion  drop  in  market  value  from  the 
late  1964  high.  This  year,  on  sales  that 
will  be  about  $1  billion  ahead  of 
1964's,  du  Pont  probably  won't  equal 
1964's  non-GM  net. 

The   Cushion 

Now  of  course,  as  befits  a  blue  chip 
with  such  an  awesome  heritage,  a 
high  percentage  of  tin  Pont  shares  are 
held  long  term.  Some  35V  is  lying  in 
state  in  bank  trust  hinds  and  college 
endowments  and  the  like,  and  another 
29S  is  held  by  Christiana  Securities, 
the  closed-end  investment  company  of 
the  prolific  du  Pont  clan.  For  share- 
holders of  long  standing  such  as  these, 
the  drop  in  du  Pout's  market  valuation 
is  cushioned  considerably  In  the  pres- 
ent worth  of  their  GM  shares,  or 
roughly     $4.7     billion.     But     this     is 


cold  comfort  indeed  to  those  who 
bought  into  du  Pont  the  last  five  years 
after  the  last  GM  divestiture. 

Today,  mention  du  Pont  to  a  go-go 
fund  manager  or  a  "performance"- 
minded  investor  and  he  will  yawn- 
Certainly,  du  Pont  is  a  blue  chip.  But 
look  at  those  cobwebs. 

Down  in  Wilmington,  Del.,  President 
Charles  Brelsford  (Brel)  McCoy  is 
quick  to  point  out  that  the  cobwebs 
are  imaginings  in  the  eye  of  the  be- 
holder. He  says:  "We  have  an  identi- 
fiable two  dozen  fairly  important  new 
products  that  we  are  bringing  along 
right  now.  That  means  that  we  carry 
a  very  substantial  financial  penalty. 
This  is  a  big  drag  on  earnings.  A 
number  of  these  developments  have 
better  than  $25  million-$50  million 
invested  in  them — a  good  deal  more 
than  that  in  some  cases  before  they'll 
start  to  produce  anything  for  the 
stockholders.  In  other  words,  we've 
got  this  unusually  big  lump  moving 
through  the  snake  and  it  hasn't  come 
out  yet.  But  we're  quite  confident  that 
most  of  them  will  be  well  into  the 
black  within  the  next  five  years." 

Included  in  this  category  are:  Cor- 
fam,  a  synthetic  leather;  Qiana,  a  syn- 
thetic silk;  Nordel,  a  new  synthetic 
rubber;  Symmetrel,  a  flu-preventive 
capsule;  a  dazzling  array  of  plastic 
films;  Teflon  heat  exchangers;  a  fast 
food  freezing  process;  and  "spun- 
bonded"  materials.  Never  before 
in   its   history  has  du  Pont's  research 
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cornucopia  been  so  brim-full  with  new 
products. 

And  that,  it  appears,  is  part  of  the 
problem.  Many  of  these  new  products 
have  been  running  heavy  expenses 
simultaneously,  particularly  over  the 
past  five  years.  Or,  to  put  it  another 
way,  some  have  made  very  disappoint- 
ing progress  in  the  market  and  others 
have  taken  unexpectedly  long  to  de- 
velop. "New  products  fresh  out  of 
research  just  don't  work  out  according 
to  the  clock,"  says  McCoy.  "You  can't 
schedule  one  for  1961,  one  for  1962, 
one  for  1963  and  so  forth.  It  just 
doesn't  work  out  that  way.  Now  we 
were  deliberately  trying  to  meet  the 
predicted  decline  in  the  fiber  market 
with  new  products  that  would  pick 
np  as  it  went  down.  It  was  inevitable 
that  we  couldn't  hold  our  return  there 
where  it  was.  Well,  if  the  timing  of  new 
products  doesn't  go  right,  as  it  hasn't, 
then   you're  lucky  if  you  stay  level." 

But  new  products  are  not  the  only 
trouble  spot,  older  products  are,  too. 
While  it  has  been  waiting  for  these 
21  new  products  to  start  contributing 
to  earnings,  du  Pont  has  found  that 
the  largest  segment  of  its  business — 
fibers — has  been  under  heavy  siege. 
One-third  of  du  Pont's  1968  sales  of 
billion  were  in  textile  fibers,  a 
fast-growing  market  that  was  the 
scene  <>t  massive  expansion  by  exist- 
ing competitors  and  new  entrants  in 
1965  and  1966.  Man-made  fiber  ca- 
pacity increased  233  in  1966  alone. 
With  all  this  new  capacity,  prices  on 
many  fibers  sank  close  to  commodity 
levels.  The  price  of  polyester  staple 
Fell  21V  the  next  year,  for  example. 
Vet,  when  the  smoke  cleared  last  year, 
du  Pont  still  held  about  half  of  the 
industry's  poundage  capacity  and  half 
of  its  sales.  Thanks  to  superb  research 
and  a  continuing  policy  of  eliminating 
bottom-of-the-line  commodity  fibers  as 
mw  fibers  are  introduced,  it  still 
ranked  first  by  a  wide  margin  in 
every  one  of  its  fibers  except  slow- 
growing  acetate  filament.  And  it  was 
still  the  most  profitable  fiber  pro- 
ducer, although  its  margins  had  also 
been  trimmed  severely.  The  battle 
was  won,  but  the  war  goes  on. 

Over  There 

Now  add  to  this  troubled  picture 
rapid  overseas  expansion  on  a  large 
scale.  Since  1958  du  Pont  has  in- 
vested over  $500  million  in  Europe, 
mostly  in  recent  years,  building  up 
from  scratch  an  operation  that  now 
accounts  for  some  10%  of  sales.  Its 
total  overseas  investment,  now  over 
SI  billion,  has  been  consistently 
profitable;  although  nowhere  near  as 
profitable  as  domestic  operations  be- 
cause of  market  share  differences  and 
the  burden  of  rapid  expansion. 


It  is  these  three  factors — the  cost  of 
launching  some  24  major  new  pro- 
ducts, start-up  costs  on  the  rapid 
European  expansion  and  price  de- 
terioration in  fibers — that  du  Pont 
executives  say  have  kept  the  com- 
pany's earnings  from  growing. 

"If  I  had  to  rank  these  factors  in 
declining  order  of  importance,"  says 
Everett  B.  Yelton,  the  intense,  fast- 
talking  Director  of  Development,  "I'd 
say  first  the  enormous  costs  associated 
with  launching  these  new  products. 
That's  been  twice  as  heavy  a  drag  as 
the  European  start-up.  Then  Europe. 


Million  Dollar  Legs.  Betty 
Grable's  glamorous  gams 
had  them  standing  on  line  in 
the  Forties.  But  a  store  selling 
nylons    drew    bigger   crowds. 


Then  price  deterioration  in  fibers. 
If  you  look  at  the  way  fiber  prices 
have  behaved  over  the  Sixties,  you 
might  conclude  that  the  problem  has 
been  nothing  but  price  deterioration. 
But  you've  got  to  remember  that  our 
volume  has  increased  substantially  as 
a  result  of  price  attrition — planned 
and  unplanned.  As  a  consequence, 
our  costs  have  improved.  We  ob- 
viously haven't  been  able  to  offset 
all  the  price  reductions  with  better 
costs  in  the  Sixties,  but  price  erosion 
hasn't  been  nearly  as  important  a  fac- 
tor as  you  might  think." 

Fiber  Glut? 

What  Brel  McCoy  and  his  asso- 
ciates are  saying,  in  effect,  is  that  du 
Pont's  earnings  are  currently  stag- 
nating precisely  because  the  company 
thought  ahead.  Back  in  1958,  after 
three  years  of  trying  to  fight  back  to 
1955  earnings,  then-president  Craw- 
ford Greenewalt  and  the  du  Pont 
Executive  Committee  realized  that 
new  opportunities  in  the  fiber  market 
had  passed  their  peak.  For  more  than 
three  decades  du  Pont  had  lavished  a 
very  heavy  proportion  of  its  resources 
and  energies  on  the  aggressive  devel- 
opment of  that  market  and  had  reaped 
the  rewards  of  a  job  well  done.  But 
now,  inevitably,  the  competition  was 
beginning  to  catch  up  and  the  mar- 
gins had  to  come  down.  The  decade 
of  the  Sixties  was  going  to  be  a  tough 
one.  So  Greenewalt  directed  the  De- 
velopment department  to  undertake 
an  intensive  search  for  new  growth 
opportunities  from  the  business  per- 
spective. And  the  mighty  Experi- 
mental Station  overlooking  the 
Brandywine  River  was  given  a  broader 
charter,  accelerating  the  pace  of  its 
research  into  biochemicals  and  into 
physics.  And  the  decision  was  made 
to  invest  directly  into  Europe  in  a 
major  way. 

Had  these  prudent  decisions  not 
been  made  at  that  time,  du  Pont  earn- 
ings would  certainly  have  shown  sig- 
nificantly better  growth — for  a  while 
at  least.  But  over  the  long  range,  du 
Pont  would  have  been  in  trouble,  real 
trouble. 

Samuel  Lenher,  a  veteran  du  Pont 
vice  president,  makes  it  quite  plain 
that  management  realizes  that  re- 
search in  traditional  fibers  markets 
can  amount  to  little  more  than  main- 
tenance of  market  share.  He  puts  it 
this  way  in  his  elegant  but  hard- 
nosed  manner:  "So  many  large  op- 
portunities have  ahead)'  been  com- 
prehended and  developed  in  fibers 
that  the  additional  opportunities 
which  I'm  sure  are  there  are  more 
difficult  to  assay  commercially  and 
very  much  more  difficult  to  develop 
and    sophisticate.    The    present    nian- 
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The  Real  McCoy.  Soft-spoken,  self- 
effacing,  and  a  good  listener,  du 
Pont  President  Charles  Brelsford 
McCoy,  60,  has  the  mannerisms  of 
one  to  the  manor  born.  And  he  is. 
When  his  father,  a  du  Pont  vice 
president,  died  in  1960,  McCoy  re- 
placed him  a  year  later.  McCoy  is 
only  the  second  nonfamily  member 
to  head  the  company,  but  du  Pont 
has   been   in   his   blood  all   his   life. 


made  fiber  situation  is  almost  adequate 
for  the  needs  of  the  public.  You've 
got  a  whole  array  of  important  fibers 
that  are  produced  in  vast  quantities 
and  arc  available  to  the  public  at 
low  cost. 

"Well,  with  what's  already  out 
there,  it  will  be  much  more  difficult 
for  Qiana  to  find  a  place,  I  think, 
even  with  the  wonderful  and  interest- 
ing silk-like,  ease-of-eare  properties 
that  it  has.  than  it  was  for,  say,  Orion 
to  find  its  way  between  nylon  and 
rayon.  And  it  will  be  mucli  more  un- 
certain as  to  what  size  the  market  will 
be.  Still  more  uncertain  is  what 
the  profitability  of  the  product  will 
be.  The  risks  and  uncertainties  arc  ol 


a  different   order  of  magnitude   than 
when  we  went  into  nylon." 

Hence  the  decision  to  penalize 
earnings — already  under  pressure — 
by  intensive  new-product  development 
outside  the  textile  fiber  field. 

Unfortunately,  none  of  these  non- 
fiber  businesses  has  yet  begun  to  pay 
off.  Take  Corfam,  for  example.  This 
poromeric  leather  substitute  is  one  of 
du  Pont's  most  important  new  prod- 
ucts. It  was  to  do  to  leather  goods 
what  nylon  did  to  silk  stockings: 
Bury  them. 

But  Corfam  is  in  trouble.  The 
product  has  been  on  the  market  five 
years  now  and  du  Pont  has  poured 
some  $80  million  into  it.  There  are 
roughly  75  million  pairs  of  Corfam 
shoes  now  walking  around  the  streets 
(roughly  a  22%  penetration  of  the 
high-priced  end  of  the  shoe  market 
or  3'/  of  the  total  market).  But  on 
du  Pont's  rigid  accounting,  Corfam 
is  still  in  the  red  and  its  prospects 
have  dimmed  considerably. 

It  now  appears  that  du  Pont  made 
a  fundamental  miscalculation  about 
the  market  lor  Corfam.  "We  thought 
we  could  hold  a  higher  price  in  the 
upper  end  of  the  market  than  we 
were  able  to  hold,"  explains  Richard 
E.  Heckcrt,  recently  appointed  gen- 
era! manager  of  the  Fabrics  &  Fin- 
ishes department.  "It  turned  out  that 
inexpensive  maintenance  and  shape 
stability  weren't  as  important  to  the 
consumer  as  they  seemed  to  our  re- 
search people.  So  whether  we  like 
it  or  not,  we  are  more  or  less  hung 
with   the  leather  price  structure." 

In  du  Pont  jargon,  Corfam  lacked 
"high  value  in  use,"  the  crucial  mar- 
gin. Du  Pont  was  also  surprised  to 
discover  how  rapidly  styles  change  in 
the  shoe  market.  The  trend  towards 
softer  upper-shoe  leather  presented 
some  major  technical  problems  for 
Corfam.  Worse  still,  this  wrong  diag- 
nosis of  the  market  inevitably  pro- 
duced a  whiplash  of  manufacturing 
problems.  Says  Heckcrt:  "The  process 
of  manufacturing  Corfam  is  too  ex- 
pensive to  do  the  job  that  we  think 
we  must  do.  We  simply  have  a  struc- 
ture that  is  unnecessarily  compli- 
cated and  unnecessarily  costly  to 
make."  Finally,  competing  poromeric 
materials  hit  the  market  much  sooner 
than  expected  and  hastened  the  price 
attrition  considerably. 

Retreat? 

"Time  is  running  out,"  Heckert 
admits.  "We'll  have  to  see  clearly  a 
w  ay  to  make  this  thing  really  worth- 
while over  the  next  couple  of  years 
or  we'll  have  to  retreat  to  a  grey- 
goods  position  where  we  sell  some- 
thing corresponding  to  unfinished  lea- 


ther." In  terms  of  finding  a  new 
source  of  corporate  earnings  growth 
in  Corfam,  that  would  mean  defeat 
for  du  Pont.  Heckert  knows  this  very 
well.  "If  we  retreat  to  that  position, 
Corfam  is  never  going  to  be  very  im- 
portant to  du  Pont,"  he  says  grimly. 

Dick  Heckert  isn't  giving  up  on  his 
inherited  problem  yet.  He  talks  earn- 
estly in  his  resonant,  deep  voice  of 
huge  markets  that  would  open  up  if 
Corfam's  manufacturing  problems  can 
be  licked.  But  as  he  speaks  there  are 
no* .  more  triumphal  choruses  and 
trumpet  fanfares  for  Corfam.  "Cor- 
fam   is    just    a    medium-sized    oppor- 

i ly    for    us,"    says    Heckert.    "Du 

Pont  could  afford  to  chuck  it  tomor- 
row and  it  wouldn't  rock  the  boat 
very  much.  The  image  would  suffer, 
that's  about  all."  At  this  point  in  its 
history,  that  might  hurt  du  Pont  a 
great  deal. 

And  Corfam  has  hurt  in  other 
ways.  Heckert  concedes  that  strug- 
gling to  launch  it  successfully  drained 
the  energies  of  the  Fabrics  &  Finishes 
department  to  such  an  extent  that  it 
overlooked  other  opportunities.  Like 
the  small  but  lucrative  consumer 
products  area  (household-mainte- 
nance and  car-care  products).  "Du 
Pont  really  hasn't  done  too  much  in 
this  area  for  years,"  says  Heckert. 
"These  products  have  sort  of  been 
nursed  along  without  too  much  atten- 
tion. We  now  do  about  $50  million 
worth  of  business  in  this  area,  and 
we're  saying  five  years  from  now  we 
want  $150  million  worth  of  business 
and  five  times  the  earnings.  I  don't 
think  that's  an  unreasonable  challenge 
to  throw  out,  but  it's  never  been 
thrown  out  before." 

Other  departments  have  their  Cor- 
fams  too.  One  is  Symmetrel,  an  A; 
Asian-flu  preventive  capsule  that  has 
been  on  the  market  two  years  now 
and  represents  du  Pont's  first  entry 
into  the  huge,  immensely  profitable 
pharmaceuticals  industry. 

"Symmetrel  has  not  been  a  com- 
mercially successful  product,"  admits 
Roger  E.  Drexel,  the  new  general 
manager  of  the  $250-million  Indus- 
trial &  Biochemicals  department.  "Oh, 
it's  quite  effective.  The  problem  is 
that  except  for  forced  vaccinations 
and  birth  control,  Americans  are  not 
accustomed  to  taking  preventive 
medicines.  Nor  are  doctors  geared 
to  prescribing  preventive  medicines. 
Furthermore,  we  later  learned  that 
doctors  do  not  consider  influenza  a 
highly    serious    disease." 

Could  Symmetrel  have  been 
launched  successfully  if  du  Pont  had 
known  the  market  better?  Probably. 
Du  Pont  is  already  seeking  approval 
of  the  Food  &  Drug  Administration 
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to  market  Symmetrel  as  an  influenza 
cure.  Says  Drexel:  "Let's  just  say  that 
if  we  knew  in  the  research  phase  what 
we  now  know,  we  certainly  would 
Ln  e  put  different  inputs  into  our 
marketing  effort."  While  Drexel  won't 
sa\  exactly  how  much  this  mistake 
cost,  lie  concedes  it  was  "quite  a  bit 
ot  dough."  Probably  it  has  depressed 
his  departments  earnings  by  as  much 
for  several  years  now. 

One  of  the  results  of  marketing 
mistakes  like  these  is  a  new  willing- 
to  consider  small  acquisitions. 
Several  months  ago,  for  example,  du 
Pont  acquired  Kudo  Laboratories, 
a  small  I  L968  sales:  $22  million) 
New  York  pharmaceuticals  outfit,  for 
ST  1  million  in  stock.  What  made 
du  Pont  brave  the  wrath  of  still  fur- 
ther antitrust  prosecution? 

"Endo  obvious!)  will  briny  to  us 
a  marketing  force  ot  over  250  detail 
men  who  can  take  our  research  leads 
out  into  the  marketplace,"  explains 
prexel.  "But  the  subtler  reason  for  the 
Requisition  is  that  Endo  has  the  mar- 
keting sawj  to  teed  back  information 

to  our  research  people  that  will  help 
them     choose     between     alternatives. 

Should  we  concentrate  here  or  here? 

Or  il  we  go  ahead  with  this  program 
what's  important  From  the  marketing 
standpoint?" 

Dick  Heckert  is  thinking  along  the 

same  lines  over  in  fabrics  &  Finishes. 

"II    Kudo    is    the    last    acquisition    du 

Pont  makes,  I'll  be  \ery  disappointed." 

s    "In    both   industrial   products 

and  consumer  products,  this  depart- 
ment has  man)  interesting  opportuni- 
ties lor  acquisition  that  we're  looking 
.it  right  now.  Some  of  them  could  do 
lor  us  in  three  months  what  it  would 
take  us  two  years  to  do  through  inter- 
nal development.  They'll  definitely  be 
small  acquisitions,  of  course."  Of 
course 

Other    Skeletons 

Even  the  fastest-growing  depart- 
ment in  du  Pont — Edwin  (ices  Photo 
Product's  department  (roughl)  8200 
million     in     sales) — has     Corfam-like 

skeletons  in  the  closet.  In  the  early 
Sixties.  Photo  Products  nearly  decided 
to  take  on  the  bread  and  butter  ot 
mighty  Eastman  Kodak — color  film. 
\t  the  last  moment,  management 
sounded  the  retreat. 

Says  Hi  el  McCoy:  "We  did  quite  a 
bit  of  work  on  color  film  and  spent 
several  million  dollars  trying  to  beat 
Eastman.  Hut  we  weren't  enough  bet- 
ter in  our  judgment  to  take  that  next 
big  gamble  which  would  have  meant 
one  of  these  850-million  or  $100- 
inillion  swings.  So  we  just  put  it  back 
in  I  lie  laboratory.  It's  like  consumer 
products.  We've  made  quite  a  lot  of 
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THE  SIMPLE  SECRET 

Every  company  has  its  share  of 
apocryphal  tales  designed  to  drive 
home  the  conventional  wisdom  of 
the  founding  fathers.  Du  Pont  is 
no  exception: 

Some  years  ago,  so  the  story 
goes,  Clem  Theobold,  the  wise 
old  Director  of  Research  of  the 
Fabrics  &  Finishes  department,  felt 
called  upon  to  lend  a  little  guid- 
ance  to  the  research  activity  in  his 
paint  business.  So  he  went  to  his 
technical  people  and  he  asked 
them:  "Technical  people,  what  is 
the  best  contribution  du  Pont  can 
make  in  paint'J"  And  the  technical 
people  thought  a  moment  and  they 
said — a  mildew-resistant  paint  for 
Southern  Florida.  This  is  a  des- 
perate need. 

Then,  like  any  prudent  du  Pont 
research  director,  Clem  Theobold 
arose  and  went  unto  his  market 
research  people  and  he  spoke,  say- 
ing: "Market  research  people.  What 
does  the  consumer  want?"  And  the 
market  research  people  researched. 
And  they  pondered.  And  the  an- 
swer came,  back — a  dripless  fast- 
drying  paint  that  washes  off  one's 
hands  in  water.  Then,  Clem  Theo- 
bold arose  and  he  went  into  the 
wilderness  to  ponder.  Which  would 
be  the  better  contribution?  Which 
had  the  higher  "value'  in  use"? 
And  the  answer  came  to  him:  a 
dripless  last-drying  paint  that 
washes  oil  one's  hands  in  water. 
So,  Lucite  Paint  was  born  and  the 
Southern  Floridians  were  left  to 
shift  lor  themselves. 

Hut  consumer  products  like  Lu- 
cite represent  only  a  small  fraction 
— 5% — of  the  company's  sales. 
How,  then,  does  this  philosophy 
appl)  to  materials  that  are  sold  to 
other  manufacturers?  The  answer 
is  simple:  Produce  something  that 
has  significantly  higher  value  in 
use  to  the  end-user;  the  manu- 
facturer of  the  end-product  will 
then  prefer  it  in  order  to  please 
his  own  customers.  Implicit  in  that 
simple  dictum  is  the  principle  that 
du  Pont  should  never  enter  a  mar- 
ket unless  it  could  make  an  in- 
comparable "contribution,"  unless 
it  could  turn  out  a  product  more 
valuable  to  the  consumer  than  ex- 
isting products  and  which  no  other 
producer  could  readily  duplicate. 
That,  in  turn,  meant  a  heavy  com- 
mitment to  research.  The  classic 
example,  of  course,  is  nylon.  Cel- 
lophane was  an  earlier  example. 

In  the  past  du  Pont  often  ap- 
plied the  "high-value-in-use"  con- 
cept so  well  that  it  ran  into  anti- 


trust problems.  Eventually  it  was 
forced  by  fear  of  antitrust  to  set 
up  viable  competition  in  nylon 
(Monsanto)  and  very  nearly  had 
the  same  problem  with  cellophane. 
More  recently  du  Pont  has  misap- 
plied the  concept.  Corfam,  for  ex- 
ample, seems  to  lack  higher  value 
in  use  to  the  consumer  than 
leather.  So  Corfam  prices  are 
locked  to  leather  prices.  Further- 
more, it  is  not  clear  that  du  Pont's 
contribution  here  represents  an  in- 
comparable contribution.  Compet- 
ing products  were  all  too  soon  on 
the  scene  with  similar  and  less 
expensive  products. 

It's  not  that  du  Pont  isn't  good 
any  longer;  simply  that  it  has  more 
competition  in  research  and  in  mar- 
kets than  it  used  to  have.  ■ 


t/'ke  Gulliver  tied  down  by  an  army  of  Lilliputians— that's  how  du  Pont 
executives  view  the  recurrent  antitrust  suits  that  have  plagued  the  com- 
pany ever  since  its  original  explosives  monopoly  was  broken  up  in  1912. 
And  there  is  some  truth  in  their  claim.  Du  Pont  was  slow  moving  into 
plastic  films  because  of  the  cellophane  antitrust  suit  (1947-1956);  slow 
moving  overseas  because  an  antitrust  suit  broke  up  an  alleged  cartel  with 
Britain's  Imperial  Chemical  (1944-1952).  And  it  has  tougher  competition 
in  fibers  because  it  licensed  competitors  (initially  Chemstrand,  now  part 
of   Monsanto)   to   avoid   another   long    and   costly   antitrust   confrontation. 


detergents — to  try  to  find  good  areas. 
But  when  you  take  on  P&G  or  Sears, 
Roebuck  or  Eastman,  the  real  pros 
with  their  position  and  knowhow, 
you're  talking  about  quite  a  job. 
We're  perfectly  willing  to  take  a  crack 
at  it.  But  there's  no  point  in  us  going 
in  with  a  me-too  product.  So  we  go 
back  to  the  laboratories.  But  this  is 
the  only  way  you  learn." 

Of  course,  there  are  plenty  of  new 
products  with  far-smaller  markets  that 
are  showing  encouraging  results.  And 
there  are  a  host  of  important  im- 
provements in  existing  product  lines. 
Roger  Drexel  is  enthusiastic  about  du 
Pout's  many  new  herbicides  and  pesti- 


cides, which  now  account  for  40%  of 
his  department's  sales  and  a  higher 
proportion  of  earnings.  C.  D.  (Ding) 
Bell,  general  manager  of  the  Film 
department,  promises  big  things  from 
a  dazzling  array  of  new  packaging 
films.  In  elastomer  chemicals  (syn- 
thetic rubber),  a  relatively  old  field, 
du  Pont  now  has  a  vibration-suppres- 
sing substance  that  may  greatly  re- 
duce noise  pollution.  In  the  big  Textile 
Fibers  department,  in  addition  to 
Qiana  and  spunbonded  materials 
(which  replace  jute  in  carpet-backing, 
for  example),  it  now  proudly  displays 
fire-resistant  fibers  and  a  process  by 
which  one  dye  bath  produces  a  vari- 
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ety  of  colors,  something  that  may  cut 
costs  significantly  for  carpet  and 
clothing  manufacturers.  The  list  goes 
on  and  on  because  the  wizards  of 
Wilmington  have  not  lost  their  touch. 

But  it  is  clear  from  all  this  that 
there  are  no  more  nylons  waiting  in  the 
wings.  Breakthroughs  big  enough  to 
make  a  significant  impact  on  du 
Pont's  earnings  are  making  very  slow 
progress.  It  is  also  clear  that  du 
Pont*  is  changing  its  ways  in  an  effort 
to  correct  the  problem. 
,  Brel  McCoy  says  he  is  "upset  and 
disturbed"  by  du  Pout's  flat  earnings 
curve,  which  has  been  a  "constant 
and  very  serious  problem."  He  says 
he  is  determined  to  correct  it.  McCoy 
is  a  polished  administrator,  and  he 
speaks  in  carefully  modulated,  patri- 
cian tones  that  express  not  concern 
but  quiet  confidence  bordering  on 
serenity. 

His  serenity,  however,  should  not 
put  anyone  off.  Talk  to  any  of  the  du 
i  Pont  general  managers  in  charge  of 
various  departments  and  it  is  quite 
evident  that  the  word  has  come  down 
to  try  harder — much  harder.  Not  only 
in  marketing  new  products,  but  also 
in  exploiting  forgotten  opportunities 
within  older  product  lines.  And,  most 
important,  to  improve  earnings. 

fine    Tuning 

Privately,  one  top  du  Pont  execu- 
tive concedes  that  past  management 
may  have  been  overly  preoccupied 
with  the  Olympian  long-range  view. 
Under  McCoy,  he  says,  this  is 
changing. 

For  example,  there  have  been  early 
retirements  this  year  in  troubled  de- 
partments like  Film,  Fabrics  &  Fin- 
ishes and  Textile  Fibers.  As  a  matter 
of  policy,  no  executive  above  the  level 
of  assistant  general  manager  has  ever 
been  officially  fired  at  du  Pont.  The 
tradition  of  promoting  from  within 
dictates  a  more  patient  approach  with 
management  performance.  And  du 
Pont  is  famous  for  its  system  of  ro- 
tating key  executives  from  depart- 
ment to  department.  Still,  the  dis- 
appearance of  old  faces  and — for  du 
Pont — an  extraordinary  number  of 
new,  younger  ones  make  it  clear 
that  the  pressure  is  on  now.  And 
increasing. 

Sa\  s  Vice  President  Lenher,  for 
example:  "The  problems  of  the  chem- 
ical industrj  have  become  more  press- 
ing. The  tempo  has  accelerated  and 
there's  less  stability.  Well,  some  peo- 
ple simply  can't  be  bothered.  They 
just  don't  care  enough  to  keep  up. 
Maybe  the  atmosphere  is  there  now 
so  that  they  realize  they're  not  con- 
tributing as  much  as  the  requirements 
of  the  business  demand." 
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Had  he  called  us  in, 
building  his  tomb  wouldn't  have  been  such  a  drag. 


We'd  have  helped  him  finish  the 
job  in  short  order.  (And  still  leave 
him  with  enough  cash  to  put  in  air 
conditioning,  had  he  wanted  that  too.) 

Things  like  this  are  possible  when 
you  lease  your  transportation  and 
storage  equipment  from  us  —  G.ATX. 
(As  a  matter  of  fact  we've  been 
helping  American  business  move  their 
goods  for  the  last  seventy  years. 

We  lease  everything  in  the  line  of 
transportation  and  storage  equipment 
from  barges  to  airplanes  to  railroad 
cars  to  terminals. 


And  because  you  lease  your 
equipment  instead  of  buying  it,  you 
tie  up  a  lot  less  capital.  So  you  have 
more  money  on  hand  for  the  important 
things.  Like  expansion. 

Then,  too,  leasing  doesn't  leave 
you  with  a  lot  of  headaches. 


You  never  have  to  worry  about 
selling  obsolete  equipment.  Or  face 
the  nightmare  of  service  and  main- 
tenance bills.  (They're  our  responsi- 
bility, not  yours.) 

Leasing  makes  a  lot  of  sense, 
doesn't  it? 

So  why  not  call  General  American 
Transportation  Corporation,  Chicago. 

We  won't  put  a  strain  on  your 
big  plans. 


GATX 
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r/e  cant  control  Vitos  prices,  but... 


►/ 


we  can  control  the  blemish-free  beauty  of  tomatoes, 
apples,  lettuce  and  cauliflower  Vito  sells  you. 

You  see,  automatic  pickers  with  Abex  hydraulic 
controls  harvest  fruit  and  vegetables  so  gently  they 
rarely  get  bruised.  Other  Abex  hydraulic  systems 
control  the  processing  equipment  that  cleans  and 
packs  food  with  a  minimum  of  spoilage. 

But  we  don't  stop  there.  Abex  also  helps  speed 
the  produce  to  market  so  it  stays  fresh.  Fork  lifts  and 
hoists  use  Abex  pumps,  motors  and  valves  to  load  the 
food  on  trucks,  ships,  freight  cars  and  airplanes. 

Aboard  jet  cargo  planes  that  rush  the  food  to 
distant  markets,  Abex  hydraulic  power  raises  the 
landing  gear,  lowers  the  flaps  and  actuates  the  flight 
control  surfaces. 

On  the  railroads,  Abex  equipment  helps  keep  pro- 
duce freight  cars  on  the  move  to  the  market  place. 

Hydraulic  power  is  only  one  of  many  ways  Abex 
keeps  things  under  control  for  industry. 

Abex  friction  products  provide  braking  power 
for  nearly  anything  that  rolls  on  wheels  or  flies  on 
wings. 

And  Abex  cast  metals  and  alloys  control  wear  in 
machines  of  all  kinds. 

Got  a  controls  problem?  Then  contact  Abex 
Corporation,  530  Fifth  Avenue,  New  York  10036. 

A  1  w  vJV  means  controls 

A  Member  Company  IC  Industries 
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The  COIN 
operated 

railroad 


Complete  Operating  INforma- 
tion  monitors  operations  over 
UP's  entire  system  in  the  Union 
Pacific  West.  It  records  and  can 
report  to  the  shipper  the  loca- 
tion of  every  car,  loaded  or 
empty. 

You'll  know  for  sure  when  you 
use  COIN. ..and  you'll  save  time 
and  money,  too. 

Plant  sites  in  the  Union  Pa: 
West  can  be  developed  with 
your  operation  in  m  9  in 

confidence  to  Edd  H.  Bailey, 
President,  Omaha,  Nebr.  68102. 


UNION 
PACIFIC 


There  have  been  minor,  but  signi- 
ficant, organizational  changes  as  well 
Du  Pont's  nine  vice  presidents  still 
have  no  direct  line  authority  over  the 
12  operating  departments  (thereby, 
in  theory  giving  them  objectivity  and 
overview).  But  each  is  now  supposed 
to  keep  a  close  watch  over  one  or 
two  specific  departments  in  a  "liaison" 
capacity.  It  is  a  minor  change,  but  it 
is  the  first  change  in  lire  48-year 
history  of  the  du  Pont  executive  com- 
mittee. The  clear  intent  is  to  keep 
top  management  in  closer  touch  with 
the  shorter-range  business  problems 
of  operating  management. 

At  the  next  level,  there  is  a  marked 
trend  within  many  of  the  12  depart- 
ments toward  increased  delegation 
of  profit  responsibility,  particularly  on 
the  new  products.  Each  of  these  de- 
partments, most  of  them  big  enough 
in  their  own  right  to  rank  among  the 
nations  top  500  companies,  is  still 
organized  along  old-fashioned  func- 
tional lines,  with  directors  of  research, 
manufacturing,  sales  and  finance  re- 
porting to  one  general  manager.  With 
responsibility  shared  at  least  four 
ways  below  him,  important  decisions 
on  new  products  and  on  small,  older 
lines  frequently-  got  lost  in  the 
shuffle. 

Single-Fanny    System 

"Personally  I  think  we  need  more 
profit  tenters  below  the  level  ol  gen- 
eral manager,"  sa\s  Ed  Cee,  Photo 
Products  general  manager.  "You  get 
better  decisions  il  yon  put  accounta- 
bility at  the  level  where  the  man  has 
all  the  tacts."  Richard  Heckert, 
brought  in  a  year  ago  from  the  Plas- 
ties department  to  take  over  ailing 
Fabrics  &  Finishes  (over  $300  million 
in  1968  sales),  is  another  fan  ol 
profit  centers.  He  calls  them  his 
"single-fanny  system." 

Perhaps  the  most  significant  change 
in  du  Pont  is  a  growing  willingness 
among  department  managers  to  chal- 
lenge  long-standing  traditions.  In  try- 
ing to  launch  its  new  chromium 
dioxide  magnetic  tape  for  color  video 
■  recording   I  at  a  cost  of  over  $5  mil- 

lioi w),  Ed  Gee  realized  that  the 

standard  du  Pont  frontal  attack  wasn't 
going  to  get  anywhere.  "We  tried  to 
go  independently.  But  it  became 
clear  that  the  man  who  made  the 
hardware  wasn't  about  to  modify  it 
to  take  advantage  of  our  tape.  So  we 
woke  up  to  the  fact  that  we  would 
have  to  license  a  few  key  hardware 
people,  in  order  to  get  the  right  hard- 
ware on  the  market." 

This,  of  course,  was  how  Philips 
Lamp  launched  its  hugely  successful 
cassette  tapes.  Now  du  Pont  is 
licensing  Philips  to  make  its  new  tapes. 
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Nylon  and  later  Dacron  were  great  du  Pont  breakthroughs,  whose  im- 
pacts were  felt  in  everything  from  sports  (the  sailboat  above  has  a  nylon 
spinnaker,  a  Dacron  mainsail)  to  carpet  yarn  (below)  to  women's  under- 
garments. Since  then  du  Pont  has  not  had  a  major  commercial 
breakthrough,  but  it  now  has  high  hopes  on  biochemicals  (above   left). 


So  quiet,  so  smooth,  that  passengers  don't  even 
know  there  are  engines  on  the  plane. 


It  works  on  and  on,  with  little  care 
and  only  occasional  feeding. 


The  ideal  airplane  engine? 


An  engine  that's  feather-light,  tough, 
power-packed  and  maintenance-free 


How  is  United  Aircraft 
working  toward  the  ideal  engine? 

To  get  more  power  per  pound, 
we're  exploring  new  materials.  Even 
composites  based  on  boron  filament— 
15%  lighter  than  aluminum,  yet  five  times 
as  strong  as  their  weight  in  steel. 

We're  working  to  reduce  fuel 
consumption,  exhaust  smoke,  and 
noise.  Our  powerful  new  JT9D,  for 
instance,  is  quieter  than  current  jet 
engines.  And  virtually  smoke-free. 

You'll  have  power  plants  requiring 
even  less  maintenance  than  our  engines 
that  today  can  cross  the  U.S.  thousands 
of  times  between  major  overhauls. 

Behind  all  this  is  our  desire  to  help 
build  the  ideal  transportation  system- 
coordinated,  efficient.  That's  the  main 
thrust  of  our  work  at  United  Aircraft. 
Where  new  ideas  take  off. 


u 
p 


PRATT  &  WHITNEY  AIRCRAFT  •  HAMILTON  STANDARD  • 
SIKORSKY  AIRCRAFT  •  NORDEN  •  UNITED  TECHNOLOGY  CENTER  • 
ELECTRONIC  COMPONENTS  •  UNITED  AIRCRAFT  RESEARCH 
LABORATORIES  •  UNITED  AIRCRAFT  OF  CANADA  LIMITED  • 


Relying  as  ever  upon  du  Pont's 
great  wealth  and  brilliant  research 
(estimated  at  $250  million  a  year, 
more  than  the  next  four  competitors 
combined),  Brel  McCoy  hopes  that 
with  a  little  fine  tuning  of  the  orga- 
nizational machinery,  some  young 
blood  and  a  little  discreet  pressure,  du 
Pont's  earnings  will  resume  their  long- 
interrupted  climb.  Starting  some  time 
in  mid-1970,  McCoy  looks  for  an  an- 
nual earnings  growth  rate  of  8%. 

Can  he  deliver?  In  a  sense  it  is  the 
supreme  test  for  the  entire  blue-chip 
business  world.  Can  a  huge  corporation 
like  du  Pont,  heavily  committed  to  a 
maturing  industry,  but  with  vast  re- 
sources, revitalize  itself  from  within 
against    formidable    competition?    No 


Photopolymer  research 


one  seriously  doubts  du  Pont's  ability 
to  continue  making  much  more 
money  than  any  other  firm  in  the 
chemical  business.  And  no  one  ques- 
tions the  adequacy  of  its  resources 
(du  Pont  could  add  $1  billion  in  debt 
to  its  balance  sheet).  But  will  all  this 
effort  blossom  into  rapid  earnings 
growth?  The  stock  market  has  indi- 
cated that  is  seriously  doubts  it. 

Does  the  future  then  belong  to 
other*  industries,  to  younger  com- 
panies? In  short,  can  du  Pont  sweep 
away  the  cobwebs?  Ed  Gee  poses 
the  question  like  this:  "We  have  not 
done  well  in  recent  history.  This  is 
a  fact  of  life.  The  question  is,  do  we 
understand  why  we  haven't  done 
well?"  ■ 


Chemical  plants,  to  the  layman, 
are  objects  of  wonder — weird 
labyrinthine  mazes  of  pipes  and 
valves  and  smoking  towers  more 
convoluted  and  intricate  than  a 
plumber's  nightmare.  So  quickly 
have  they  increased  in  size  and 
complexity  in  recent  years  that 
even  the  professionals  who  build 
them  can  make  mistakes — huge 
mistakes  in  a  fast-moving  high- 
technology  industry  like  chemicals, 
in  which  delays  in  bringing  a  $100- 
million  plant  on  stream  on  sched- 
ule can  have  a  terrific  impact  on 
earnings. 

And  that  is  why  E.  I.  du  Pont 
de  Nemours  handles  almost  all  of 
its  construction  activity  in-house. 
This  year  the  du  Pont  Engineering 
department  will  build  39  new 
plants,  with  more  than  $350  mil- 
lion in  construction  expenditures. 
If  it  were  an  independent  entity, 
that  would  place  du  Pont  Engin- 
eering among  the  top  15  construc- 
tion firms  in  the  country.  In  1966, 
when  it  handled  45  construction 
sites  valued  at  over  $531  million, 
it  ranked  as  the  nation's  fourth 
largest  contractor. 

"We  think  this  has  several  ad- 
vantages," says  William  T.  Wood, 
cliiel  engineer  and  head  of  the 
Engineering  department.  "The 
most  obvious  are  speed  and  flex- 
ibility. More  often  than  not,  we 
start  construction  while  develop- 
ment work  is  still  going  on,  when 
the  desigi  naj  be  255  complete. 
Now   the  av<  titractor  won't 

give  you  .  bid  until  h  s  got  speci- 
fications d  awn  up  and  drawings 
that  an  he  did  it 

on     i  We    begin 

work  are  only 

258   completi  .  ' 

Furthernn  ont  1  ngineer- 


TOO  GOOD? 


ing  has  no  selling  expense,  such  as 
the  cost  of  bid  preparation — a  big- 
ticket  item  on  big  chemical  plants 
— and  makes  no  profit.  All  of 
which  helps  insure  that  du  Pont 
gets  its  capital  dollar's  worth. 

Where  du  Pont  Engineering  is 
most  effective  is  in  one-of-a-kind 
construction.  "There's  almost  never 
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a  duplication  of  a  previous  process 
in  du  Pont  plants,"  Wood  explains. 
"So  a  lot  of  our  work  is  one  of  a 
kind.  But  certain  fundamental 
similarities  remain,  and  we're  able 
to  use  past  experience  in  talking 
with  the  process  people  in  the 
operating  departments  to  make 
sound  estimates." 

Du  Pont  Engineering  has  also 
been  successful  in  applying  indus- 
trial production-line  techniques. 
While  still  in  the  design  phase,  du 
Pont  engineers  look  for  "cubes" — 
large  chunks  or  ganglia  of  pipes  and 
valves  that  can  be  broken  down 
into  repetitive  tasks  for  purposes 
of  speedy  assembly.  Isolating  such 
cubes  in  advance  means  great  sav- 
ings in  assembly  time  and  in  cost. 

One  measure  of  du  Pont's  suc- 
cess with  its  Engineering  depart- 
ment is  the  number  of  major  cor- 
porations that  imitate  it.  "Well,  for 
example,  Monsanto  reorganized 
their  in-house  engineering  about 
five  years  ago  along  this  line,"  says 
Wood.  "First  their  chairman  and 
president  and  executive  vice  presi- 
dent came  down  and  talked  to  us. 
They  asked,  'Why  did  you  organize 
like  this?'  Then  they  appointed  a 
chief  engineer  and  he  came  down 
and  visited  us  for  a  couple  of 
weeks.  He  was  back  about  once 
a  month  for  a  year  and  a  half." 

That  du  Pont  can  do  things  like 
this  is  a  tribute  to  its  vast  re- 
sources, its  unmatched  techno- 
logical knowhow.  But  in  a  larger 
sense,  this  virtuosity  carries  the 
danger  of  becoming  too  self-suffi- 
cient, too  isolated  from  the  outside 
world.  And  that  is  the  big  question: 
Did  du  Pont  become  so  good  that 
it  ended  up  not  being  good  enough? 
Were  the  several  antitrust  suits  in 
I  act    blessings   in   disguise? 
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In  case  of  emergency,  dial . . . 


It  was  an  emergency,  all  right. 

You  saw  this  man  collapse  on  the  street. 
Someone  yelled,  "Call  an  ambulance!"  You 
spotted  a  phone  booth  at  the  corner;  you 
raced  to  it.  But  someone  had  beaten  you  to  it 
...someone  had  made  a  shambles  of  that 
phone . . . 

On  a  given  day  some  11,000  public  phones  in 
this  country  are  out  of  commission. 

They're  out  of  order  for  different  reasons.  Inno- 
cent reasons.  Malicious  reasons. 

An  innocent  reason  could  be  a  bent  dime  that 
jams  the  coin  slot. 

A  malicious  reason  could  be  a  criminal  reason. 
It  could  result  in  cut  wires,  smashed  housings, 
rifled  coin  boxes. 

General  Telephone — indeed,  all  telephone  com- 
panies— have  tried  various  preventive  and  detec- 
tion devices  to  help  cut  down  on  vandalism. 

But  as  things  stand  now,  we  can't  keep  up  with 
the  problem  of  policing  all  our  public  phones. 

This  is  so  in  spite  of  the  fact  that  we're  the  2nd 
largest  phone  company  in  the  country. 


In  spite  of  the  fact  that  our  regular  repair  service 
people  check  public  phones  on  a  regular  basis. 

In  spite  of  the  fact  that  all  our  people  pitch  in 
on  their  spare  time,  checking  as  many  phones  as 
they  possibly  can. 

Still,  it  isn't  enough.  We  can't  put  a  phone  back 
in  operation  if  we  don't  even  know  it's  out  of  opera- 
tion. 

That's  where  you  come  in.  And  you.  And  you. 

Appoint  yourself  a  committee  of  one  to  let  your 
phone  company  know  about  any  public  phone 
you've  found  out  of  commission.  Just  call  your 
regular  repair  number.  (It's  a  free  call.) 

Why  should  you  bother? 

Simply  because  a  public  phone  that  doesn't 
phone  can  hurt  you  more  than  it  hurts  us. 

There  might  be  a  time  —  a  life  and  death  time 
— when  a  phone  has  to  work.  And  doesn't. 

Maybe  you'll  never  have  to  call  for  an  ambu- 
lance. 

Maybe  you'll  just  have  to  call  your  wife  about 
a — er — slight  delay  in  getting  home. 

That  could  be  a  life-saver,  too. 


General  Telephone  &  Electronics 


730  Th.rd  Avenue.  New  York.  New  York  10017 
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Japan's  Computer  Industry— Wait  Till  1980 

Its  progress  has  been  so  tremendous  that 
the  road  ahead  now  looks  relatively  smooth. 


Ba<  k  in  1984,  when  most  of  the  com- 
puters in  Japan  were  IBM  units  from 
America,  Japan's  announced  goal  of 
computerizing  herself  with  lier  own 
computers  seemed  like  a  pipe  dream. 
In   1969  she  was  close  to  doing  it. 

This  spring  there  were  4,900  com- 
puters whirring  away  in  Japan,  about 
as  many  as  in  West  Germany.  More 
surprising,  72'/c  of  them  were  "domes- 
tic" machines.  The  hulk  of  these  were 
small  machines,  but  they  also  com- 
prised one-third  of  the  big  systems, 
valued  at  over  $700, 000,  that  some 
Americans  thin!   no  one  else  can  make. 

What's  more,  lost  of  the  dwindling 
number  of  "foreign"  machines  in- 
stalled each  year  since  1964  have 
been  made  on  Japanese  soil,  by  and 
for  Japanese  nationals,  in  the  plants  of 
IBM  World  Trade's  wholly  owned  but 
scrupulously  autonomous  subsidiary. 
IBM  Japan  gets  none  of  the  subsidies 
but  all  of  the  watchful  "guidance" 
that  has  made  Japan  more  indepen- 
dent of  America  for  computers  than 
any  other  nation,  Britain  alone  per- 
haps  excepted. 

Now  the  Ministry  of  International 
Trade  and  Industry  has  a  new  goal: 
Close  the  U.S. -Japan  computer  gap 
by  1980.  In  1969  the  U.S.  had  almost 
ten  times  as  main  computers  installed 
— and  more  of  them  big  ones — with 
only  twice  the  population  and  seven 
times  the  gross  national  product  of 
Japan.  MITI  figures  the  Japanese  in- 
dustry will  have  to  continue  for  the 
next  decade  its  present  growth  rate 
of  about  one-third  each  year — a  trick 
that,  of  course,  yets  harder  as  the 
industry  yets  bigger. 

A  Few  Fundamentals 

The  Japanese  know  this  is  a  tall 
order.  Their  hardware  is  good,  partic- 
ularly in  the  small  machines  they 
favor,  and  IBMers  are  respectful  ol 
Fujitsu's  $7-million  Japanese-designed 
Facom  230  00  installed  at  Kyoto  Uni- 
versity last  year  to  challenge  IBM's 
dominance  ol  the  very  biggesl  s\  s- 
lems.  But  all  hands  agree  that  soft- 
ware lags  even  further  behind  the  cap- 
abilities ol  hardware  than  in  the  I'.S. 

Shiro  Omata,  a  Niesi  who  had  been 
on  General  Douglas  MacArtlmr's  staff 
and  is  now  managing  director  ol  Nip- 
pon Univac  (a  joint  marketing  ven- 
ture of  Mitsui  and  SpeiTJ  Band's  Uni- 
vac division),  thinks  the  software  lag 
is  one  year.  Chairman  Ka/.ue  Kitagawa 

ol    Sumitomo   Electric,   who   recently 

headed  a  computer  stud)  mission  to 
the  U.S..  thinks  the  gap  is  five  years. 


Want  a  Job?  What  kind? 
Where?  Stop  by  the  La- 
bor Ministry's  Labor  Market 
Center  in  Tokyo.  There  a 
Fujitsu  computer  will  match 
your  skills  with  job  open- 
ings  throughout   the    country. 


And  the  Japanese  spend  only  25%  of 
their  meager  computer  research  funds 
on  software,  instead  of  the  50%  that 
is  spent  in  the  U.S. 

Research  is  the  critical  gap.  It 
would  take  a  prohibitively  high  in- 
vestment in  research  for  the  Japanese 
to  invent  around  IBM,  so  they  do 
not  try.  Japan  spends  only  1.5%  of 
her  GNP  on  research  and  develop- 
ment ol  all  kinds,  less  than  half  the 
U.S.  ratio,  and  most  Japanese  re- 
search is  done  by  private  companies 
looking  to  quick  payout.  Scientists, 
engineers,  systems  designeis,  sales 
engineers  and  programmers  are  even 
scarcer  in  Japan  than  in  the  I'.S.,  and 
are  likely  to  remain  so  as  long  as 
Japanese  education  keeps  students  in 
an  ivory  tower  and  industry  finds  it 
cheaper    to    bin     Foreign    technology 

than   to  develop  its  own. 

Japanese  engineers  have  been  in- 
genious in  building  special  features 
into  the  small  computers  on  which 
thev  are  furthest  advanced  technolog- 
ically, but  the  most  enthusiastic 
spokesmen  can  cite  lew  computer  ap- 


,  plications  on  which  Japan  is  clearly 
ahead  of  the  U.S.  Centralization 
makes  some  applications  possible 
which  would  not  work  in  the  U.S., 
such  as  real-time  computer  bookkeep- 
ing for.  national  systems  of  branch 
savings  banks  through  which  most 
Japanese  transfer  funds.  TOPICS 
(Total  On-Line  Program  and  Infor- 
mation Control  System),  installed  by 
IBM,  coordinates  all  production  and 
broadcasting  operations  for  the  two 
television  and  three  radio  networks  of 
NHK,  Japans  publicly  owned  broad- 
casting system,  whose  stations,  unlike 
those  in  U.S.  networks,  have  to  take 
what  is  sent  them. 

Other  advanced  applications  can  be 
cited  in  steel,  railroads  and  shipyards, 
where  the  Japanese  are  frequently  as 
advanced  in  the  use  of  computers  as 
in  other  technologies.  Railroad  ticket- 
ing, for  instance,  is  computerized  just 
as  airline  reservations  are  both  in  the 
U.S.  and  in  Japan.  Customer  options 
for  Mazda  cars  are  automatically  ex- 
ecuted in  a  unique  computerized  as- 
sembly line  at  the  new  Toyo  Kogyo 
factory  in  Hiroshima. 

The  Helping  Hand 

The  Japanese  government  en- 
courages the  computer  industry  by 
ordering  systems  (preferably  domes- 
tic, of  course)  for  state-supported  ser- 
vices such  as  university  laboratories 
and  railroad,  airline  and  subway  lines, 
as  well  as  for  such  showcase  agencies 
as  the  employment  office  network  of 
the  Ministry  of  Labor,  which  matches 
jobs  with  unemployed,  and  JETAC, 
an  information  storage  and  retrieval 
system  for  economic  information  sup- 
plied all  over  the  world  by  the  Ja- 
panese External  Trade  Organization 
(JETRO). 

The  government  supports  an  indus- 
try-wide research  organization,  Japan 
Electronic  Industry  Development  As- 
sociation (JEIDA).  It  also  makes 
low-cost  money  available  to  Japan 
Electronic  Computer  Co.  (JECC),  a 
joint  company  owned  by  the  domestic 
producers  to  rent  their  machines  on 
i  isv  terms.  And  through  a  complex 
network  of  exemption  from  antitrust 
laws,  tax  rebates  and  loans,  the  gov- 
ernment reinforces  the  detailed  "ad- 
ministrative guidance"  by  MITI  of 
every  purchase  of  a  sizable  machine 
and  every  license  agreement  and 
joint-venture  agreement  in  the  indus- 
try. In  order  to  buy  a  foreign  com- 
puter, a  Japanese  businessman  must 
prove  at  a  face-to-face  MITI  inquisi- 


36 


FORBES,  DECEMBER  15,  1969 


tion  that  a  domestic  computer  would 
not  do  the  job. 

Despite  this  help,  all  the  Japanese 
manufacturers  are  in  the  red  on  com- 
puters. Luckily,  all  six  are  big,  pros- 
perous manufacturers  of  communica- 
tions and  electrical  equipment  that 
can  shoulder  their  computer  losses. 
Most  of  them  have  a  natural  market 
in  the  kcirctsu  or  family  of  com- 
panies grouped  around  a  bank  that 
like  to  do  business  with  each  other. 
And  all  the  computer  companies  but 
Fujitsu  have  some  kind  of  technical 
assistance  tieup  with  a  major  Ameri- 
can computer  manufacturer. 

The  market  structure  is  neat.  Half 
the  yen  spent  on  computers  goes  to 
the  domestic  producers  and  half  to 
the  '"foreign"  producers,  mainly  IBM 
Japan,  with  a  few  machines  imported 
from  Sperry  Rand's  Univac  division. 
National  Cash  Register  and  other 
firms.  The  market  is  split  among 
the  producers  approximately  as  shown 
in  the  table  below. 

International   Alliance 

The  real  competition  is  foreign 
vs.  domestic.  MITI  probably  has  the 
legal  power  to  harass  IBM  out  of 
the  country,  but  IBM  could  cripple 
the  budding  Japanese  industry  by 
withholding  IBM  patent  licenses.  As 
patent  licenses  with  U.S.  patent  hold- 
ers expire,  MITI  will  use  its  power  to 
help  the  Japanese  firms  get  as  close 
a  look  as  possible  at  what  is  going  on 
in  American  laboratories.  The  Japa- 
nese can  t  hope  to  narrow  the  gap,  let 
alone  close  it,  unless  they  stick  as 
closely  as  possible  to  the  U.S.  tech- 
nological frontier. 

"Computers  will  be  the  last  Jap- 
anese industry  liberalized,"  says  IBM- 
trained  (at  Endicott,  N.Y.)  Kaoru 
Ando,  president  of  Fujitsu's  market- 
ing division,  Fujitsu  Facom.  Nelson 
Chu,  a  Chinese  from  Boston  who  is 
Honeywell's  director  of  computer 
operations  in  the  Far  East,  points 
out  that  Japanese  computers  are  made 
by  telecommunications  companies 
that  must  keep  abreast  of  the  ad- 
Vtfnced  computer  technology  to  pro- 
tect their  present  markets  and  stake 
a  claim  to  the  peripheral  equipment 
that  will  one  day  deliver  informa- 
tion in  every  form  to  subscriber 
terminals. 

But  the  fundamental  reason  for  the 
Japanese  love  affair  with  computers 
is  not  economic  but  emotional.  The 
national  pride  that  powered  Japan's 
military  might  is  now  directed  to 
technological  progress,  of  which  the 
computer  is  the  handy  symbol.  De- 
partment stores  "computerize"  shop- 
ping by  matching  lipstick  shades  or 
golf  sticks  with  the  customer's   char- 


acteristics. Newspapers  debate  the 
virtues  of  computer-arranged  vs.  go- 
between-arranged  marriages.  A  city 
planner  explains  that  "We  can  build 
skyscrapers  in  Tokyo  now  with  com- 
puters." Inevitably,  Tokyo  has  the 
gyp  computer-programmer  schools 
that  afflict  New  York. 

Although  some  Japanese  industry 
spokesmen  think  they  could  sell  very 
small  computers  in  the  U.S.  market, 
most  dream  of  opening  up  a  bright 
new  market  in  underdeveloped  na- 
tions that  might  skip  the  paperwork 
stage  of  industrial  administration  the 
way  South  America  skipped  the  rail- 


road stage.  A  few  Japanese  machines 
are  now  exported  to  Southeast  Asia 
and  Eastern  Europe,  but  neither  Jap- 
anese marketing  nor  the  economics 
of  these  countries  is  ready  for  the 
kind  of  expansion  Japan  herself  has 
enjoyed.  One  can  sell  a  transistor 
radio  to  an  illiterate  by  showing  it 
to  him;  but  it  takes  teams  of  engineers 
and  technicians  to  both  sell  a  com- 
puter and  to  make  effective  use  of  it. 
For  the  moment,  Japan  doesn't 
have  enough  to  satisfy  her  own  en- 
thusiastic appetite  for  the  symbols  of 
the  future.  A  decade  hence  the  story 
could  be  different.  ■ 


Japan's  Computer  Market 


Company 

Keiretsu  Tieup 

U.S.  Tieup 

Probable  Rank 

IBM  Japan 

None 

IBM 

1.  (33o/o-40o/o) 

Nippon  Electric 

Sumitomo 

Honeywell 

2.  (18%) 

Hitachi 

Nissan-Hitachi 
(Fuji  Bank) 

RCA 

3-  (18%) 

Fujitsu 

Furukawa-Kawasake 
(Daiichi  Bank) 

None 

4. 

Tokyo  Shibaura 

Mitsui 

General  Electric 

5. 

(Toshiba  trademark) 

Oki  Electric 

(Not  clear;  probably 
Fuji  Bank) 

Sperry  Rand 

6. 

Mitsubishi  Electric 

*- 

Mitsubishi 

TRW,  Westinghouse 

7. 
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Problem  Area 

For  all  of  its  strengths,  Otis  Elevator  is  having 
profit  problems  right  in  the  heart  of  its  business. 


Otis  Elevator  Co.  sells  half  of  all 
the  elevators  made  in  the  U.S.,  but 
it  doesn't  make  much  money  on 
them.  Is  this  a  had  situation?  Well, 
yes,  and  again  no.  It  is  had  in  that  it 
restricts  Otis'  profitability:  Last  year 
the  company  netted  a  shade  under 
10%  on  its  stockholders'  equity,  not 
much  of  a  showing  for  a  growth 
business  like  elevators;  and  while 
sales  and  revenues  have  climbed 
21.2%  over  the  past  five  years,  profits 
have  actually  declined,  from  $3.27  a 
share  to  S2.72.  Otis  stock  is  selling  at 
around  50,  its  price  ten  years  ago. 

But  the  situation  isn't  all  bad,  ei- 
ther. Where  Otis  does  make  good 
money  in  the  U.S.  is  on  service  and 
maintenance  contracts.  And  the  more 
elevators  that  Otis  sells— at  small 
profit— the  more  it  can  service  at 
good  profit. 

Then,  too,  the  products  and  ex- 
perience that  have  made  Otis  dom- 
inant in  the  U.S.  elevator  market 
have  made  it  dominant  overseas  as 
well.  And  overseas  Otis  does  quite  a 
bit  better  profitwise  than  at  home: 
In  1968  it  netted  about  5.63  on  the 
sales   dollar   overseas   compared   with 


about  3.9%  on  the  sales  dollar  at  home. 

Still,  Otis  would  be  a  good  deal 
better  off  if  it  could  do  something 
about  its  domestic  elevator  business. 
And  that  is  the  job  for  Ralph  A. 
Weller,  48,  who  became  chief  execu- 
tive of  Otis  Elevator  in  October  af- 
tei  22  years  with  the  company  in 
sales  and  engineering. 

Obviously,  cutting  back  on  the 
low-profit  domestic  elevator  busi- 
ness isn't  the  answer;  this  might  hurt 
the  profitable  domestic  service  and 
foreign  businesses.  So  Weller  is  ad- 
dressing himself  to  the  problem  of 
getting  more  profit  out  of  the  com- 
pany's basic  product. 

Abroad,  Weller  is  able  to  run  his 
business  the  way  he  would  like  to 
run  it  in  the  U.S.  Partly  because 
much  European  housing  is  govern- 
ment-built, construction  in  Europe  is 
more  standardized.  This  means  that 
Otis,  in  turn,  can  standardize  its  ele- 
vators, thus  lowering  production  and 
installation  costs.  On  top  of  that,  for- 
eign wage  levels  are  increasing  only 
moderately. 

In  the  U.S.  the  story  is  almost  the 
opposite.      Installation     expenses     are 


High  Trip:  New  York's  1  1  0-siory  World  Trade  Cenier  gets  an  elevator. 


mounting  rapidly  because  field-labor 
wages  are  increasing  about  8%  per 
year— and  now  average  $5.21  an 
hour.  Standardization  is  difficult  be- 
cause architects  custom-design  each 
building,  frequently  relegating  the 
elevators  to  leftover  space.  This  forces 
Otis  to  customize  its  elevators  rather 
than  take  advantage  of  its  huge 
size  and  to  mass-produce  standard- 
ized models. 

Same  Strategy 

So  Weller  is  continuing  Chairman 
Fayette  S.  Dunn's  program  of  stand- 
ardizing elevators,  hoping  that  lower 
prices  will  lure  builders  to  specif)' 
them  in  new  buildings.  He  is  ex- 
panding into  automated  parking  sys- 
tems and  warehouse  handling  sys- 
tems. He  is  moving  into  the  smaller 
three-  or  four-story  hydraulic  ele- 
vator market  that  Otis  has  largely 
ignored  in  the  past.  He  promises 
that  the  days  are  gone  when  Otis 
would  slash  prices  and  profit  mar- 
gins to  land  a  prestige  contract: 
"We've  gotten  over  the  shock  of  see- 
ing someone  else's  elevator  in  a  well- 
known  building."  Earnings  for  the 
first  three  quarters  this  year  are  up 
105?  from  the  same  period  of  1968. 

Otis  is  still  headquartered  in  a  60- 
year-old  building  located  among 
warehouses  in  an  out-of-the-way  sec- 
tion of  Manhattan,  and  that  is  not 
the  only  way  in  which  it  seems  an 
old-fashioned  company.  Its  debt  is 
low,  only  $24  million  compared  with 
equity  of  $220  million.  It  still  is  al- 
most a  one-product  company,  with 
just  under  80%  of  its  sales  from  ele- 
vators and  escalators. 

This  might  seem  a  perfect  oppor- 
tunity for  a  radical  diversification, 
but  Weller  says  no.  The  companv's 
major  diversification  to  date,  into 
forklift  trucks  and  related  materials- 
handling  equipment,  has  produced 
more  in  the  way  of  sales  (about  $60 
million  last  year)  than  profits,  and 
has  also  taken  a  great  deal  of  man- 
agement attention  away  from  its  No. 
One  business.  But  that  doesn't  rule 
out  related  diversification.  There  is 
considerable  territory  between  ele- 
vators on  the  one  hand,  and  fork- 
lift  trucks  on  the  other,  that  Weller 
might  be  interested  in  filling,  either 
by  small  acquisitions  or  internal  ex- 
pansion. "That  would  utilize  our  ba- 
sic strengths,"  he  says. 

Hut  he's  definitely  opposed  to  any 
kind  of  radical  diversification  or  con- 
glomeration. He  sees  nothing  wrong 
w  ith  being  a  one-technology  com- 
pany, not  when  you  are  the  biggest 
in  a  growing  field.  "We  are  trying 
to  get  rid  of  that  old-fashioned  im- 
age,'- he  says,  "but  still  get  those  old- 
fashioned  profits."  ■ 
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Drastic  Measures 


Chicago's  Libby,  McNeill  &  Libby  has  not  only  seen  the  error  of 
its  ways,  it  is  starting  to  do  something  about  them.  Is  it  too  late? 


In  moving  into  the  chief  executive 
slot  at  Chicago's  century-old  Libby, 
McNeill  &  Libby  a  few  weeks  ago, 
David  E.  Guerrant  was  confronting 
problems  over  50  years  in  the  making. 
The  fact  is  that,  without  succumbing 
to  it.  Libby  has  been  in  trouble  al- 
most as  long  as  anybody  can  remem- 
ber. Its  profits  peaked  out  back  in 
1918,  it  lost  first  place  in  the  fruit 
ami  vegetable  business  to  Del  Monte 
in  1958  and  for  the  past  decade  or  so 
it  lias  ranked  as  the  least-profitable 
major  canner  in  the  business 

Then  last  year  the  bottom  really 
tell  out.  On  an  increase  of  less  than 
11  in  sales  i  to  S34o'  million),  its  fiscal 


1968  profit  of  $5.6  million  was  con- 
verted into  a  $4.7-million  1969  loss, 
which  also  provided  the  occasion  for 
writing  off  $10.4  million  more  in 
abandoned  facilities  and  the  like. 

The  source  of  Libby's  long-term 
troubles  was  no  mystery.  Instead  of 
moving  into  specialty  products,  as 
have  Green  Giant  and  Campbell 
Soup,  Libby  continued  to  concentrate 
on  its  traditional  fruits  and  vege- 
tables, which  are  seasonal,  commod- 
ity-type products  subject  to  both 
sharp  price  swings  and  intense  com- 
petition. To  make  things  worse,  the 
availability  of  fruits  and  vegetables 
for   processing,    not    the    demands    of 
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PROFILE  OF  A  LOSER 

Of  the  U.S.'  seven  largest  independent  canners,  Libby  has  had  the  poorest 
record  of  sales  growth,  profitability  and  earnings  growth  during  the  Sixties. 
But  none  of  the  others— Campbell  Soup,  Castle  &  Cooke,  Del  Monte,  Green 
Giant,  H.  J.  Heinz  and  Stokely-Van  Camp— was  once  owned  by  an  old-line 
meat  packer  like  Swift  &  Co.,  which  controlled  Libby  until  1941  and  left  on 
it  a  seemingly  indelible  stamp  of  volume  before  profit. 
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the  market,  was  the  determining  fac- 
tor in  Libby's  operations. 

Libby  has  always  been  volume- 
oriented.  When  sales  slipped  for  lack 
of  promotion,  Libby  would  typically 
respond  with  price  discounts,  a  move 
that  narrowed  margins  but  generally 
didn't  improve  volume.  One  reason 
was  that  Libby  failed  to  create  a  con- 
sumer demand  for  its  products,  so 
grocers  reduced  or  dropped  the  Libby 
items  they  stocked.  Thus,  Libby's 
sales  grew  more  slowly  than  those  of 
its  competitors    (see  chart). 

What  is  curious  is  that  for  at 
least  a  decade,  through  various  re- 
organizations and  four  presidents, 
Libby's  management  has  also  known 
what  was  wrong.  Yet,  despite  its 
knowledge,  it  has  seemed  largely 
helpless  to  do  anything  about  it. 
Fiscal  1969,  for  instance,  was  a  year 
of  record  crops  and  Libby  packed 
everything  it  could.  Selling  prices  fell, 
promotional  expenses  soared  and 
Libby  was  lucky  to  post  even  a  $1.2- 
million  increase  in  sales.  In  one  year, 
finished-product  inventories  rose  from 
$87  million  to  $101  million. 

As  Libby's  problems  mounted, 
Dave  Guerrant,  who  joined  Libby  in 
1964  as  marketing  vice  president  and 
became  president  in  October  of  1968, 
assumed  more  and  more  authority 
from  Chairman  Lyndel  W.  Hess. 
Finally,  last  month  Guerrant  took  over 
as  chief  executive.  Like  his  predeces- 
sors, Guerrant  has  a  pretty  clear  idea 
of  what  is  wrong  with  the  company. 
But  unlike  them,  Guerrant,  50,  comes 
from  outside  both  the  company  and  the 
industry.  He  had  18  years  in  advertis- 
ing, including  three  years  as  president 
of  MacFarland,  Aveyard  &  Co.  of  Chi- 
cago, before  joining  Libby.  Thus,  he 
had  few  ties  to  old  Libby  career  men, 
and  within  the  past  year  has  replaced 
virtually  the  entire  top  management 
with  outsiders  in  their  30s  and  40s. 

When  Guerrant  came  to  the  com- 
pany Libby  had  four  autonomous 
domestic  divisions — canned  meats, 
frozen  food,  two  regional  canned- 
goods  divisions — each  with  its  own 
advertising  and  sales  operations. 
Such  a  system  may  work  beautifully 
at  Genera]  Foods,  where  Maxwell 
House  coffee  is  a  complete  unit  by 
itself,  but  not  at  Libby.  "The  divi- 
sions were  really  selling  the  same 
customers  the  same  product  with  the 
same  brand  name,"  Guerrant  says, 
and  this  meant  added  costs  and  re- 
duced impact  among  grocers. 

To  correct  this  problem,  Libby  re- 
organized in  1965  on  a  centralized 
basis,  but  in  so  doing,  Guerrant  ar- 
gues, it  made  a  fatal  compromise:  Its 
marketing  and  sales  functions  were 
split,  each  under  a  vice  president  re- 
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Catching  Up.  Libby  trailed  other  food  packers  in  making  its  own  cans   but  now  produces  about  90%  of  its  needs. 


porting  directly  to  the  president. 
"Marketing  had  no  authority  over 
field  sales,"  Guerrant  says,  "and  field 
sales  had  no  authority  over  us.  So  we 
had  a  constant  problem  in  implement- 
ing programs  and  finalizing  plans." 

The  friction  between  sales  and 
marketing  proved  doubly  damaging: 
It  enabled  the  production  people  to 
produce  as  much  as  they  wanted, 
and  at  the  same  time  insured  that 
whatever  was  produced  wouldn't  be 
sold  effectively.  "You  could  move  a 
certain  item  through  the  production 
line,"  Guerrant  says,  "so  efficiently 
that  you  ended  up  with  a  10-cents-a- 
case  price  advantage.  Only  you 
couldn't  sell  what  you'd  produced,  so 
you'd  have  to  spend  25  cents  a  case 
in  allowances  and  other  deals  to  get 
rid  of  it."  Multiply  this  by  the  hun- 
dreds of  thousands  of  cases  that 
Libby  packs  each  year,  and  it's  no 
wonder  the  company  ran  into  trouble. 

Guerrant's  solution  has  been  to 
curtail  the  amount  of  produce  that 
goes  into  the  production  system  (Lib- 
by grows  202  to  25?  of  its  needs, 
buys  the  rest  under  contract),  to  be- 
gin reducing  the  huge  number  of 
products  Libby  packs  (some  3,600, 
probably  the  industry's  widest  line) 
and  at  the  same  time  shut  down  four 
old  inefficient  plants.  This  leaves  Lib- 
by with  20  U.S.  plants  and  enough 
capacity  for  several  years  to  come. 
The  object:  to  avoid  inventory  build- 
up. "You  don't  make  any  money,' 
says  Guerrant's  new  production  vice 
president,  F.  Lee  Vincent,  "with  the 
product   in   the   warehouse.' 

At  the  same  time.  Guerrant's  new 
marketing  vice  president,  George  W. 
Zanders,  solved  the  conflict  between 
sales  and  marketing  by  scrapping  the 
400-man  field  sales  force  entirely 
and  retaining  independent  brokers  in- 
stead. "II  we  had  three  to  five  years 
and  a  considerable  amount  ol  money," 
Zanders  says,  "we  could  develop  an 
improved  sales  organization,  but  we 
have  neither  the  time  nor  the  money 


to  do  that.  The  brokers  we've  ap- 
pointed are  large,  successful  profit- 
and  marketing-oriented  organizations." 

Says  Guerrant:  "Marketing  is  our 
major  problem,  but  unless  you  pull 
together  all  the  other  things — ac- 
counting, production,  distribution — 
the  marketing  isn't  going  to  be  suc- 
cessful. So  we're  making  a  hell  of  a 
lot  of  changes  in  these  other  areas 
too." 

The  question,  of  course,  is  whether 
it  is  too  late  for  Libby  ever  to  catch 
up.  Guerrant  thinks  not,  and  so  ob- 
viously does  Libby 's  controlling  stock- 


holder, Nestle  Alimentana,  the  Swiss 
food  company  that  owns  34%  of  its 
common  stock.  Guerrant  says  his  first 
moves  must  be  to  eliminate  cer- 
tain unneeded  assets  and  product 
lines  and  revamp  the  marketing  strat- 
egy. "These  things  can  in  the  not-too- 
distant  future  bring  us  pretty  close 
to  a  base  of  a  10%  return  on  equity," 
he  says.  "Then  we  can  look  at  the 
possibility  of  acquisitions  and  of 
changing  the  basic  nature  of  our 
business."  Meanwhile,  the  present  is 
bleak.  In  Libby's  first  quarter  of  fiscal 
1970,  it  lost  $784,000.  ■ 


GOURMET CANNER- 


Libby  established  itself  in  Eng- 
land, Germany  and  Belgium  a  half 
century  ago.  Today  it  is  so  well 
entrenched  in  England  that  some 
Englishmen  mistake  Libby,  like 
Heinz,  for  an  English  company. 
James  R.  Nadler,  39,  who  left 
Alberto-Culver  in  October  to  head 
Libby's  international  division,  dis- 
covered this  right  away.  "I  had  a 
meeting  with  some  gentlemen  in 
England  who  insisted  Libby  was  an 
English  company,"  he  relates.  "We 
discussed  and  even  argued  it  at 
some  length.   I  lost." 

It  was  an  argument  Nadler  loved 
to  lose,  because  it  indicated  to  him 
Libby's  overseas  potential.  Right 
now  about  25'/  of  Libby's  sales 
come  from  abroad,  some  $90  mil- 
lion worth.  Hut  Nadler  thinks  it 
should  be  more  than  50%  and 
rather  quickly,  too.  "Our  business 
in  Canada,  England,  Germany  and 
Puerto  Rico  is,  on  a  per  capita 
basis,  equal  to  or  better  than  our 
U.S.  business.  Our  real  job  is  to 
duplicate  that  in  more  markets."  In 
recent  years,  Libln  has  moved  into 
Spain  and  fiance,  and  Nadler  sees 
big  opportunities  in  Italy  and 
Mexico.    "The    Libb)    name   is   well 


known  throughout  the  world  via 
exports,"  he  says.  "We  really 
haven't  yet  capitalized  on  it." 

In  addition  to  new  geographical 
areas,  Nadler  is  pushing  for  more 
new  products.  "We  haven't  had 
many  failures,"  he  says,  "so  our 
batting  average  is  high.  But  we 
haven't  made  many  efforts,  either. 
If  we  can  come  out  with  two  or 
three  new  products  a  year,  we 
should  tremendously  increase  our 
volume  and,  I  hope,  our  profit- 
ability." 

Nadler  says  all  the  foreign 
operations  are  profitable  except  the 
newest,  France,  which  is  only 
three  years  old.  "We've  done 
rather  well  except  that  we  suffer 
from  the  same  disadvantage  that 
the  domestic  operation  does:  Too 
much  of  our  business  has  been  in 
the  seasonal,  commodity-type  prod- 
ucts." However,  what  may  be  a 
commodity  product  in  the  U.S.  is 
not  necessarily  one  abroad.  For 
example,  Nadler  reports  that  Libby 
is  doing  well  in  France  with  "a 
high-priced,  good-margin  luxury 
product,  heretofore  unknown  in 
that  market."  What  could  that  be? 
Reveals  Nadler:  "Fruit  cocktail." 
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Q.  Does  White  Weld  offer  a 

municipality  planning  a  bond 

issue  any  special  strengths? 

A.Tfes.  As  a  financial  consultant, 
or,  as  an  investment  banker. 
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Q.  What  services  do  you  perform 
as  a  financial  consultant? 

A.  White  Weld  advises  and  assists  a 
municipality  in  all  details  of  a  com- 
petitive sale.  We  make  a  complete 
analysis  of  the  proposed  issue  and  of' 
fer  specific  recommendations  for  fi- 
nancing.  We  help  prepare  the  official 
statement  and  other  documents.  Often 
we  help  the  municipality  develop  a 
long  range  financial  plan,  of  which  the 
current  issue  may  only  be  a  small  part. 

Q.  What  should  a  municipality 
look  for  in  an  investment  banker? 

A.  First,  for  depth  of  knowledge  in 
the  municipal  field.  Experience  shows 
ways  to  innovate  when  trying  to  keep 
interest  costs  to  a  minimum.  The  size 
of  the  organization  is  important,  too. 
It  should  be  capable  of  forming  a  good 
syndicate  group  and  have  a  strong 
dealer  following.  It  should  also  be  a 


firm  knowledgeable  investors  and 
buyers  respect.  This  is  especially  im- 
portant in  the  case  of  revenue  bonds 
which  tend  to  be  complex.  Buyers  of 
revenue  bonds  are  often  influenced  as 
to  whether  to  buy  an  issue  by  the  con- 
fidence they  have  in  the  investment 
bankers  handling  the  issue. 


Q.  What  experience  does 
White  Weld  have  in  mu- 
nicipal issues? 

A.  In  1968  alone,  we  partici- 
pated as  manager  or  major 
underwriter  in  230  separate 
bond  issues  valued  at  over  $5 
billion.  Our  clients  cover  states 
and  their  agencies,  munici- 
palities, colleges  and  univer- 
sities. Issues  run  the  gamut 
from  schools,  water  and 
sewer  projects,  highways, 
bridges,    tunnels,   transporta- 


"It  should  be  a  firm 
knowledgeable 
investors  respect." 


tion  and  housing  to  college  dormitories. 

Q.  Do  you  ever  handle  bond 
issues  that  are  strictly  local? 
A.  Yes.  We  welcome  the  opportunity 
to  work  with  dealers  anywhere  in  the 
U.S.  on  a  potential  bond  issue.  (And  I 
do  mean  work  with  them.)  White 
Weld  has  a  network  of  munic- 
ipal specialists  in  major  cities 
and  a  municipal  wire  system. 
Backing  them  up  is  a  staff  of 
seasoned  municipal  experts  in 
White  Weld's  New  York 
office. 

If  you  have  questions  on 
municipal  financing  that  you 
would  like  to  have  answered, 
call  one  of  the  offices  below 
or  Theodore  Swick,  Munici- 
pal Bond  Dept,  White,  Weld 
&  Co.,  20  Broad  St.,  N.Y., 
NY.  10005.  (212)  944-4900. 


White,Weld&Co. 
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Faces  Behind  the  Figures 


Tatsuzo  Mizukami 


Benevolent  Self-Interest 

When  General  Douglas  MacAr- 
thur's  trustbusters  got  through  with 
Mitsui  &  Co.  in  the  late  1940s, 
Japan's  biggest  and  oldest  zaibatsu 
(feudal  trading  company)  was  a 
bloody  trail  of  60  fragments  spread 
over  the  business  landscape. 

lint  ■  rment  proved  stim- 

ulating. Mitsm  is  bigger  and  more 
influential  tiu'.r-  than  when  it  was 
the  economu  arm  ol  the  Japanese 
military.   In  '0,000  prod- 

ucts arc  rolling  up  sales  of  $6.8 
billion,  far  more  than  U.S.  Steel 
and  close  to  CI  ISM. 

The  architect  of  this  resurrection, 


Chairman  Tatsuzo  Mizukami,  had 
characteristically  begun  in  a  small 
business  that  Mitsui  had  taught 
him,  fertilizer.  But  as  soon  as  the 
ink  was  dry  on  the  1951  peace 
treaty,  he  began  his  self-appointed 
task  of  resuturing  the  pieces.  By 
1959  he  was  done. 

Is  the  new  Mitsui  really  differ- 
ent from  the  old?  Not  really,  he 
says:  "Japan  is  still  a  small  coun- 
try with  lew  natural  resources;  it 
must  track-  to  live,  and  it  is  Mit- 
sui's  job  to  expand  that  trade." 
Mission  Two  followed  inevitably: 
make  Japan  competitive  every- 
where. Mizukami  set  out  to  put  the 
world's  most  advanced  technology 


to  work  in  Japan. 

In  1960  he  created  a  unique 
Technical  Development  Center 
that  "belonged,"  as  the  Japanese 
say,  directly  to  the  board.  TDC's 
job,  in  the  vivid  "Japanese-English" 
of  K.  Adachi  at  Tokyo  headquar- 
ters, is*,  to  "coordinate,  consult  and 
if  necessary  straighten  up  with  the 
parties  who  are  lacking  necessary 
informations  or  who  are  running  to 
the  different  directions  intention- 
ally or  unintentionally." 

In  more  prosaic  terms,  TDC 
works  through  Mitsui  branches  in 
68  countries  to  spot  new  products 
and  processes  ripe  for  overseas  ex- 
ploitation, then  helps  negotiate 
technological  tieups.  Its  star  tieup 
has  been  a  joint  petrochemical  ven- 
ture with  du  Pont,  but  others  range 
from  textile  finishes  to  filter  tips. 

Since  TDC  is  Mizukami's  per- 
sonal project,  he  insists  on  giving 
its  services  free  to  anyone  who 
needs  "straightening  up,"  be  he 
customer  or  not.  After  all,  Mitsui 
handles  13%  of  Japan's  imports  and 
10%  of  her  exports,  so  what's  good 
for  Japan  is  good  for  Mitsui.  In 
I960,  when  TDC  was  formed,  Ja- 
pan imported  some  300  new  tech- 
nological processes;  by  1969  the 
figure  was  approaching  1,100. 

The  price  of  these  achievements 
was  that,  temporarily  at  least,  Mit- 
sui yielded  its  traditional  sales 
leadership  to  archrival  Mitsubishi. 
But  Mizukami  is  more  interested  in 
Mission  Three:  "harmony  between 
nations  through  mutually  advan- 
tageous economic  relationships."' 

Like  most  Japanese  businessmen 
these  days,  Mizukami  is  worried 
about  the  rising  tide  of  protection- 
ism among  U.  S.  businessmen.  But 
he  also  understands  the  reasons  be- 
hind it.  Noting  that  purchases  of 
American  products  for  sale  in  Japan 
or  in  third  countries  accounted  for 
two-thirds  of  Mitsui-U.S.A.'s  $1.3- 
billion  volume,  Mizukami  is  pledg- 
ing Mitsui's  global  resources  to 
help  U.S.  manufacturers  increase 
their  exports  to  Japan  and  else- 
where. Mitsui  already  markets 
abroad  for  outfits  like  General 
Foods,  GE  and  Remington  Rand. 

Couldn't  Mitsui  help  free  trade 
by  letting  foreigners  buy  more  than 
20%  of  Mitsui  stock?  Mizukami  an- 
swers in  the  samurai  tradition,  in 
which  glory  outranks  profit:  "That's 
all  right  as  far  as  I'm  concerned. 
I'm  a  manager,  not  a  capitalist."  ■ 
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His  Majesty's  Loyal  Opposition 

Truth  doesn't  sell  gasoline;  of  that 
Paul  Lerner  is  convinced.  His  Los 
Angeles-based  Lerner  Oil  Co.  is  the 
leading  independent  gasoline  re- 
tailer (  $15  million  in  sales  last  year) 
in  California,  the  biggest  U.S. 
gasoline  consumer  ( 10%  of  the  to- 
tal). Lerner's  problem  is  the  bane 
of  all  independent  gasoline  mar- 
keters: the  consumer's  stubborn 
belief  that  independent  stations 
sell  "bad"  gas,  so  that  even  with 
the  gauge  hovering  on  empty,  he 
will  pass  up  an  independent. 

'There  is  no  such  thing  as  'bad' 
gas,"  declaims  Lerner.  "Most  of 
our  gas  comes  directly  from  the 
majors,  who  often  trade  supplies. 
Gas  is  gas." 

At  least  some  consumers  agree: 
Last  year  20%  of  the  California 
market  went  to  independents.  But 
Lerner  Oil  has  grown  to  the  point 
wliere  it  needs  a  crack  at  the 
other  80%.  Starting  with  a  $1,000 
shoestring  in  1964,  Lerner  con- 
vinced a  Los  Angeles  real-estate 
firm    to    buy    locations    and    lease 


Paul  Lerner 


them  to  him.  By  the  end  of  1967 
he  had  58  stations. 

Then    in    mid-1968    the   majors 


started  giving  up  stations  for  lack 
of  dealers,  and  Lerner  moved  fast 
to  pick  up  these  leases.  "The  ma- 
jors are  now  closing  stations  faster 
than  we  can  take  them  over,"  he 
says.  Lerner  staffs  his  stations  with 
employees,  not  dealers,  and  prices 
his  gas  a  few  cents  to  a  nickel  a 
gallon  below  the  majors.  But  the 
resulting  thinner  margin  makes 
more  urgent  his  need  for  volume 
to  run  through  his  111  stations; 
hence  the  importance  of  his  image 
problem. 

Lerner  is  even  thinking  of  turn- 
ing his  stations  into  little  shopping 
centers  selling  groceries,  gifts  or 
whatever.  "The  idea  is  to  get  peo- 
ple to  enjoy  buying  gas,"  he  says, 
"to  browse  around  and  pick  up  a 
toy  or  a  loaf  of  bread." 

Instead  of  this  roundabout  route 
to  gasoline  volume,  why  not  tell 
his  customers  where  he  gets  his 
gas?  Lerner's  cautious  reply  helps 
to  explain  why  majors  are  majors 
and  independents  are  indepen- 
dents: "We  don't  want  to  step  on 
the  toes  of  the  people  who  are 
supplying  us."  ■ 


Time  of  Irony 

Like  most  pipeliners  of  natural 
gas,  Panhandle  Eastern  Pipeline 
President  William  C.  Keefe  has 
spent  decades  chasing  the  pollu- 
tion market.  Keefe  knew  that  if  he 
could  only  get  the  big  industrial 
fuel  users  to  switch  from  coal  or 
oil,  the  use  of  Panhandle  natural 
gas  would  begin  to  grow  12%  to 
!  l.  annual!)  instead  ot  6%  to  8%. 

Suddenly,  with  governments 
cracking  down  on  polluters,  gas- 
men find  themselves  swamped  by 
service  requests,  "The  irony,"  says 
Keefe,  "is  now  that  business  is 
within  our  grasp,  we  can't  go 
after  it." 

One  reason  he  can't  is  that  re- 
serves ot  natural  gas  have  declined 
to  the  point  where  they  must  be 
conserved  for  present  customers. 
Another  is  that  the  "smoke  and 
smog"  market  could  not  be  served 
without  laying  new  SlOO-million 
pipelines.  And  since  pipeliners  are 
borrowed  to  the  hilt  now,  70%  and 
higher,  the  new  pipelines  would 
probably  have  to  be  partly  financed 
by  new   equity. 

That  prospect  comes  at  the 
worst  possible  time  for  the  pipe- 
liners.   With    the    Federal    Power 


Commission  beginning  to  take  a 
more  liberal  view  on  rates  of  re- 
turn, pipeliners  envision  big  jumps 
in  earnings  and  stock  prices  in  the 
next  few  years — unless  the  gains 
expected  from  favorable  regulatory 
treatment  are  diluted  by  sales  of 
new  shares  for  new  pipelines. 


"We've  been  after  this  smoke 
business  for  20  years  and  couldn't 
get  it,"  says  Keefe  with  the  re- 
signed air  of  a  man  more  sinned 
against  than  sinning.  "Now,  just 
because  of  the  pollution  scare,  it's 
unfair  to  expect  us  to  take  care  of 
the  whole  thing  at  once."  ■ 


William  C.  Keefe. 
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Faces  Behind  the  Figures 


Do  Usury  Laws  Protect  the  Poor? 

Look  behind  the  figures,  says  Irv- 
ing Rose,  president  of  Detroit's 
Advance  Mortgage  Corp.,  the  na- 
tion's largest  originators  of  fha  and 
va  home  loans  and  fourth-largest 
in  terms  of  servicing  portfolios. 
Then,  he  urges,  ask  if  state  usury 
laws  applied  to  home  mortgages 
make  any  sense  in  a  nation  suf- 
fering from  a  growing  shortage  of 
housing. 

The  over-all  figures  everybody 
knows:  Housing  starts  have  been 
trending  down.  When  he  saw  the 
figures,  Rose,  who  at  44  has  been 
running  Advance  for  16  years, 
asked  researchers  at  Shiefman  & 
Associates  to  find  out  where  they 
were  down. 

Now,  says  Rose,  for  some  facts: 

In  the  six  states  where  the  usury 
laws  limited  housing  mortgages  to 
7%,  the  decline  was  12%  in  both 
the  first  and  second  quarters. 

In  the  three  states  where  the 
limit  was  7.5%,  the  decline  in  hous- 
ing starts  was  only  4%  in  both 
quarters. 

In  the  13  states  that  permited  8%, 
there  was  a  rise  of  14%  in  the  first 
quarter.  In  the  second  quarter,  as 
interest    rates    began    to    rise    be- 


Irving   Rose 


yond  8%,  there  was  a  decline — but 
only  2%. 

In  the  28  states  with  a  limit  over 
8%  (or  no  limit),  housing  starts 
remained  the  same.  In  some  it 
even  rose. 

Argues  Rose:  "The  conclusion  is 
obvious.  The  more  restrictive  the 
usury  laws  are,  the  less  home- 
building  you  have.  If  people  have 
a  choice  between  paying  an  extra 
1%  for  a  mortgage  or  having  no 
home  at  all,  they'll  pay  the  1%. 

"Usury  laws,"  he  goes  on,  "are 
self-defeating.  They're  designed  to 
protect  the  less  affluent,  but  they 
actually  discriminate  against  them. 
I  live  in  Detroit  and  I  can  tell  you 
this:  When  the  ceiling  was  7%  [it  has 
since  been  lifted],  a  General  Motors 
executive  could  get  a  mortgage  from 
any  bank  at  the  legal  rate  because 
they  wanted  to  stay  in  good  with 
GM.  If  you  were  a  worker  on  the 
assembly  line,  you  didn't  stand  a 
chance  of  getting  a  mortgage. 

"I'm  saying  this  without  any 
hope  that  it  will  influence  any 
state  legislature.  It's  become  part 
of  the  American  dogma  that  usury 
laws  protect  the  poor.  In  home- 
building  the  facts  prove  otherwise, 
but  no  politician  ever  will  dare  to 
challenge  the  dogma."  ■ 


Manager  vs.  Myth 

Some  things  in  business  that  are 
based  in  truth  pass  for  myths,  but 
Ingersoll-Rand  Chairman  William 
L.  Wearly  observes  he  has  run  into 
a  lot  of  business  beliefs  that  are. 
actually  myths.  For  example,  every- 
one knows  foreign  labor  is  less  pro- 
ductive than  American  labor.  "Just 
the  opposite,"  says  Wearly.  "Many 
times  that  is  true  because  foreign 
labor  is  used  with  poor  methods 
and  antiquated  equipment.  But  we 
have  generally  modern  plants  in 
Europe,  and  in  every  case  where 
we  have  had  adequate  time  to  train 
the  workers,  their  productivity  is 
just  as  good  as  we  find  back 
home. 

"I  believe  the  capital  goods  mar- 
ket as  a  whole  is  more  stable  than 
consumer  markets,"  he  goes  on. 
"High  and  continuously  increasing 
labor  rates  make  it  mandatory  that 
all  producers  ol  anything  keep 
buying  machinery  that  will  reduce 
dependence  on  labor  and  increase 
productivity.  This  gives  machii 
makers  a  stable,  built-in  market." 


William  L.  Wearly 


Another  belief  Wearly  scorns  is 
that  machinery  makers  cannot  do 
long-term  research,  since  it  would 
have  to  bob  up  and  down  with 
cyclical  earnings.  "Because  many 
machinery  makers — not  just  Inger- 
soll-Rand— have  diversified  by 
products,  customers  and  world- 
wide geography,  we  now  have  the 
economic  stability  to  keep  long- 
term  basic  research  going  all  the 
time,"  he  says. 

Does  he  really  believe  the  in- 
dustry could  maintain  such  a  pace, 
even  through  the  impending  eco- 
nomic dip  forecast  by  economists 
like  Milton  Friedman?  Wearly  isn't 
so  sure  that  he  agrees  with  Fried- 
man either.  "Business  is  the  strong- 
est we've  seen  it,"  he  says.  "Our 
fourth  quarter  will  be  our  best  of 
all  time."  Whether  the  economists' 
leading  indicators  or  Ingersoll- 
Rand's  big  backlog  constitutes  the 
best  forecaster  remains  to  be  seen. 
But  Wearly  for  one  isn't  going  to 
believe  Ingersoll-Rand  is  in  a  re- 
cession until  sales  and  earnings 
turn  down,  and  neither  of  these  is 
on  the  Ingersoll-Rand  horizon.  ■ 
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The  Bettmann  Archive 


Suddenly 
FORBES  is  first. 


Suddenly  last  spring  FORBES  pulled  ahead  of  Business 
Week  in  U.S.  circulation.  Which  puts  us  in  the  leading 
position  in  domestic  circulation  among  the  nation's  big 
three  business  magazines.  It's  right  there  in  the  latest 
ABC  Publishers'  Statements  (for  six  months  ending 
6/30/69)  for  anyone  to  see  .  .  . 


U.S.  CIRCULATION 


FORBES 
Business  Week 
Fortune 


580,366 
575,906 
489,695 


FORBES  passed  Fortune  in  U.S.  circulation  way  back  in 
1964.  And  subsequently  outpaced  them  in  total  circula- 


tion in  '67.  For  some  time  now  we've  been  edging  up  on 
Business  Week.  And  suddenly ...  in  U.S.  circulation  we're 
first. 

It  figures,  really.  FORBES  is  a  magazine  written  for  the 
top  management  men  of  America.  And  it  most  assuredly 
is  read  by  them.  A  recent  study  by  the  independent  re- 
search firm  of  Erdos  and  Morgan,  Inc.,  found  that 
FORBES  is  read  regularly  by  seven  out  of  ten  top  man- 
agement executives  of  the  nation's  500  largest  industrial 
corporations.  More  top  management  than  reads  Business 
Week,  Time,  Fortune,  U.S.  News  &  World  Report,  or 
Newsweek  regularly. 

Never  was  a  magazine  written  for  the  few  read  by  so 
many  of  them. 


Forbes:  capitalist  tool 


Faces  Behind  the  Figures 


Another  Man's  Poison 

Can  Government  repeal  the  I 
dI  economics?  Fundamental!)    that 
was    the    question    thai    W 
Thatcher,  Premi<  i  ol  the  Canadian 
Province  oi  Saskatchewan,  answei 
cd  last  month   to  his  own.  if  no- 
body else's,  satisfaction.   In  a  uni 
lateral  move,  Thatcher  ordered  the 
province's  eight    potash   producers 
(three    are    U.S.-owned)     to    sell 
their  future  output  foi  no  less  than 
$18.75  a  ton,  as  against  the  $10 
to  $12  a  ton  producers  have  been 
getting  recently  in  the  U.S. market. 
The   price   Had   crashed   in   the 

first  place  (from  $22  a  ton  as  re- 
cently as  1986)  because  of  the 
break-neck  expansion  ol  Saskatch- 
ewan's enormous  but  long-undevel- 
oped potash  reserves,  among  the 
largest  in  the  world.  Producers 
had  counted  on  the  booming  world- 
wide demand  for  fertilizer  to  sop 
ii])  the  new  capacity  as  it  came  on 
stream.   But  demand  unexpectedly 

slacked,   prices   promptly  collapsed 

and  both  potasli  and  Saskatchewan 
are  in  trouble. 

Thatcher's  goal,  of  course,   is  to 
control  production  as  well  as  price 


W.  Ross  Thatcher 

and  to  work  out  similar  price  and 
production  controls  with  producers 
in  other  parts  of  the  world.  New 
Mexico,  the  U.S.'  No.  One  potash- 
producing  state,  has  already  prom- 
ised cooperation  to  Thatcher,  and 
state    officials    have    threatened    to 


apply  tax  pressures  on  U.S.  pro- 
ducers who  take  advantage  of 
Thatcher's  price  policies.  But 
there's  a  limit  to  how  far  New 
Mexico  can  go  without  violating 
the  U.S.  antitrust  laws,  and  it's  an 
open  -question  whether  producers 
elsewhere  in  the  world — in  Africa, 
Israel  or  the  Soviet  Union,  for  in- 
stance— will  have  anything  to  gain 
by  accepting  controls  that  would 
hamper  their  efforts  to  establish 
themselves  in  the  market. 

By  acting  unilaterally,  Thatcher 
risks  the  possibility  that  Canadian 
potash  will  price  itself  out  of  the 
vital  U.S.  markets,  but  there  are 
other  and  possibly  greater  risks, 
both  political  and  economic.  For 
one  thing,  these  days  potash  isn't 
Saskatchewan's  only  depressed  in- 
dustry—  unsold  wheat  is  piled  up 
in  warehouses  all  over  the  prov- 
ince. For  another,  U.S.  producers 
have  charged  Canada  with  dump- 
ing potash  in  the  U.S.,  and  Con- 
gress is  already  actively  talking  of 
slapping  a  tariff  on  imported  pot- 
ash that  could  seriously  reduce  Can- 
ada's U.S.  market  position.  With 
alternatives  like  these,  Thatcher's 
a  man  who  can  choose  his  poison.  ■ 


Storm  In  a  Soup  Pot 

The  five  George  Washington 
University  law  students  below, 
Jan  Miller,  Fred  Franklin,  Peter 
Meyers,   Gregorj    Ball   and   Aaron 


Handelman,  want  Campbell  Soup 
Co.  to  be  punished  for  putting 
marbles  in  soup — not  in  the  soup 
it  sells  in  supermarkets  but  the 
soup  it  used  on  TV.  It  seems  that 
some  time  ago,  Campbell  put  mar- 


John  Branzhaf  &  the  Soup  Suers 


bles  in  soup  on  TV  commercials 
in  order  to  force  meat  and  vege- 
tables to  the  top  where  they'd  be 
more  apparent.  After  the  Federal 
Trade  Commission  complained, 
Campbell  agreed  to  omit  marbles 
in  the  future.  And  there  the  matter 
might  have  ended  had  not  the  five 
young  men,  students  in  a  course 
taught  by  consumer  crusader  John 
Banzhaf  III  (center),  claimed 
the  right  to  enter  the  case  repre- 
senting consumers.  (Until  now  FTC 
cases  have  been  between  the  agen- 
i  \  and  the  people  appearing  be- 
fore it.)  Faced  with  the  request,  two 
of  the  FTC  commissioners  held 
that  the  students  had  a  right  to 
intervene  and  the  other  three 
agreed  that  hearings  should  be  held 
on  the  request  to  intervene. 

What's  it  all  about?  Simply  this: 
The  students  claim  that  Campbell 
should  not  have  been  let  off  with 
a  wrist-slapping  but  should  have 
been  fined.  Is  it  all  just  a  tempest 
in  a  soup  pot?  No,  it  isn't.  If  the 
FTC  upholds  the  students'  right  to 
(liter  the  case,  American  business 
can  expect  to  hear  a  good  mam 
more  such  demands  for  punitive 
action   from  consumers.  ■ 
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How  to  be  bighearted 
toward  small  customers 

Get  personal  by  Long  Distance. 
You  can  be  in  touch  often  by  phone 
—  stay  on  top  of  even  small 
customers  needs.  Visits  by  phone 
can  be  made  in  minutes. They're 
inexpensive.  And  they  have  the 
warmth  of  an  in-person  meeting. 
You  II  find  lots  of  ways  to  use 
our  System  to  let  your  customers 
know  you  care  about  their 
business.  Ask  our  Communications 
Consultants  about  them. 
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industry's  leading  partner 
in  industrial  automation. 
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General  El 
GE  drives — am 


;ols.   instrumentation,   and  monitoring  equipment — combined  with  over  5,000  hp  of 
)'^at  Allentown  Portland  Cement — one  of  the  most  reliable  cement  plants  in  the  world. 


1  moving  a  mountain 
hrough  a  sieved.. 


meral  Electric  automation  products  and  systems 
Ip  Allentown  Portland  Cement --and  other 
Justry  leaders --produce  superior  products 

drive,  power  and  control  equipment  help  Allentown  Cement — a  division 
le  National  Gypsum  Company — crush  1.4  million  tons  of  rock  into 
:  fine  enough  to  pass  through  a  water-tight  sieve.  In  the  milling  system 
>mputer  monitors  feed  rates  and  controls  the  ball  mills  that  grind 
•stone  into  powder . . .  on-line  x-ray  gages  continuously  scan  materials 
nd  from  the  grinders  and  feed  size  and  weight  data  to  the  computer  for 
>matic  quality  control.  In  520-foot  kilns,  TV  cameras  and  GE-developed 
•color  ratio  pyrometers  constantly  monitor  "burning"  of  cement 
je  the  3000CF  furnace.  Automatic  control  allows  quick  change-over 
ny  of  a  dozen  product  types.  Results:  GE's  total  systems  engineering — 
1  simulation  to  follow-through  service — optimized  systems  before 
t-up  to  produce  one  of  the  most  reliable  cement  plants  in  the  world. 
nis  same  caliber  of  systems  engineering  applied  at  Allentown 
)les  GE  to  produce  successful  automation  results  for  other  in- 
ry  leaders — from  steel  to  chemicals  to  all  types  of  manufacturing. 


ord  Motor  Co.  Glass  plant  .  .  . 

ig  float  glass  into  infinite  possible 
)inations  on  the  fly  with  no  glass 
using  GE's  precision  numerical 
jment  control  .  .  .  the  first  auto- 
d  system  of  its  kind,  and  the 
st  numerical  control  ever  built. 


ENERAL 


at  J&L  Steel . . . 

continuously  descaling  175  tons  of  steel 
per  hour  in  an  acid  bath  at  1200  feet 
per  minute  .  .  .  GE  drives  and  controls 
help  make  the  system  one  of  the  fastest 
and  most  efficient  pickle  lines  in  the 
steel   industry. 


ELECTRIC 
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Jade  Easter  Egg  and  Miniature  Hen  Carved  from  Purpurin  and  Sitting  in  a  Gold  Nest.  By  Carl 
Faberge,  Jeweler  to  the  Czars  ol  All  the  Russias.  From  the  Forbes  Magazine  Collection  oj  Faberge. 


Carl  Faberge  knew  his  business. 

Forbes  Magazine  knows  its  business. 

Which  is  your  business. 

Today  over  half-a-million 
executives  subscribe  to  Forbes. 


il  million  read 

.i:  ion  and  advertising 
revenu      ;re  at  an  all-time  high. 

A  '  '  still  growing. 


Forbes  Magazine  readers  don't  just 
own  American  business. 

They  run  it. 

Forbes:  capitalist  tool 


As  I  See  It 


'The  Globe  Is  Circled  with  a  Girdle  of  Filth 


Is  Detroit  moving  fast  enough  on  the  pollution  problem?  After  Vietnam 
and  race  relations,  pollution  is  fast  becoming  perhaps  the  great  public 
policy  question  before  the  American  people,  and  automobile  exhaust  is, 
without  doubt,  one  of  the  prime  pollutants. 

Few  men  are  more  familiar  with  this  particular  problem  than  Louis  J. 
Fuller,  Los  Angeles  County  Air  Pollution  Control  Officer— not  only  because 
his  area  is  a  victim  of  pollution  but  also  because  his  vigorous  efforts  to 
overcome  it  have  won  him  worldwide  attention. 

Fuller  is  no  friend  of  the  auto  industry— he  is  very  blunt  obout  that. 
But  automakers  and  other  industrialists  would  do  well  to  listen  to  what 
he  has  to  say:  They  are  going  to  be  hearing  more  and  more  from  Fuller 
and  likeminded  people  as  the  pollution  problem  worsens. 


Mr.  Fuller,  why.  arc  you  so  rough 
on   the  auto  manufacturers0 

l'i  i  i  hi:  I  taut  clean  up  air  pollution 
in  Los  Angeles  County  because  the 
biggest  portion.  90%,  is  from  motor 
vehicles,  over  which  I  have  no  con- 
trol. Stationary  sources — industrial, 
commercial,  residential — contribute 
only  about   1  ()'<  of  our  pollution. 

Only  lOi   is  from  nonauto  sources0 
That  teems  low. 

l'i  l  l.l  it:   It  is  low.   It's  the  result  of  22 

years  ol   verj    aggressive   action   and 

the  expenditure  ot  millions  of  dollars. 
industry  in  the  Los  Angeles  basin  is 
the  most  vigorously  controlled  ol  an) 
I     know.    Our    rules    and    regulations 

make  it  simplv  impossible  For  anyone 
to  violate  the  law  for  any  period  ol 
time  All  large  companies  capable  ol 
producing  air  pollution  are  connected 
by  radio  transmitter  to  our  dispatch 
tenter.  Within  seconds  we  can  put 
into    effect    curtailment    or    shutdown 

plans  developed  joint!)  by  the  district 
and  the  companies.  We've  applied 
controls  to  the  obvious — petroleum 
refineries,  incinerators,  chemical  plants, 
open-hearth  furnaces,  auto-assembly 
plants — and  to  the  not-so-obvious — 
restaurants,  crematories,  housing-tract 
developers  who  used  to  clear  acreage 
with  open  fires 

What  powers  of  enforcement  do  you 
tiotc  hat 

Fuller:  I  can  take  criminal  action 
against  offenders,  and  have.  Any  in- 
spector or  engineer  from  the  district 
observing  a  violation  can  issue  a 
citation.  We  have  a  97%  conviction 
rate  on  cases  we've  brought  to  court. 
There  are  no  favorite  sons;  we  don't 
back  off  from  anybody.  Size  makes  no 
difference,   nor   importance. 


What  do  you  do?  Slap  their  wrists? 
Or  do  you  really  come  down  on  them? 

l'i  i.i  in:  Si\  months  in  jail  or  $500 
fine  per  day  ol  violation,  or  both.  But 
the  most  effective  penalty  is  publicity. 
The  newspapers  used  to  print  box 
scores  on  the  front  page,  listing  the 
companies  fined. 

So  why  don't  you  clean  up  auto  ex- 
haust pollution? 

l'i  ller:  That  responsibility  is  given 
In  state  law  to  the  State  Air  Resources 
board,  appointed  by  the  Governor. 
I've  raised  more  hell  with  the  auto- 
mobile industry  than  any  other  indi- 
vidual in  the  United  States,  but  I  have 
no  authority  over  them.  I  do  know 
that  the  1960,  1907,  1908  and  1909 
tar  models  are  violating  state  stand- 
ards of  exhaust  emission. 

What  do  the  auto  companies  say 
when  you  tell  them  that? 

Fuller:  At  first  they  denied  it,  but 
then  they  admitted  it.  In  1906  they 
said,  "This  is  the  first  year,  and  like 
Avis,  we'll  try  harder;  wait  till  next 
year."  The  next  year's  models,  and 
every  one  since,  continued  to  violate 
the  standards.  I  attended  a  meeting 
recently  at  which  General  Motors 
made  the  major  presentation,  and 
they  admitted  motor  vehicles  were 
responsible  for  most  of  the  air  pol- 
lution here. 

What  do  auto  companies  say  to  tin 
specific  charge  that  their  exhaust- 
control  systems  don't  meet  the  state 
standards? 

Fuller:  They  say,  "Well,  it's  a  diffi- 
cult problem."  And  they  say  that  one 
device  can't  control  the  two  major 
polluting    compounds,    unburned    hy- 


*afc>!S, 


3%Tv 


Louis   J.   Fuller 

drocarbons  and  oxides  of  nitrogen — 
in  fact,  that  a  device  that  takes  care 
ol  one  increases  the  other. 

So  wliy  not  two  devices? 

Fuller:   Good  question,  and  it  was 

answered  by  Atlantic  Richfield.  They 
came  up  with  a  device  that  was  80% 
to  85%  effective  in  controlling  oxides 
ot  nitrogen,  one  smog  ingredient.  The 
company  spent  thousands  of  dollars 
developing  it  in  the  public  interest. 
They  took  it  to  Detroit  a  couple  of 
years  ago,  and  that's  the  last  we've 
seen  of  it.  You  attempt  to  find  out 
information  about  it  and  the  auto 
companies  say,  "Well,  it  doesn't  quite 
do  what  we  want  it  to." 

What,   specifically,   would  you  do? 

Fuller:  The  burden  must  be  placed 
where  it  belongs,  right  back  on  the 
automakers.  They  should  be  required 
to  test  every  vehicle  they  want  to  sell 
in  the  state.  If  they  fail  to  meet  our 
standards,  somebody  has  to  have  the 
guts  to  say  that  they  can't  sell  their 
cars  here  anymore. 

The  Justice  Department  has  de- 
cided not  to  prosecute  the  auto- 
makers for  conspiracy  to  delay  devel- 
opment and  installation  of  antismog 
devices.  Does  the  Consent  Decree 
ending  the  Government's  case  against 
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When  you're  not  in  your  home... 


...an  intruder  may  be 

Protection  of  your  property  used  to  involve 
elaborate  systems.  Euphonies  has  changed 
that  with  its  A-1  Intrusion  Alarm.  The  unit 
projects  an  ultrasonic  (high  frequency)  beam 
throughout  the  area  you  want  to  secure. 
Any  intruder  disturbing  this  pattern  activates 
a  signal  device,  such  as  lights,  bells,  buz- 
zers, etc.  Unlike  other  systems,  the  A-1  is 
fool-proof  and  cannot  be  defeated.  It  re- 
quires no  installation  .  .  .  merely  plugs  into 
any  110  volt  A.C.  source  .  .  .  and  this 
efficient  security  is  just  $99.95! 

See  Euphonies  in  action!  Write  for  details  and 
name  of  nearest  Euphonies  representative. 


poxjRisrs 

Euphonies    Dept35 

8782    SW    131st    ST    MIAMI,    FLA.    33156 
TELE:    (305)    233-2950 


COSMOPOLITES 


According  to  the  1969 
Simmons  Study,  42.6%  of 
FORBES'  readers  took  a  for- 
eign trip  in  the  past  five  years. 

This  is  the  highest  concentra- 
tion of  foreign  travelers  shown 
among  all  57  publications 
measured  in  this  study. 

You  always  reach  the  peo- 
ple who  are  going  places  in 
FORBES. 


As  I  See  It 


the  automakers  reduce  the  chances  of 
successful  court  action  by  other  juris- 
dictions, such  as  New  York  City  and 

Chicago? 

Fulleh:  If  the  Antitrust  Division  of 
the  Department  of  Justice  of  the  Gov- 
ernment of  the  United  States  was 
unable  or  reluctant  to  proceed,  I  don't 
see  how  some  lesser  agency  of  gov- 
ernment would  be  any  more  success- 
ful. 

Is  the  real  answer  an  electric  car? 
Or  a  steam  car?  Or  a  gas  turbine  car? 

Fuller:  That  won't  be  necessary. 
The  internal  combustion  engine,  as  it 
now  exists,  but  using  natural  gas  as  a 
fuel — the  same  kind  used  in  home 
stoves — would  solve  the  air-pollution 
problem.  The  conversion  would  cost 
about  $300  per  car.  And  natural  gas 
has  advantages:  It's  cheaper,  crank- 
case  oil  doesn't  have  to  be  changed  so 
often  because  it  isn't  diluted,  plugs 
would  last  much  longer  because  they 
don't  become  corroded. 

What  about  the  suggestion  that  oil 
companies  be  required  to  produce 
less  volatile  gasoline  that  would  re- 
duce hydrocarbon  emissions? 

Fuller:  Automakers  often  bring  up 
that  idea,  but  through  years  of  test- 
ing we've  proved  that  wouldn't  help. 
Those  hydrocarbons — butane  and  pen- 
tane — are  so  low  in  reactivity  that 
they  don't  enter  into  our  photochemi- 
cal smog  formation. 

What  happens,  exactly,  in  the  for- 
mation of  smog? 

Fuller:  In  effect,  there's  a  chemical 
factory  in  the  sky.  Automobiles,  burn- 
ing gasoline,  emit  tons  of  hydrocar- 
bons— that  is,  gasoline  discharged  un- 
burned — and  nitrogen  oxides  [created 
by  high-temperature  combustion]. 
There's  a  complex  series  of  interac- 
tions between  certain  types  of  hydro- 
carbons, nitrogen  oxides  and  ultra- 
violet radiation  by  the  sun.  The  result 
is  ozone,  which  causes  eyes  to  water 
and  throats  to  become  scratchy  and 
all  the  other  familiar  physical  irrita- 
tions of  photochemical  smog. 

So  if  we  didn't  have  so  much  sun. 
we  wouldn't  have  so  much  smog? 

Fuller:  That's  right;  smog  is  not 
formed  at  night  or  on  an  overcast  day. 
But  we  can't   take-  Action   against  the 


sun,  so  we're  working  on  the  other 
ingredients. 

Well  sure,  this  is  rough,  but  can  we 
depollute  without  wrecking  the  econ- 
omy? 

Fuller:  If  the  medical  profession  de- 
cides we  can't  survive  further  air  pol- 
lution, and  something  drastic  has  to 
be  done — well,  so  be  it.  Doctors  make 
such  decisions  all  the  time,  in  saying 
to  a  patient,  "I'm  sorry  to  tell  you 
there  will  have  to  be  an  amputation." 
If  there  has  to  be  an  amputation  of 
motor  vehicles,  so  be  it.  Driving,  after 
all,  is  a  legislated  privilege,  not  a  right. 

What  does  the  medical  profession 
say  now  about  the  effects  of  smog? 

Fuller:  Doctors  are  the  first  to  ad- 
mit they're  not  sure  of  the  long-term 
medical  effects  of  air  pollution.  We 
do  know  what  happens  when  you're 
confined  in  a  garage  with  the  door 
closed  and  the  engine  running.  What 
we  don't  know  is  what  long-term  ex- 
posures to  lower  levels  will  do.  A  car- 
bon monoxide  concentration  of  30  or 
40  parts  per  million  parts  of  air  over 
a  sustained  period  of  time  may  be 
equivalent  to  losing  a  pint  of  blood, 
because  of  a  decrease  in  the  hemo- 
globin's ability  to  transport  oxygen. 
And  the  levels  in  car  interiors  on  the 
freeways  often  reach  80,  90,  100  parts 
per  million.  There  is  evidence,  of 
course,  that  air  pollution  is  responsi- 
ble for  the  increase  in  upper  respira- 
tory diseases.  The  Los  Angeles  County 
Medical  Association  decided  that  smog 
ma\  seriously  affect  the  lungs  of  young 
people.  In  fact,  children  through  high 
school  aren't  allowed  to  exercise  at  all 
when  the  ozone  level  reaches  0.35 
parts  per  million. 
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Los  Angeles  is  making  a  strong  bid 
for  the  1976  Olympics.  Does  it  make 
si  nse  to  bring  the  world's  greatest 
athletes  to  a  city  where  it's  sometimes 
dangerous  to  breathe? 

Filler:  Unless  you  put  the  games  in 
the  middle  of  the  Gobi  Desert,  you'd 
have  a  hard  time  finding  an  area  any- 
where without  smog.  Of  course  it 
would  be  a  risk;  under  adverse  me- 
teorological conditions  we  might  get 
socked  in  here  to  a  point  requiring  a 
postponement  of  some  of  the  games. 

h  the  Coin  Desert  the  only  place 
left  in  the  world  with  clean  air? 

Fuller:  The  problem  certainly  is  not 
confined  to  Los  Angeles.  The  globe  is 
circled  with  a  girdle  of  filth  that 
stretches  from  east  to  west,  and  as  it 
travels  it  picks  up  additional  millions 
of  tons  of  pollutants.  This  creates 
what  scientists  call  the  greenhouse 
effect,  a  wanning  trend  that  could 
melt  the  polar  ice  caps  and  danger- 
ously raise  sea  levels. 

That  sounds  pretty  grim. 

FULLER:  It's  possible  we  may  have 
proceeded  so  far  now  in  the  destruc- 
tion of  our  environment  that  the  envi- 
ronment's ability  to  heal  itself  is  now 
less  than  man's  ability  to  hurt  it. 
Nature  can  be  pretty  rough  when  its 
balance  is  disturbed.  We  got  a  kick- 
back once  horn  nature the  Mid- 
western dust  bowls.  Of  all  the  world's 
problems,  1  think  air  is  the  most  criti- 
cal, because  a  few  minutes  without 
proper   air   is    fatal. 

Clearly  you  don't  think  Detroit  is 
moving  fast  <  uough  on  the  problem. 
How  about  the  rest  of  the   world? 

Fuller:  The  World  Health  Organi- 
zation is  making  some  attempts,  but 
the  solution  has  to  come  from  the 
superpowers.  I've  talked  to  scientists 
from  the  Soviet  Union  and  many  other 
countries,  and  we're  all  in  agreement 
about  what's  happening — but  there's 
no  way  we  can  stop  it.  There  must  be 
an  international  congress  for  the  pro- 
tection of  the  environment,  and  it  must 
be  more  than  just  another  organiza- 
tion with  a  name  and  no  power. 
There  is  great  alarm  and  concern  all 
over  the  country,  all  over  the  world, 
on  this  subject,  and  the  public  is 
looking  for  leadership  from  some- 
where. And  it  can't  come  from  words 
alone.  ■ 


Lee  Enterprises... 

The 

communications 
success  group. 
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Lee  Enterprises,  Incorporated,  is  a  rapidly  growing  group  of  20 
newspaper  and  broadcasting  divisions,  located  throughout  the 
West  and  Midwest,  primarily  in  medium-sized  communities. 

Through  a  combination  of  constantly  upgraded  facilities  and 
youthful,  aggressive  management,  both  dividends  and  stock- 
holders' equity  have  increased  steadily.  In  March,  1969,  Lee 
Enterprises  became  a  publicly-owned  company.  For  the  fiscal  year 
ended  September  30,  1969,  Lee  Enterprises,  Incorporated,  reported 
record  high  revenues  and  net  earnings.  Operating  revenues  were 
531,943,000,  up  19%  from  fiscal  1968.  Net  earnings  were 
$2,880,053  as  compared  to  $2,415,291  in  1968,  also  an  increase 
of  19%.  On  a  per  share  basis,  net  income  was  $1.49  versus 
S1.27  in  the  previous  year.  The  average  number  of  common  shares 
outstanding  in  1969  was  1,932,279  compared  to  1,907,269  in  1968. 

Write  now  for  your  copy  of  Lee's  new  annual  report,  complete 
with  operating  highlights  and  five-year  financial  review. 

LEE  ENTERPRISES,  INCORPORATED  /  Lee  Building  /  130  E.  Second  Street  /  Davenport,  Iowa  52801 
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These  Debentures  are  being  sold  to  the  genera]  public 

by  a  group  of  dealers,  including  the  undersigned. 

The  offering  is  made  only  by  means  of  the  official  Prospectus. 

$15,000,000 

Liberty  Loan  Corporation 

Subordinated  Debentures  Due  November  1, 1979 

Interest  at  9Vt%  to  November  1, 1974  and  at  8'/*%  Thereafter  and 
Maturing  at  Option  of  Holders  on  November  1, 1974  with  Warrants  for  the 
Purchase  of  150,000  Shares  of  Common  Stock  ($1  Par  Value) 

Price  100%  and  Accrued  Interest 


We  invite  you  to  ask  /or  a  Prospectus  describing  these  Debentures 
and  the  Company's  business.  Any  of  the  underwriters, 
including  the  undersigned,  who  can  legally  offer  these  Debentures 
in  compliance  with  the  securities  laws  of  your  State 
will  be  pleased  to  give  you  a  copy. 


The  Chicago  Corporation 


Riter  &  Co. 


Bache  &  Co. 

Incorporated 

Bacon,  Whipple  &  Co.  Bateman  Eichler,  Hill  Richards 

Incorporated 


Edward  D.  Jones  &  Co 
W.  E.  Hutton  &  Co. 


G.  H.  Walker  &  Co. 

Incorporated 

William  Blair  &  Company 


Blunt  Ellis  &  Simmons 

A.  G.  Edwards  &  Sons,  Inc. 

McCormick  &  Co. 

Incorporated 

Newhard,  Cook  &  Co. 
Reinholdt  &  Gardner 
Stern  Brothers  &  Co. 

November  20. 19M 


Crowell,  Weedon  &  Co. 

Johnston,  Lemon  &  Co 


Dain,  Kalman  &  Quail 

Incorporated 

Loewi  &  Co. 

Incorporated 

McCourtney-Breckenridge  &  Company 


The  Ohio  Company 
Scherck,  Stein  &  Franc,  Inc. 


Piper,  Jaffray  &  Hopwood 

Incorporated 

Stein  Bros.  &  Boyce,  Inc. 
Stifel,  Nicolaus  &  Company 

Incorporated 
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All  That's  Gold  Does  Not  Glitter 

Speculators  drove  up  the  price  of  gold  more  than 
$8  an  ounce.  Then  it  fell  more  than  $8  an  ounce. 
Those  who  bought  at  the  peak  bought  fool's  gold. 


This  was  a  gold  rush  of  the  kind 
Charlie  Chaplin  never  dreamed  even 
when  he  was  suffering  from  hallucina- 
tions. No  one  had  to  flounder  through 
mountains  of  snow,  buffeted  by  Arctic 
winds.  No  one  became  so  desperate 
from  hunger  that  he  ate  his  shoes  with 
relish.  This  was  a  gold  rush  anyone 
could  join  in  while  sitting  in  his  cha- 
teau in  the  south  of  France,  eating 
truffles  or  sipping  champagne.  Or  while 
lolling  in  his  palace  in  Saudi  Arabia. 

It  began  roughly  in  the  spring  of 
1967  and  came  to  a  crashing  halt  last 
month.  And  from  the  haunts  of  the 
Mafia  in  Miami  to  Cannes,  where  the 
sheiks  and  the  rajahs  play,  there  are 
today  quite  a  few  sadder  and  poorer 
— if  not  wiser — men. 

What  started  it  was  the  devaluation 
of  the  pound  in  1967.  What  made  it 
a  stampede  was  the  fact  that  foreign- 
ers by  then  had  accumulated  a  total 
of  $26.4  billion  convertible  to  gold  at 
$35  an  ounce,  while  the  U.S.  gold 
stock  had  dwindled  to  $12.9  billion. 

To  those  who  speculate  in  gold,  it 
seemed  obvious  that,  sooner  or  later, 
the  U.S.  would  have  to  devalue  the 
dollar,  which  is  another  way  of  saying 
raise  the  price  of  gold.  To  what?  $50 
an  ounce?  $70  an  ounce?  The  specu- 
lators began  to  buy  gold  in  London 
and  Zurich,  the  world's  two  great  gold 
markets  slowly  at  first,  then  faster. 

By  November  they  made  the  Klon- 
dike rush  seem  like  a  stroll  in  the  sun. 
During  the  whole  of  the  Klondike 
rush,  the  sourdoughs  dug  up  only  156 
tons  of  gold.  In  one  week  of  Novem- 
ber alone,  the  speculators  bought  370 
tons,  worth  an  estimated  $415  mil- 
lion. By  the  end  of  the  year,  they  held 
S3  billion  worth. 

The  price  of  gold  in  London  and 
Paris  did  not  rise  appreciably.  Since 
it  was  fixed  by  the  U.S.  at  $35  an 
ounce,  it  could  go  only  to  about 
$35.20  or  a  few  pennies  more.  By 
March  of  1968,  however,  the  strain 
on  the  world's  monetary  system  had 
become  intolerable.  On  Friday,  Mar. 
15,  the  London  market  shut  down, 
while  the  U.S.  and  the  six  major 
Western  European  nations  met  to 
consider  the  situation.  On  Sunday, 
they  announced  an  agreement:  The 
U.S.  would  continue  to  supply  gold  at 
$35  an  ounce  to  other  governments 
but  none  to  private  buyers.  The  pri- 
vate market  would  be  permitted  to 
fluctuate  at  will. 

On  Apr.  1,  the  London  gold  mar- 
ket reopened  at  $36.70  an  ounce. 
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In  London  the  price  of  gold  is  set 
by  five  dealers,  who  meet  every  morn- 
ing at  the  House  of  Rothschild  to 
match  buy  and  sell  orders.  They  are 
not  permitted  to  buy  or  sell  on  their 
own.  In  Zurich,  the  price  is  set  by 
three  banks,  which  operate  in  the 
same  way  except  for  one  thing:  They 
can  buy  or  sell  in  order  to  keep  the 
price  from  gyrating  too  wildly.  Day 
after  day,  in  London  and  Zurich,  the 
price  kept  rising  because  there  are 
two  steady  markets  for  gold — 1)  in- 
dustrial users  and  2)  hoarders,  people 
who  don't  trust  paper  money  and 
value  the  safety  of  gold  above  the 
interest  they  can  get  from  a  bank. 

The  speculators  who  today  have 
nothing  to  regret  kept  selling  gold 
slowly,  taking  a  profit  here,  a  profit 
there,  never  putting  enough  on  the 
market  to  disturb  the  rise.  The  greedy 
ones  held  on. 

By  March  of  this  year,  according 
to  Edward  M.  Bernstein,  adviser  to 
all  the  central  banks  in  the  Western 
world,  including  the  Federal  Reserve, 
the  more  cautious  speculators  had 
gotten  rid  of  somewhere  between  $1 
billion  and  $1.5  billion  worth  of  gold. 
The  amount  still  in  the  hands  of  specu- 
lators ran  to  about  $1.75  billion.  Gold 


House  Of  Five  Arrows.  This 
is  the  coat  of  arms  of  the 
House  of  Rothschild  in  Lon- 
don, the  place  where  the 
price  of  gold  is  set  each 
day  by  five  English  gold 
dealers.  The  arrows  stand  for 
the  five  sons  Mayer  Roths- 
child sent  to  five  capitals 
to    found    the    banking    firm. 


was  then  selling  at  $43.83  an  ounce. 

Then  came  the  crash.  The  price 
plummeted  to  around  $35.50,  more 
than  $1  below  what  it  had  been  when 
the  two-price  system  began. 

According  to  Bernstein,  there  were 
two  reasons  for  the  plunge: 

•  One  was  a  plan  Bernstein  helped 
draw  up  for  the  International  Mon- 
etary Fund  called  Special  Drawing 
Rights.  Under  this  plan,  nations  are 
now  settling  accounts  partly  in  SDRs, 
which  they  draw  on  the  International 
Monetary  Fund  as  individuals  draw 
checks  on  a  bank.  This  lessens  their 
need  for  gold. 

•  The  other  was  tight  money  in 
the  U.S.  Lacking  funds  to  meet  all 
the  requirements  of  their  customers, 
the  U.S.  banks  started  borrowing  dol- 
lars abroad.  This  drove  interest  rates 
on  Eurodollars  up  from  8.41%  in  April 
to  11.44%  in  May. 

Says  Bernstein:  "A  speculator  can 
use  his  own  money  or  else  he  can  use 
borrowed  money,  but,  in  either  case, 
with  gold  selling  at  more  than  $40  an 
ounce  and  the  interest  rate  at  11.44%, 
the  price  of  gold  had  to  rise  by  about 
50  cents  a  month,  $6  a  year,  for  the 
speculator  to  come  out  even." 

Some  speculators  panicked.  They 
poured  an  estimated  50  million  ounces 
into  the  market  and  there  went  the 


price. 


Nobody's  Talking 


Who  lost  and  how  much?  That's 
something  the  men  who  know  don't 
talk  about;  both  the  dealers  in  Lon- 
don and  the  banks  in  Zurich  have 
raised  secretiveness  to  a  principle. 

All  told,  on  the  50  million  ounces 
dumped  on  the  market,  there  was  a 
loss  of  approximately  $400  million. 
Much  of  this,  of  course,  was  a  paper 
loss,  representing  the  difference  be- 
tween what  the  speculators  could 
have  made  if  they  had  been  smart 
enough  to  get  out  when  the  getting 
out  was  good,  and  what  they  could 
make  now.  However,  part  unquestion- 
ably was  a  real  loss.  The  man  who 
bought  gold  while  the  price  was 
rising,  say,  to  $38  or  $40  or  $42,  and 
then  sold  out  while  it  was  dropping, 
took  a  real  shellacking.  As  for  the 
speculators  who  bought  at  those 
prices  and  still  are  holding  gold, 
hoping  for  another  upturn  to  bail 
them  out,  while  their  loss  so  far  is  still 
a  paper  loss,  they  have  to  consider 
this:  If  they  had  lent  their  money  to 
U.S.  banks  instead  of  buying  gold 
with  it,  they  could  now  be  sitting 
back  drawing  11.44%. 

Could  there  be  another  wave  of 
speculation?  Of  course.  The  idea  of 
getting  something  for  nothing  has  al- 
ways been  irresistible  to  mankind.  ■ 
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The  Money  Men 


Smart— and  Sure  of  It 


Samuel  Statman  is  to  money- 
managing  as  Joe  Pepitone  is  to 
baseball.  When  Pepitone  struts  out 
to  first  base  at  Yankee  Stadium 
normally  loyal  fans  often  boo  him, 
even  if  they  think  he'll  come 
through  for  them.  It's  that  way 
with  Stayman:  He's  a  brilliant 
money  manager  but  he  seems  to 
try  hard  to  antagonize  people. 

Stayman  runs  Strand  &  Co.,  a 
hedge  fund,  and  two  other  funds 
whose  assets  total  $25  million. 
Strand,  moreover,  is  up  at  least 
in  this  \ears  down  market, 
and  in  its  3,'>-yeai  existence  has 
grown  at  a  compounded  annual 
rate  oi  3751 — which  means  that 
every  SI, 000  that  went  into  it  in 
1960  is  worth  over  $2,500  today. 


Another  hot  young  money  man- 
ager? Not  at  all.  Stayman  is  55  and 
he  has  been  in  professional  man- 
agement only  these  3M  years.  Before 
that  he  ran  a  textile  mill.  In  his  spare 
time  he  played  bridge  so  well  that 
in  1950,  1951,  and  1953  he  won 
world  bridge  championships  in  Ber- 
muda, Naples  and  New  York. 

How  do  you  make  the  switch 
in  late  middle  age  from  selling 
textiles  to  managing  money?  We 
asked  Stayman  this  and  when  you 
hear  his  answer  you'll  understand 
the  Pepitone  analogy.  Said  he:  "It 
takes  a  great  deal  of  skill  and  ap- 
plication to  be  successful  either  at 
bridge  or  at  business  and  a  really 
exceptional  person  to  be  success- 
ful at  both.  Since  I  was  the  only 


Samuel  Stayman 


businessman  who  was  successful 
at  both,  why  couldn't  I  be  the 
same  with  investments?"  Stayman 
says  h,?  doesn't  know  any  other 
money  manager  who  is  good  at 
bridge.  "At  poker,  yes,  but  that's 
not  the  same  thing.  Bridge  takes 
skill  and  application,  and  most 
businessmen  and  money  managers 
don't  have  it." 

Didn't  Stayman  ever  hear  of 
Jack  Dreyfus,  who  was  a  bridge 
champion  before  he  started  the 
whole  performance  game  on  Wall 
Street?  Beplied  Stayman:  "Oh,  I 
played  with  Dreyfus  in  the  Fifties. 
He  showed  great  promise  but  he 
didn't  work  hard  enough  at  it.  Re- 
member,  I'm  near  the  top." 

See  what  we  mean? 

Stayman  spent  the  first  35  years 
after  graduating  from  Dartmouth's 
Amos  Tuck  School  of  Business  Ad- 
ministration building  up  and  run- 
ning his  Stamina  Mills  in  Forest- 
dale,  R.I.  In  1965  he  sold  it  to 
Kayser-Roth.  "Running  a  business 
just  didn't  make  the  same  intellec- 
tual demands  as  bridge  and  I  felt 
that  investments  did.  So,  selling 
out  was  just  a  question  of  finding 
a  buyer  and  of  timing." 

With  some  of  Iris  friends — "I've 
always  known  a  lot  of  rich  peo- 
ple"— Stayman  then  started  the 
hedge  fund.  He  doesn't  want  any 
more  partners,  he  said,  and 
wouldn't  take  them  if  they  asked. 

We  asked  Stayman  to  describe 
his  philosophy  of  investment. 

"The  first  rule  is  the  protection 
of  capital.  This  is  probably  why 
our  record  here  at  Strand  sticks 
out  like  a  sore  thumb.  If  anything 
distinguishes  me  from  these  other 
smart — very  smart — portfolio  man- 
agers, it  is  that  I  know  what  fear 
is.  Having  been  in  the  textile  busi- 
ness, I  know  what  a  balance  sheet 
means,  what  it  is  to  meet  a  payroll 
and  keep  inventory."  A  prime  Stay- 
man  rule:  Buy  new  companies  but 
buy  them  in  groups  and  never  put 
more  than  a  small  amount  of 
capital  in  any  one  of  them.  Stay- 
man  also  insists  that  his  partners 
do  not  commit  more  than  a  part  of 
their  capital  to  his  hedge  fund. 

We  started  to  ask  Stayman  what 
some  of  his  big  successes  and 
failures  had  been,  but  at  this 
point  our  brief  conversation  came 
to  an  abrupt,  and  we  mean  abrupt, 
halt.  It  was  4:15  p.m.  and  he  had 
a  bridge  appointment.  ■ 
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If  you  have  even  one  investment  decision  to  make  in  1970— 
FINANCIAL  WORLD  could  help  make  it  a  better,  more  profitable  one. 

Learn  how  with  this  special  $6  introductory  offer. 

Wouldn't  it  be  worth  16  to  you  to  move  toward  greater 
investment  success  in  '70?  You  can — when  you  join  the 
tens  of  thousands  of  investors,  individuals  and  institutions, 
who  count  on  Financial  World  to  help  them  protect  and 
add  to  their  investment  capital  .  .  .  who  take  full  advan- 
tage of  all  of  Financial  World's  unique  investment  aids. 

And  never  have  investors  needed  help  more.  You  now 
face  a  new  year — a  new  decade —  without  any  assurance 
of  a  record  economy  and  a  soaring  stock  market,  such  as 
past  years  have  seen.  In  1970,  you  can  expect  a  market 
unusually  sensitive  to  constantly  shifting  conditions  and  to 
an  unprecedented  host  of  unknowns.  A  market,  in  other 
words,  in  which  you'll  need  all  the  help  you  can  get.  And 
for  just  16  .  .  . 

You  will  receive  all  this: 

1.  TWELVE  WEEKLY  ISSUES-PACKED  WITH  MARKET  NEWS:  Each  week 

for  the  next  12  weeks  you'll  receive  your  own  copy  of  Financial 
World.  Each  issue  filled  with  articles  to  read  and  use  .  .  .  current 
investment  news,  investment  ideas,  investment  opportunities  ...  a 
wealth  of  dollars-and-sense  information. 

2.  THREE    MONTHLY    SUPPLEMENTS-INDEPENDENT   APPRAISALS: 

Each  month  for  the  next  3  months  you'll  get  a  detailed,  updated 
digest  of  current  stock  information— prices,  earnings,  dividends,  etc.— 
along  with  our  independent  ratings  of  as  many  as  1,900  listed  stocks. 

3.  PERSONAL  ADVICE  BY  MAIL:  Any  time  during  your  subscription, 
you  may  ask  us  for  buy/hold/sell  advice  on  any  listed  security  you're 
interested  in.  Write  as  often  as  once  a  week,  if  you  like. 

4.  VALUABLE  BONUS  BOOK:  As  a  special  gift,  you'll  receive  a  copy  of 
our  72-page  handbook— Your  Step-by-Step  Guide  to  Investment  Success. 
This  volume,  available  in  no  other  way,  helps  clear  away  investment 
myths  and  mysteries— explains  portfolio  planning,  dollar  averaging, 
how  to  read  a  balance  sheet,  depreciation,  investment  timing— gives 
you    investment    knowledge    you    need,    in    easy-to-understand    form. 

5.  SPECIAL  STUDIES:  As  soon  as  your  subscription  starts  you'll  re- 
ceive two  Special  Studies  on  current  investment  opportunities:  "Blue 
Chip  (fV  $30  or  Less"  and  "Stock  Split  Candidates."  These  reports  are 
typical  of  the  informed,  timely  investment  ideas  you'll  find  in  every 
issue  of  Financial   World. 

6.  MONEY-BACK  GUARANTEE:  Any  time  during  the  first  30  days  of 
your  subscriotion,  if  any  part  of  the  Financial  World  service  fails 
to  satisfy  you,  we'll  return  your  subscription  cost  in  full.  We're 
confident  you'll  consider  your  subscription  to  Financial  World  a 
sound    investment.    Find    out    for   yourself— return    the   coupon    today. 

ADDITIONAL  SAVINGS:  If  you  enter  your  subscription  for  6  months, 
for  just  $16— or  for  a  full  year,  for  only  $28  we'll  send  you 
all  of  the  above  services  PLUS  the  current  edition  of  our  352-page 
annual  Stock  Factograph  Manual  (regular  price:  $6.00)  with  65,000 
useful  facts  on  more  than  2,250  different  stocks.  To  take  advantage 
of  this  extra  offer,  just  check  the  appropriate  box  below.  The  money- 
back  guarantee  applies  in  all  cases,  of  course. 


A  unique  combination  of 

investment  news  and  financial 

counsel— with    a    history    of    almost 

70  years  of  successful  service  to  investors. 


FORECAST  FOR  1970 

Don't  miss  the  Special  January  14,  1970  "Annual 
Review  and  Forecast"  issue  of  Financial  World, 
featuring:  Investing  in  the  '70's  .  .  .  Growth 
Stocks  in  the  New  Decade  .  .  .  Technical  Trends 
.  .  .  Mutual  Funds  .  .  .  and  dozens  of  other  timely 
investment  features. 

This  Special  Issue  will  be  part  of 
your  subscription  if  you  act  now. 


LJ  I    '  ible    oil    money-back    guarantee.    Semi    me    12   weeks 

"_'     !■'•'""■  ill     special     reports,     3     monthly     supplements     of 

"Indepeni  with   Adviceby-Mail   privileges  and   the   valuable 
BONUS    Book. 

O  '     enelosi  i«ble     on     money-back     guarantee.     Send     me     6 

months    (26  ,;    World,     ,nd    nil    ol    the   above    benefits    nml 

privileges    p/u»  .graph     M 

□  I    enclose   S2H  money-back   guarantee.    Send    ma    a    full 

year    (52   issues)    ol  ,'d,  and   all   of  the   benefits  and    privileges 

no  hiding    the    Stock  l-a.                         nual. 


FINANCIAL  WORLD 

Dept.  FB-1215 

17  Battery  Place,  New  York,  N.Y.  10004 


Nan 


Address. 
City 


State Zip. 

This  subscription  is  not  assignable. 
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The  Forbes  Index 


preliminary 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  private  nontarm  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


SEPT 134.0 

OCT 135.6 

NOV 136.2 

DEC 137.0 

JAN 136.9 

FEB 137.6 

MAR 137.3 

APR 138.3 

MAY     138.7 

JUNE   139.4 

JULY    138.2 

AUG 137.6 

SEPT 137.4 

OCT.  (prel.)  137.0 


service  price  Index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  oft?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  0.  Hooper 


Are  They  Trying  Too  Hard? 


Tin  Capital  Cams  Research  Bureau 
<>t  Larchmont,  N.Y.  publishes  tabula- 
tions from  tunc  to  time  showing  the 
stocks  which  certain  mutual  funds 
bought  and  sold  in  the  previous  quar- 
ter. I  always  look  them  over,  and 
occasionally  strike  on  a  new  idea 
which  seems  worth  exploiting.  The 
data,  of  course,  shows  what  the  hinds 

already  have  done — not  necessarily 
what  thej  arc  doing  right  now.  There 
apparently  was  no  real  pattern  ol 
selectivit)  in  the  1969  third  quarter; 
but  the  disturbance  of  portfolios  was 
amazingl)  lame,  suggesting  an  almost 
heroic  attempt  "to  do  something"  to 
obtain  better  performance. 

One  very  large  fund,  by  actual 
count,  sold  113  different  stocks  and 
bbught  61.  It  eliminated  87  issues  and 
added  16  new  ones.  Another  fund  (  not 
quite  as  large'  traded  in  142  differ- 
ent stocks,  eliminating  67  previously 
held  items  and  adding  42  entirely 
new  items.  A  moderately  small  fund 
(less  than  $130  million)  sold  out  all 
of  47  items  and  bought  about  35  new 
ones.  A  big  go-go  fund  sold  12  and 
bought  eight,  not  to  mention  a  much 
larger  number  of  increases  and  de- 
Mr.  Hooper  is  associated  with  the  New  York 
Stock   Exchange  firm  of  W.   E.   Hutton  &  Co. 


creases  among  the  stocks  ahead) 
held.  One  of  the  larger,  and  more 
conservative  growth  funds,  one  which 
has  done  better  than  the  pack  this 
year,  sold  out  only  four  issues  and 
added  onlv  nine.  These  are  only  a 
tew  examples  of  what  went  on  in  the 
three  mouths  ended  with  September. 
This  switching  around,  it  should  be 
mentioned,  was  for  the  most  part  in 
sizable  items.  The  average  block 
bought  or  sold  was  at  least  25,000 
shares,  there  were  few  as  small  as 
5,000  shares,  and  there  were  numer- 
ous items  as  large  as  100,000  or 
150,000  shares.  Some  of  the  deals  no 
doubt  were  accomplished  through 
negotiation  and  were  merely  regis- 
tered on  an  exchange,  but  probably  at 
least  half  of  them  (I  suspect  much 
more  than  half)  were  handled  by 
brokers  on  the  floor  without  any 
direct  fund-to-fund  contact. 

The  point  I  am  trying  to  make  is 
that  mutual  fund  activity  alone  from 
time  to  time  in  the  third  quarter  must 
have  been  a  major  influence  in  the 
behavior  of  specific  stocks.  It  is  very 
hard  to  guess  what  these  people  are 
.doing,  at  least  when  they  are  doing  it. 
There  have  been  times  this  year,  how- 
ever, when  one  did  not  have  to  be 


too  intelligent  to  see  that  the  funds 
were  selling  such  stocks  as  Chrysler, 
Spent/  Rand,  Control  Data,  Texas 
Instruments,  McDonnell  Douglas  and 
(in  recent  weeks)  the  investment  oils. 
There  also  have  been  times  when  it 
was  evident  to  all  but  the  uninitiated 
that  there  was  fund  buying  in  a 
glamour  stock  like  Memorex. 

But  the  influence  the  mutual  funds 
(and  the  other  institutions  that  are 
even  bigger)  are  exerting  on  the 
nature  and  direction  of  the  market  in 
individual  stocks  is  only  part  of  the 
story.  The  big  question  is  whether  the 
performance  people  are  likely  to  get 
the  over-all  results  they  seek.  Whether 
they  like  it  or  not,  they  are  specu- 
lating rather  than  investing.  For  the 
most  part,  they  are  trading  rather 
than  making  long-term  commitments. 
Again,  they  make  up  such  a  big  part 
of  the  market,  unquestionably  more 
than  half  of  all  trading  in  the  perhaps 
somewhat  abnormal  third  quarter, 
that  their  operations  tend  to  be  in- 
creasingly difficult.  Their  buying 
tends  to  put  prices  up  and  their  sell- 
ing tends  to  put  prices  down;  there 
is  a  perfectly  natural  tendency  to  fol- 
low strength  and  to  follow  weakness; 
and  that  makes  the  stocks  they  buy 
cost  more  and  the  stocks  they  sell 
bring  less. 

I  admire  the  nerve,  the  financial 
erudition  and  the  intense  efforts  of 
the  young  men  (most  of  them  are 
under  40)  who  are  making  the  deci- 
sions for  these  great  aggregations  of 
capital;  and  I  am  aware  that  they 
have  a  mandate  to  try  to  get  above- 
average  performance  with  the  money 
entrusted  to  their  care.  I  think,  how- 
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evei,  that  they  have  not  yet  learned 
one  of  the  solid  rules  of  success  in 
common  stock  investing:  The  long- 
pull  investor,  if  he  is  only  reasonably 
intelligent,  usually  does  better  than 
the  "smart"  short-term  trader — espe- 
cially if  the  results  are  measured  over 
a  five-year  or  ten-year  period. 

There  always  is  a  temptation  to  be 
in  too  much  of  a  hurry  and  to  try 
too  hard.  When  it  is  imperative  that 
you  make  money  in  a  hurry,  you 
don't.  When  you  are  complacent  and 
patient,  when  it  does  not  make  too 
much  difference  whether  you  make 
money  or  not,  you  usually  do.  The 
well-known  them-that-gets  rule  for 
individuals  may  have  a  subtle  appli- 
cation with  fund  managers. 

A  Conservative's  Market 

Have  I  said  enough  to  let  my  read- 
ers know  that  I  shudder  a  little  at  the 
rate  of  investment  turnover  reported 
by  the  funds  in  the  third  quarter? 
There  are  years  when  "performance" 
simply  is  not  "in  the  wood,"  and  for 
most  funds  1969  has  been  one  of  those 
years.  There  is  not  much  that  a  fund 
management  can  do  about  it. 

Please  don't  think  I'm  knocking  the 
mutual  funds  idea.  I'm  all  for  it — 
especially  for  people  who  have 
$50,000  or  less  to  invest.  All  I'm 
doing  is  asking  if  the  young  men  who 
make  the  decisions  for  the  funds  are 
not  trying  too  hard.  In  this  kind  of  a 
market,  usually  the  conservatives  will 
perform  better  than  the  radicals.  In  a 
1966-67-type  market  the  radical 
will  do  better. 

Recently,  stock  brokers,  analysts 
and  market-letter  writers  have  been 
complaining  about  a  chronic  shortage 
of  bullish  ideas.  The  merger  spree  has 
been  followed  by  a  morning-after. 
The  vogue  in  oil-discovery  stocks  lias 
collapsed.  Mobile  homes  just  got  too 
high.  The  collapse  of  Control  Data 
and  a  few  other  glamour  stocks  has 
had  the  effect  of  shooting  a  gun  into 
a  flock  of  birds.  Earnings  estimates 
are  generally  being  revised  down- 
ward. Most  of  the  tips  have  not  been 
working.  The  bond  market  is  almost 
a  disaster  area.  Hope  of  easier  money 
has  been  discouraged.  The  Vietnam 
war  still  goes  on.  A  sharp  rally  in 
slocks  has  proved  to  be  abortive.  In- 
stead of  going  to  900,  the  Dow  has 
been  threatening  to  test  the  old  800 
low.  This  environment  does  not 
spawn  confident  buying  ideas. 

Well,  you  always  get  the  most  bul- 
lish suggestions  (or  tips)  at  the  top 
and  the  fewest  at  the  bottom.  This  is 
a  good  time  to  remember  that.  We 
may  be  approaching  a  climax  in  pes- 
simism and  a  nadir  of  hope.  Right 
now  it  is  hope  deferred  that  lias  made 


Southern  California 
Edison  Company 


DIVIDENDS 


The  Board  of  Directors 
has  authorized  the  pay- 
ment of  the  following 
quarterly  dividends: 

ORIGINAL  PREFERRED  STOCK 
Dividend  No.  242 
35  cents  per  share; 

CUMULATIVE  PREFERRED  STOCK, 
4.32%  SERIES 
Dividend  No.  91 
27  cents  per  share. 

The  above  dividends  are 
payable  December  31, 1969 
to  shareholders  of  record 
December  5.  Checks  will  be 
mailed  from  the  Company's 
office  in  Los  Angeles. 

PRENTISC.  HALE,  Treasurer 

November  20,  1969 


MONEY 

GROWS 

FASTER 

IN  MEXICO 

Contact  us,  without  obliga- 
tion, for  complete  informa- 
tion on  Mexican  investment 
opportunities.  Supervised 
accounts  offer  unusual  pos- 
sibilities for  capital  growth 
or  secure  monthly  income 
at   10.5%    net   and   higher. 

mexletter 

INVESTMENT  C0UNSEL-HAMBURG0  165 
MEXICO  6,  D.F.    TEL.  5-11-43-06 


62 


FORBES,  DECEMBER  15,  1969 


the  heart  sick,   rather  than   anything 
new.  The  present  bearish  psychology 
probably    is    getting    shopworn    and 
'thus  less  effective  all  the  time. 

This  is  a  time,  I  think,  to  exercise 
simple  faith  and  to  be  willing  to  buy 
a  few  things  just  because  they  are 
cheap — not  because  you  expect  them 
to  go  through  the  roof  next  week. 
Some  of  the  stocks  1  think  are  cheap 
are  Anaconda,  Union  Pacific  Corp., 
Canadan  Pacific,  Standard  Oil  (N.J.) 
i  in  spite  of  the  sophisticated  selling 
in  the  oils),  Babcock  h  Wilcox  (in 
spite  of  this  years  poor  earnings), 
Occidental  Petroleum  ( earning  $3.50 
a  share,  selling  around  25),  Global 
Marine  ( probably  further  advanced 
in  the  field  of  oceanography  than  any 
other  large  company),  Coastal  States 
Gas  I  which  is  anticipating  a  15SS 
growth  rate  in  the  years  immediately 
ahead)  and  McCulloch  Oil  (as  a  land- 
development  company  rather  than  as 
an  oil).  I  think  Control  Data  in  the 
105-110  area  looks  interesting  notwith- 
standing the  unique  nature  of  the 
market  in  this  issue  so  widely  held  by 
institutions.  I  previously  have  men- 
tioned United  Aircraft. 

Check  the  New  Lows 

The  performance  cult  and  the 
chartists  always  are  inclined  to  pay 
more  attention  to  the  stocks  making 
new  highs  than  to  those  making  new 
lows  For  those  who  are  not  so  much 
in  a  hurry,  and  willing  to  bin  values 
rather  than  prices,  and  willing  to  be 
reasonably  patient,  this  may  be  a 
good  time  to  look  over  the  list  of  new 
lows  every  day.  Some  of  the  new  lows 
represent  very  high-grade  equities, 
e.g.,  the  investment  oils.  Others  repre- 
sent issues  that  have  been  under 
pressure  from  tax  selling.  Incidentally, 
1  have  not  seen  so  much  tax  selling  in 
any    year  since  the    1930s. 

\  word  about  year-end  and  year- 
beginning  markets.  Usually  trends  in 
late  December  and  early  January  do 
not  really  mean  too  much.  There's 
a  lot  ot  tax-adjustment  buying  and 
selling,  and  late  in  the  year  and  early 
in  the  year  there  is  a  traditional  rein- 
vestment demand.  There  is,  however, 
a  tradition  that  a  net  decline  in  Jan- 
uary is  bearish  for  the  ensuing  months, 
and  that  a  vigorous  net  rise  in  Jan- 
uary is  bullish  for  the  ensuing  months. 
I'm  superstitious  about  that. 

A  nearby  influence  could  be  the 
nature  of  the  new  tax  bill.  Its  impact 
on  various  companies  will  differ,  and 
contribute  to  near-term  selectivity.  On 
an  over-all  basis,  I  suspect  the  final 
act  may  give  the  President  less  rev- 
enue than  he  wants  and  Representa- 
tive Mills  less  reform  than  he  wishes. 
All  comprehensive  tax  laws  are  com- 
promises. ■ 
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PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

QUARTERLY    DIVIDENDS 
The  Board  of  Directors  has  declared 
the  following  dividends  for  the  quar- 
ter ending  December  31,  1969: 


All  dividends  are  payable  on  or  be- 
fore December  22,  1969  to  stock- 
holders of  record  November  28, 
1969. 

MALCOLM  CARRINGTON,  JR. 
Secretary 


PUBLIC  SERVICE  ELECTRIC  AND  GAS  COMPANY 

SERVING  NEW  JERSEY/LAND  OF  AMAZING  ADVANTAGES 


Dividend 

Class  of  Stock 

Per  Share 

Common 

$   .41 

$1.40  Dividend 

Preference  Common 

$   .35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Good-Bye  To  '69 


Few  tears  will  be  shed  when  this 
year  comes  to  an  end.  It  winds  up 
with  disappointments  and  frustra- 
tions, although  it  had  started  with 
high  expectations.  A  new  Administra- 
tion was  about  to  take  office  and  the 
incoming  President  had  promised  the 
electorate  a  speedy  conclusion  of  the 
war  in  Vietnam.  But,  like  his  prede- 
cessor, he  ran  into  a  stone  wall.  John- 
son's war  became  Nixon's  war,  and 
we  are  no  closer  to  its  termination,  at 
least  on  our  terms,  than  we  were  a 
year  ago. 

Inflation,  that  vicious  clandestine 
thief  of  people's  savings,  had  been 
gathering  momentum  for  several  years 
and  was  reaching  acutely  dangerous 
proportions  when  Johnson  bowed  out. 
A  Republican  "businessmen's"  admin- 
istration would  put  an  end  to  it,  we 
hoped.  Instead  it  got  worse,  causing 
interest  rates  to  rise  to  an  unprece- 
dented 9%  for  prime-quality  bonds. 

Bank  credit  has  become  not  only 
prohibitively  expensive  but  increas- 
ingly difficult  to  obtain.  This  is  a  situ- 
ation which  favors  the  corporate 
giants  and  penalizes  the  smaller  busi- 
nesses which  need  it  most.  Mortgage 
money,  if  available  at  all,  is  so  dear 
that  it  will  exclude  more  and  more 
people  from  achieving  their  dream  of 
owning  their  own  homes.  (Hence  the 
stupendous  increase  in  mobile  homes.) 

One  can  hardly  blame  labor  for  be- 
coming restless  and  increasingly  de- 
manding. After  allowing  for  inflation 
and  higher  taxes,  including  social 
security  deductions,  the  working  man 
is  beginning  to  hurt  badly.  There  has 
been  virtually  no  increase  in  take- 
home  pay,  despite  the  continuing  rise 
in  labor  productivity.  Profits  of  labor- 
intensive  enterprises  are  squeezed  un- 
mercifully, a  prime  example  being 
New  York  City's  Metropolitan  Opera 
which  is  close  to  death  unless  rescued 
by  massive  public  or  private  subsidies. 
In  the  present  General  Electric 
strike,  both  sides  have  an  axe  to 
grind. 

No  one.  of  course,  expected  the 
Nixon  Administration  to  be  better  able 
to  bridge  the  generation  gap  and 
to  ameliorate  the  hostility  of  youth 
towards  the  Establishment  the  way 
Jack  Kennedy  could  have  done  had 

Mr.  Biel  is  a  partner  in  ihe  Tew  York  Slock 
Exchange  firm  of  Emanuel,  Deetjen  &  Co. 
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he  lived.  Race  relations  are  deteriorat- 
ing alarmingly  with  no  visible  effort 
being  made  to  lessen  the  tension. 

Qne  shallow  victory  has  been  won, 
however:  The  free  market  of  gold  has 
declined  to  the  smallest  premium 
above  the  official  $35-an-ounce  level 
since  the  two-tier  system  was  estab- 
lished some  20  months  ago.  In 
other  words,  the  dollar  is  now  worth 
more  in  terms  of  gold  than  it  was  a 
year  ago.  France,  whose  stubbornly 
archaic  gold-hoarding  policy  and  un- 
willingness to  cooperate  with  the 
other  Central  Banks  had  been  at  least 
partly  responsible  for  recurring  mon- 
etary crises,  was  herself  forced  to 
devaluate  her  currency.  The  U.S.  still 
has  a  most  serious  balance-of-pay- 
ments  problem,  largely  because  our 
inflation  is  worse  than  elsewhere  in 
Europe,  but  as  the  dollar  rather  than 
gold  is  now  the  world  standard  of 
value,  the  dollar  cannot  be  "deval- 
ued"; only  other  currencies  can  be  re- 
valued vis-a-vis  the  dollar,  as  the  Ger- 
mans did  a  couple  of  months  ago. 

It  is,  perhaps,  not  fair  to  blame 
the  Nixon  Administration  for  all  the 
frustrations  of  1969.  After  all,  this 
mess  was  inherited.  What  is  discour- 
aging is  the  apparent  lack  of  vision 
and  leadership.  One  gets  the  impres- 
sion that  this  is  but  a  caretaker  gov- 
ernment. The  members  of  the  Cabinet 
so  greatly  lack  lustre  and  personality 
that  most  of  us  have  difficulty  even 
recalling  their  names. 

What  About  Stocks? 

Investors,  too,  will  not  shed  a  tear 
when  this  year  ends.  Hardly  anyone 
escaped  unscathed.  The  widely  held 
belief,  strongly  promoted  by  brokers 
and  mutual  fund  salesmen,  that  com- 
mon stocks  are  a  good  inflation  hedge, 
proved  to  be  false.  Except  for  a  hand- 
ful of  peculiarly  situated  companies, 
1969  turned  into  a  losing  proposition. 
Investors  in  bonds,  obviously,  were 
crucified.  All  they  can  expect  is  to 
get  their  (paper)  dollars  back  at 
maturity — 20  or  30  years  hence. 

The  professionals  had  as  rough  a 
time  as  the  individual  investor.  I  have 
in  front  of  me  the  annual  report  of  a 
medium-sized  hedge  fund,  managed 
by  prestigious  pros  with  a  previously 
good  track  record.  Although  this 
mutual  fund  is  permitted  all  sorts  of 
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Growth  Stocks 
are  for  Trading! 


Ultimately,  stock  market  profits  depend  on 
timing.  Few  professionals  would  deny  the 
long-term  growth  potential  of  such 
equities  as  — 

BURROUGHS      IBM       POLAROID 
HONEYWELL    XEROX      SYNTEX 
NATIONAL  CASH  REGISTER 

But  what  to  do  in  the  interim  or  over  the 
short  term?  Where  to  buy  or  sell?  And 
what  is  the  near  term  target? 

Independent  investors  and  professional 
traders  receive  this  information  each  and 
every  week,  in  the  trading  section  of 
MARKETLINES.  for  some  30  glamour  and 
growth  stocks  including  the  above. 

Also  reviewed  are  many  of  the  most  active 
stocks  of  the  week. 


4  SUBSCRIPTION  BONUSES: 


1    Review    and  forecast  for  12    GLAMOURS. 

2.  8    interesting    speculations    with    POINT    & 
FIGURE  CHARTS. 

3.  The    Outlook  for  the  30    DJ    INDUSTRIALS. 
4    Report    on  an    ATTRACTIVE    GROWTH 

STOCK. 
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219  W    Sunrise  Hwy  ,  Freeport 

N.Y.  11520 

]  5  wk.  $10     Q  3  mo    $49.50    Q  6  mos    $90 
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WARRANTS 

move  faster  and  further  than  any  other  type  of 
security— both  up  and  down.  Thus,   in  previous 
years,    General   Tire   &    Rubber   Warrants   moved 
from  4Vi  to  206  and  United  Air  Lines  Warrants 
from   41,    to    126  amid  a   host  of  similar  ei-      | 
amples,    while   a    Martin-Marietta    Warrant  skid- 
ded from   46  Vi    to    14  Vi    with   plenty  of   down-      = 
side  company.  Since  the  outstanding  leverage  of 
Warrants  is  indisputable,  and  since  the  number 
of  actively-trading  Warrants  is  growing  rapidly — 
170  currently  that  you  should  know  about — with 
more    top-flight    companies    issuing    Warrants;      - 
AMK,  Gulf  &  Western,   Ling-Temco,   Loew's  etc.      g 
— you   should    know    what   Warrants    are,    which      g 
Warrants  trade  in  today's  market,  and  the  basic 
rules  for   recognizing   opportunities  in  Warrants      = 
(and  dangers)   when   they  occur. 
The  R.H.M.  Warrant  &  Stock  Survey   +   Stocks      | 
Under  10.    is  one  of  the   largest  and   most  re-      | 
spected    investment    services    covering   the    War-      § 
rant  field,  with  more  than  two  decades  of  ser-      g 
vice  to  investors  under  the  editorship  of  Sidney      g 
Fri|d.  a  name  associated  with  the  Warrants  field      g 
in  every  financial  center  of  the  western   world,      g 
Let  us  tell  you  how  our  service  approaches  devel-      = 
oping  opportunities  in  Warrants,   in  the  general      g 
stock  market,  and  in  "Stocks  Under  10".  There 
is  no  obligation,    and  there  is  no  cost  for  this      g 
valuable  information,  yet  it  could  mean  a  great     g 
deal   to   you   in   the   active   markets   ahead.    For     g 
your  free  copy,    send   today  to   Warrants.    Dept. 
F-414,    R.H.M.    Associates,    220    Fifth    Avenue,      g 
New    York.    N.Y  .    10001.  1 

"i  iiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiiililiiiini 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  Partner 

John  W.  Schulz 

minimum  $50,000  buying  power 

Wolfe  &  Co. 

Members  New  York  Stock  Exchange 
120  Broadway,  N.  Y.  10005 


ffecfJXT 


liberties — to  sell  short,  to  buy  and  sell 
puts  and  calls,  and  to  borrow  money 
(like  a  margin  account) — these  people 
could  not  even  match  the  stock  mar- 
ket average.  And  they  certainly  did 
try  hard,  buying  and  selling,  and  turn- 
ing over  the  entire  portfolio  several 
times  during  the  year.  If  ihvij  could 
not  make  money  with  all  their  sophis- 
tication, research,  contacts,  etc.,  what 
chance  did  the  nonprofessionals  have? 
One  of  the  basic  problems  is  that 
there  is  not  much  of  an  incentive  for 
buying  stocks  when  you  can  make 
close  to  9%  on  your  money  on  short- 
term  ultra-safe  investments  like  U.S. 
Agency  bonds;  or  over  6%  on  short- 
term  tax-exempt  municipals.  Of 
course,  one  can't  get  rich  investing 
that  way,  but  one  can  preserve  capi- 
tal, even  allowing  for  inflation.  There 
never  has  been  such  a  huge  spread 
between  bond  and  stock  yields. 

A  Kinder  Year  Ahead 

Take  a  look  at  the  most  widely  held 
stock:  American  Telephone.  Five 
years  ago,  at  the  end  of  1964,  it  sold 
at  68.  In  the  meantime,  the  dividend 
has  been  raised  from  $2.00  to  .$2.60, 
but  the  price  has  declined  16  points, 
or  about  5()'/r  more  than  the  entire  in- 
come for  the  five-year  period,  not 
even  counting  the  income  taxes  paid 
on  the  dividends.  Where  is  the  in- 
flation protection? 

Do  you  think  you  would  have  done 
better  in  an  industrial  stock,  like 
General  Motors?  Well,  that  blue  chip 
was  selling  at  98  at  the  end  of  1964, 
and  all  its  generous  dividends  did 
not  make  up  for  the  25-point  loss  in 
price.  The  same  goes  for  Standard 
Oil  (N.J.),  then  selling  at  90,  or  Union 
Carbide  (66M)  or  General  Electric 
(93).  Frustrating,  isn't  it? 

Of  course,  one  can  cite  scores  of 
stocks  which  have  multiplied  in  price 
over  the  past  several  years,  but  that 
is  not  the  point.  Millions  of  investors 
do  hold  the  shares  of  these  giant  com- 
panies and  they  have  not  fared  well 
at  all  during  the  period  of  steadily 
worsening  inflation. 

This  being  the  peak  of  the  tax-sell- 
ing season,  and  with  the  paucity  of 
"good  news"  continuing,  it  is  difficult 
enough  to  keep  a  stiff  upper  lip,  not 
to  mention  being  optimistic  on  the 
near-term  market  outlook.  Neverthe- 
less, I  still  believe  the  great  majority 
of  stocks  have  seen  their  lows.  Despite 
misgivings,  disillusionments,  disap- 
pointments and  all  the  other  reserva- 
tions one  can  think  of,  I  expect  1970 
to  be  kinder  to  the  stock  market  than 
the  -year  that  is  now  ending.  Maybe 
such  optimism  is  unwarranted.  But 
where  would  we  be  without  a  positive 
view  of  the  future?  ■ 
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INVESTMENT  ADVISORY  SERVICE 
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All  investment  advisory  services  are  not 
alike.  Bulletin-type  services  are  designed 
for  mass  consumption  and  cannot  be 
written  specifically  for  you.  On  the  other 
hand  specialized  and  technical  services 
are  not  broad  enough  to  build  a  well- 
balanced  portfolio  which  we  believe  is 
necessary  if  safety  as  well  as  growth  is 
to  be  considered. 

BABSON'S  INVESTMENT  ADVISORY 
SERVICE  IS  DIFFERENT 

•  Babson's  analyzes  your  portfolio  and 
gives  you  an  investment  plan  tailored 
especially  for  you.  •  Your  registered 
stocks  will  be  under  the  constant  surveil- 
lance of  Babson's  Research  Department 
and  you  will  be  immediately  notified  when 
our   opinion    changes    on   any   of   them. 

•  You  will  be  assigned  a  professional  in- 
vestment advisor  with  whom  you  may  con- 
sult at  any  time  by  mail,  wire,  phone,  or 
in  person.  •  As  a  Babson  client  you  will 
also  receive  the  famous  Investment  and 
Barometer  Letter  to  help  keep  you  alert 
to  economic  developments  and  stock- 
market  trends.  This  informative  letter 
throughout  the  year  will  bring  you  re- 
search reports  on  hundreds  of  stocks 
and  bonds  in  vital  industries.  •  The 
Babson  Investment  Advisory  Service  is 
directed  toward  growth  of  your  investment 
portfolio  both  in  terms  of  income  and 
appreciation. 

A  flat  fee  of  $180.00  a  year  covers  the 
complete  service,  regardless  of  the  dollar 
value  of  your  portfolio. 

BABSON'S  IS  DIFFERENT  IN  MANY  WAYS 

—  perhaps  the  greatest  of  these  is  Bab- 
son's 65  years'  experience  in  the  invest- 
ment advisory  field. 

We  would  be  delighted  to  send  you  a 
FREE  BROCHURE  describing  in  detail 
how  Babson's  Investment  Advisory  Ser- 
vice may  be  of  great  benefit  to  you. 
Simply  mail  the  coupon  below. 


Babson's  Reports  Inc. 

Wellesley  Hills,  Mass.  02181,  Dept.  F-293 

Send  free  brochure  on  Babson's 
$180  Investment  Advisory  Service. 

Name 


Street  &  No.. 
City 


.State. 


-Zip. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schulz 


Technical  Analysis  Reappraised  (cont'd) 


Great  changes  hi  the  stock  market 
over  the  past  ten  years  or  so  have,  in 
my  opinion,  called  for  a  shifting  of 
emphasis  in  the  technical  approach  to 
investment  and  speculation.  These 
changes  arose  largely  from  an  enor- 
mous expansion  oi  research  into  cur- 
rent and  prospective  investment 
values,  facilitated  by  a  trend  toward 
fuller  and  speedier  disclosure  of  finan- 
cial information  by  publicly  owned 
corporations.  Today,  more  can  be 
known  more  quickly  by  more  people 
about  .1  common  stock  than  at  any 
time  in  the  past,  and  this  information 
explosion  is  almost  certain  to  continue 
and  intensify. 

One  consequence  has  been  to  whit- 
tle down  a  major  advantage  that  could 
be  claimed  for  the  technical  analysis 
of  individual  stock  trends.  This  ad- 
vantage derives  from  the  concept  that 
a  stock's  price  movement  tends  to  re- 
flect developments  before  they  become 
public  knowledge  and  so  can  be 
viewed  as  a  prime  clue,  worth  acting 
on,  to  that  stock's  fundamental  desir- 
ability. As  far  as  it  goes,  this  concept 
will  probably  always  remain  valid  be- 
cause some  delays  in  the  wide  dis- 
semination of  corporate  news  seem 
unavoidable.  Hut  the  time  lag  between 
an  event  and  general  awareness  of  it 
has  been  getting  shorter  and  is  pretty 
sure  to  keep  shrinking. 

Anticipate,  Don't  Follow 

As  a  result,  that  part  of  a  stock's 
price  trend  which  the  technician  could 
sensibly  suspect  of  mirroring  signifi- 
cant but  unspeeifiable  information  has 
become  briefer  and  thus  more  difficult 
and  less  fruitful  to  exploit.  Computeri- 
zation ot  technical  criteria  lor  recog- 
nizing and  following  an  emerging 
trend  can  alleviate  this  problem  some- 
what; but  by  making  the  market  more 
"efficient"  on  the  technical  sector  as 
well,  it  effectively  threatens  to  turn 
the  technician's  effort  to  keep  one 
jump  ahead  of  the  "fundamental" 
(value)  analyst  into  an  ever  more 
frustrating  rat  race. 

All  this  has,  in  my  view,  diminished 
the  practical  rationale  ot,  and  need  for, 
technical  anal  sis  as  a  trend-following 
approach.  I  don'l  mean  to  belittle  its 
usefulness,    which     I     think    remains 
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great,  as  an  adjunct  to  value  analysis. 
Hut  it  strikes  me  as  obvious  that  tech- 
nical analysis  can  continue  to  occupy 
a  primary  place  under  modern  market 
conditions  only  if  it  focuses  more  on 
anticipating  trend  reversals  and  less 
on  following  trends  after  they  have 
become  recognizable.  I  have  some 
doubts  that  this  difficult  task,  as  it 
applies  to  individual  stocks,  can  be 
discharged  in  the  long  run,  against 
competition  from  an  army  of  funda- 
mental research  analysts,  with  consist- 
en  tly  enough  satisfactory  results  to 
justify  the  effort. 

Concentrate  on  the  Market 

However,  insofar  as  it  deals  with 
the  over-all  trend  of  the  stock  market, 
technical  analysis  should  have  a  con- 
tinuing claim  on  primacy.  This  is  the 
area  to  which  Charles  Dow  addressed 
himself  at  the  start  of  the  century  in 
formulating  the  concepts  on  which  his 
successors  built  the  so-called  Dow 
Theory.  There  is  reason  to  believe  that 
Dow  saw  the  stock  market  as  a  sen- 
sitive mirror  of  shifts  in  the  relation- 
ship between  money  supply  and  de- 
mand for  credit  and  thus  as  a  leading 
indicator  of  the  economic  cycle.  This 
notion  is  still  widely  accepted  by 
modern  economists,  who  have  a  vastly 
larger  and  superior  body  of  evidence 
to  work  with  than  Dow  could  have 
dreamed  of. 

The  same  evidence  is  available  to 
the  present-day  technical  analyst.  It 
enables  him  to  cut  loose  from  the  idea 
of  "insider"  action,  to  reach  beyond 
the  price  graph,  to  assess  the  forces  of 
actual  and  potential  demand  for  com- 
mon stocks  in  general  as  well  as  their 
relative  desirability  under  existing  and 
widely  expected  conditions.  Nowa- 
days, in  other  words,  the  technician 
can  weigh  the  components  of  the  over- 
all supply-demand  relationship  before 
they  make  their  impact  on  the  aver- 
age price  level  (the  same  factors  do 
not  normally  become  recognizable  for 
individual  stocks  until  after  the  price 
movement  has  responded  to  them). 
What's  more,  he  has  at  his  disposal 
numerous  and  sophisticated  statistical 
tools,  unknown  in  Dow's  day,  for 
evaluating  the  stock  market's  progress 
along  its  cyclical  path.  No  less  impor- 
tant, the  technical  analyst's  knowledge 
and  understanding  of  the  stock  market 


at  large,  and  of  the  facts  and  prospects 
that  investors-in-the-mass  respond  to 
and  try  to  anticipate,  can  today  match 
the  value  analyst's  expertise  in  spe- 
cific securities. 

With  these  advantages,  modern 
technical  analysis  should  concentrate 
increasingly  in  the  years  to  come  on 
the  anticipation  of  general  market 
trends  rather  than  on  the  recognition 
of  emerging  trends,  going  beyond  Dow 
Theory,  which  originally  had  to  be 
and  essentially  still  is  an  oversimpli- 
fied trend-following  technique.  If  this 
also  should  mean,  in  time,  leaving  the 
field  of  analyzing  individual  stocks 
primarily  to  the  value  analysts,  so  be 
it;  they  have,  after  all,  an  enormous 
advantage  in  manpower.  I  expect  to 
discuss  some  additional  implications 
of  these  views  in  a  forthcoming  article. 

ft  o  a 

The  stock  market's  recovery  from 
the  summer  lows  was  interrupted  at 
a  somewhat  lower  level  in  die  Dow- 
Jones  industrials  (near  870)  than  I 
thought  likely  when  the  preceding 
column  went  to  press.  As  I  write  now, 
investors  are  once  again  despondent, 
and  many  seem  to  fear  that  the  Dow 
will  soon  "signal"  a  resumption  of  the 
bear  market  by  breaking  800. 

In  my  opinion,  there  are  two  rea- 
sons why  this  fear  is  exaggerated.  One 
is  that  the  Dow  lately  has  not  been 
an  accurate  reflection  of  the  market  at 
large.  Although  at  press  time  the  Dow 
had  fallen  to  within  less  than  3%  of 
the  summer  lows,  the  more  represent- 
ative broad-based  price  indices  held 
at  levels  nearly  7%  above  them.  Thus, 
a  new  low  for  the  Dow  could  not 
realistically  be  equated  with  a  new 
low  for  the  over-all  price  movement, 
nor  need  it  be  a  reliable  signal  of  a 
continuing  bear  market. 

Depressed  Stocks 

The  other  reason  is  that  little,  if 
any,  of  the  great  technical  strength 
built  up  in  August  and  September, 
mainly  by  virtue  of  huge  surplus  buy- 
ing power  hoarded  on  the  institutional 
sector,  seems  to  have  been  dissipated 
during  the  October-November  market 
rally.  Since  then,  it  has  presumably 
been  reinforced  by  further  liquida- 
tion, as  is  usually  the  case  when 
prices  fall  and  especially  during  the 
tax-selling  season. 

On  the  whole,  therefore,  I  was  not 
overly  impressed  by  the  revival  of  pes- 
simism and  would  prefer  to  regard 
year-end  price  weakness  as  another 
buying  opportunity.  Readers  in  search 
of  depressed  investment-grade  stocks 
as  replacements  for  tax  sales  might 
investigate  the  longer-term  merits  of 
Continental  Oil  (27)  and  CPC  Inter 
national  (34).  ■ 
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Two  Investors 

Two  investors  had  a  vehement  disagreement  over  the 
relative  merits  of  a  particular  stock.  One  investor  said 
he  was  right  in  wanting  to  purchase  100  shares.  The 
other    investor,    who    already    owned    100    shares,    in- 
sisted that  he   would  sell.   Both   investors   were  so 
strong  in  their  beliefs,  they  decided  to  leave  the  judg- 
ment as  to  who  was  right  to  a  mutual  friend  of  theirs. 
This  friend  was  familiar  with  the  investment  needs  of 
each.  Being  a  wise  man,  he  conducted  an  intensive  study 
of  the  stock  by  utilizing  the  information  provided  in   his 
investment  advisory  service.  Much  to  the  surprise  of  the 
two  investors,   the  friend  decided  both   were   right! 


You  ask   "HOW  IS  THIS  POSSIBLE?" 

Very  simple.  The  wise  friend  was  a  longtime  subscriber  to 
THE  VALUE  LINE  INVESTMENT  SURVEY  and-by  using 
Value  Line's  objective  determinations  of  probability— he 
discovered  that  the  intentions  of  both  investors  were  con- 
sistent with  an  evaluation  of  the  facts  in  terms  of  their 
personal  investment  goals. 

As  a  subscriber  to  The  Value  Line  investment  Survey, 
you  can  have  these  evaluations  weekly  on  1400  stocks- 
including  nearly  every  common  stock  traded  on  the  New 
York  Stock  Exchange... plus  300  others. 

HOW  DOES  VALUE  LINE  DO  THIS? 

By  systematically  rating  every  week  what  the  probable 
price  changes  of  each  of  the  1400  stocks  will  be— relative 
to  all  the  others  — in  three  specific  time-periods  in  the 
future:  •  The  next  12  months  •  Three  to  five  years  •  Be- 
yond five  years 

Utilizing  objective  statistical  measurements  of  price/ 
earnings  relationships  and  growth  rates,  Value  Line  de- 
termines the  100  stocks  likely  to  outperform  the  others 
in  the  coming  year  and  rates  this  group  as  I  (Highest). 
The  next  group  of  300  stocks  is  rated  II  (Above  average). 
The  next  group  of  600  stocks  is  rated  III  (Average).  The 
next  300  issues  are  rated  IV  (Below  average)'  And  the 
final  group  of  100  stocks  is  rated  V  (Lowest). 
Value  Line  uses  a  unique  method  of  assigning  an  index 
number  to  each  of  the  following  four  weekly  ratings: 

(1)  Probable  Market  Performance  in  the  next  12  months 

(2)  Appreciation  Potential  3  to  5  years  from  now 

(3)  Quality  (Dependability  beyond  5  years) 

(4)  Estimated  Yield  in  the  next  12  months 

By  weighting  the  index  numbers  of  these  ratings  to  accord 
with  your  own  investment  goals  you  can  gauge  how  suit- 
able any  one  of  the  1400  stocks  is  for  you  personally 
and  now. 

Therefore,  if  one  investor's  major  goal  is  current  income 
and  another's  is  growth  beyond  five  years,  it  could  be 
right  for  one  stockholder  to  sell  XYZ  company  while, 
at  the  same  time,  logical  for  another  investor  to  buy  it. 
In  addition  to  the  ratings,  you  receive  full-page  reports  on 
each  stock  four  times  a  year,  or  more  often  if  evidence 
requires.  At  the  same  time  you  receive  a  remarkably  clear 
presentation  of  the  most  significant  statistical  trends  over 
the  company's  past  15  years.  All  this  is  provided  so  that 


if  you  disagree  with  Value  Line's  ratings,  you  know  what 
you  are  disagreeing  with  and  why. 

The  coupon  below  will  permit  you  to  put  The  Value  Line 
Investment  Survey  to  the  test,  under  our  money-back 
guarantee.  If,  for  any  reason,  Value  Line  should  fail  to 
come  up  to  your  expectations,  return  the  material  within 
30  days  and  your  money  will  be  refunded  in  full  and  at 
once.  You  may  receive  Value  Line  for  the  term  you  check 
—one  year  for  $167,  three  months  for  $44,  or  four  weeks 
for  $5.  The  complete  weekly  editions  of  The  Value  Line 
Investment  Survey  will  be  yours.  Each  weekly  edition  con- 
sists of  full-page  reports  on  about  100  or  more  different 
stocks  and  analyses  of  their  industry  groups... plus  the 
24-page  Weekly  Summary  of  Advices  &  Index  and  the  8- 
page  Selection  &  Opinion  editorial  section ...  plus  the 
monthly  Special  Report  on  insider  transactions  and  the 
quarterly  Special  Report  on  mutual  fund  transactions  is- 
sued during  the  term  of  your  subscription. 
BONUS  'With  the  annual  or  three-month  subscription, 
Value  Line  will  ship  to  you  immediately  the  2-volume 
Investors  Reference  Library,  which  will  give  you  the  latest 
full-page  reports  on  all  1400  stocks  published  prior  to 
your  subscription.  During  the  subscription  period  the 
reports  on  all  1400  stocks  will  be  revised  and  updated 
systematically  every  13  weeks. 

In  fairness  to  regular  subscribers,  who  pay  $167  a  year  lor  The  Value  Line 
Investment  Survey,  we  cannot  make  the  $5  introductory  subscription  avail- 
able to  those  who  have  had  such  a  4-week  subscription  within  the  past 
six  months. 

I 


□  ONE  YEAR- $167 
(52  EDITIONS) 


□  3  MONTH  TRIAL- J  44 
(13 


(13  EDITIONS) 


Send  me  the  complete  service  tor  the  term  checked  plus 
I  —as  a  bonus-the  2-volume  Investors  Reference  Library 
I     consisting  of  Value  Line  sections  published  during  the 

13  weeks  preceding  start  of  this  subscription. 


|     □  Payment  enclosed 


C  Bill  me 


□  FOUR  WEEK  TRIAL- 15 
(4  EDITIONS) 

Send  me  a  4-week  introduc- 
tory subscription  to  the  full 
service  lor  $5.  I  enclose 
payment 


If  dissatisfied  for  any  reason.  I  have  up  to  30  days  to  return  the  material 
for  a  full  refund  under  your  money-back  guarantee. 


Name  (please  print). 


I 

I     Address 


City. 


Zip 


(Subscription  fees  are  deductible  for  income  tax  purposes.  N.Y.C.  residents, 
please  add  6%  sales  tax;  other  N.Y.  State  residents,  add  applicable  sales  tax.) 

THE  VALUE  LINE 

[INVESTMENT   SURVEY 

Published  by  Arnold  Bernhard  &  Co  ,  Inc. 
5  EAST  44th  STREET,  NEW  YORK,  N.  Y.  10017 

(No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.) 
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...in  the  course  oj  getting 
ana  doing  business. 


Some  business  is  done  in  the  office. 

Lots  of  business  is  done  on  the  golf  course,  especially  at  the  19th  hole. 

But  317  times  more  business  is  done  with  knives  and  forks  than  with  golf  sticks." 

More  of  the  Big  Deals  and  littler  deals,  more  of  the  big  sales  and  certainly  the  most  sales  are  made  in  New  York  restaurants  than 

anywhere  else  in  the  world.  Because  New  York  is  the  headquarters  for  more  major  American  business,  for  more  buyers  and  sellers,  than 

anv  other  city  on  earth.  The  plants  that  make  the  stuff  that's  sold  are  scattered  all  over  the  country,  but  the  sales  take  place  in  the  caves 

of  that  man-made  granite  mountain  on  Manhattan. 

In  New  York  City  too  often  eating  out  means  eating  your  heart  out.  Mediocre  food.  Frustrating  "service."  Astronomic  prices  for 
gastronomic  disasters. 

Why  eat  your  money  to  no  good  purpose? 

Beginning  with  the  first  issue  of  Forbes  Magazine's  new  Restaurant  Guide,  you  can  know  where  it's  at  in  New  York. 

Take  the  guesswork  out  of  how  to  dine,  wine  and  win  friends  and  influence  clients.  Become  a  charter  subscriber  to 

FORBES  MAGAZINE'S  RESTAURANT  GUIDE 


Starting  January  1,  1970,  and  every  week  thereafter  —  Forbes 
Magazine's  Restaurant  Guide  will  tell  you  where  and  how  much 
—  the  best  eating  is  in  New  York  City. 

It  is  a  sound,  skillfully  edited  guide  for  the  discriminating 
executive-entertainer  who  wants  the  thrill  of  "discovering"  a  truly- 
outstanding  restaurant— and  the  joy  of  having  his  guests  enjoy  it 
as  much  as  he  dots. 

Here's  how  it  will  be  new  and  different: 

1.  Forbes-trained  reporters  \isit  restaurants  incognito  to  get  the 
true  picture  of  the  everyday  food  and  lervice.  No  review  will 
be  made  unless  at  least  two  different  staff  members  have  had 
their  impressions  compared  and  evaluated. 

2.  Each  review  will  be  complete  in  every  detail— location— reser- 
\ation  instructions— credit  card  details— quality  of  wine  list- 
hours  open— cost  of  meals  served  and  price  range  of  other 
meals  —  decor  and  atmosphere  —  type  of  clientele  —  and,  if 
applicable,  notes  on  history,  restauranteur,  chef,  maitre  d' 
and  other  highlights  which  might  add  to  your  enjoyment  of 
a  particular  restaurant. 

3.  Ratings,  from  none  to  one  to  a  very  rare  few  four  stars,  will 
be  based  on  overall  excellence  -  but  the  accent  will  be  on 
food.  A  restaurant  will  never  receive  a  higher  rating  than 
the  food  deserves.  Decor  or  service  can  lower  a  rating,  but 
never  raise  it. 

4.  A  variety  of  reporters  will  give  foil  an  individual's  insight 
into  what  is  colorful  and  important,  rather  than  the  usual 
stereotvped  review.  It  will  be  a  "one-stop"  guide  to  help  you 
select  new  and  different  restaurants  you  will  want  to  add  to 
your  list  of  favorites. 

Although  this  will  be  "the"  guide  to  New  York  dining,  you  will 
also  receive,  from  time  to  time,  interesting  Special  Reports  on 
such  gourmet  subjects  as: 

The  whys,  whuts,  and  hows  of  wines 
Who  sits  where 

How  to  "read"  a  menu 
Tips  on  tipping 
Lists  of  "off  beat"  restaurants  for  little  lunches  or  big  dinners 
Where  to  get  the  biggest  and  driest  martinis 
Details  on  specific  foreign  cuisines 
Spots  for  that  "intimate  rendezvous" 
Notes  on  table  culture 

"According  to  figures  we  just  made  up. 


And,  very  important,  a  periodic  cumulative  index  will  help  you 
quickly  and  conveniently  to  build  up  your  own  guide  to  New 
York's  finest  restaurants  —  have  a  fast  "locator"  of  exactly  the  type 
of  restaurant  you  wish  for  that  important  buyer. 

In  short,  Forbes  Magazine's  Restaurant  Guide  will  be  your  own 
"comparison  shopper."  Backed  by  the  vast  resources  of  the  Forbes 
organization  and  edited  with  the  same  meticulous  attention  to 
fact  and  detail  that  is  found  in  the  internationally-known  and 
respected  Forbes  Magazine,  it  will  be  your  personal  guide  to  where 
and  how  much  the  good  eating  is  in  New  York  City. 

To  see  for  yourself  how  important  a  business  asset  Forbes 
Magazine's  Restaurant  Guide  can  be  for  you,  accept  this  invitation 
to  become  a  charter  subscriber  at  the  special  charter  subscription 
rate  of  $24  for  the  first  52  issues.  The  subscription  rate  after  pub- 
lication starts  will  be  $36  a  year. 

ACT  NOW!  SAVE  YOURSELF  $12 
AND  FROM  ULCERS! 


tm  wmamimos^ti  ir  r  niM 


Forbes  Magazine's 

60  FIFTH  AVENUE,  NEW  YORK,  N.Y.  10011 

□  Please  send  me  Forbes  Magazine's  new  Restaurant 
Guide  for  one-year  (52  weekly  issues  covering  over 
200  restaurants).  I  understand  I  am  entitled  to  your 
"Charter  Subscriber"  rate  of  $24  annually  instead  of 
the  regular  $36  rate. 

□  $24  enclosed  (  2  Extra  Issues )  □  Bill  me 


NAME 


ADDRESS- 


CITY. 


STATE- 

R  0128 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Po  ten  tials  For  Applica  tion 


l.\  previous  columns,  I  expressed 
the  opinion  that  a  shift  in  issue  em- 
phasis was  likely  to  occur  within  the 
Framework  of  the  averages,  a  shift 
away  From  the  stocks  which  had  en- 
joyed private  bull  markets  as  a  result 
of  their  seemingly  assured  earnings 
prospects  irrespective  of  the  economy 
as  a  whole.  It  seemed  to  me  then,  and 
still  does,  that  too  little  attention  had 
been  given  to  the  fact  that  good 
earnings  visibility  is  far  from  a  growth 
company  monopoly,  that  the  promise 
of  a  better  1970  can  be  found  in 
companies  which  do  not  necessarily 
have  special  technological  capabilities. 
Furthermore,  there  is  a  point  at 
which  the  risk/reward  ratio  can  be- 
come distorted  in  relation  to  the  values 
offered  in  less  exploited  areas  of  the 
marketplace. 

Illustrative  of  the  point,  there  is 
nothing  particularly  new  in  the  bright 
outlook  for,  say,  the  cosmetics  and 
computer  industries — and  it  takes  a 
surprise  to  make  a  dramatic  new 
price  trend.  The  promise  of  faster 
growth  than  the  economy  as  a  whole 
achieves  does  not  carry  with  it  a  guar- 
antee ol  uninterrupted  progress.  Wit- 
ness the  problems  now  developing  in 
the  franchise  business,  the  slowed 
growth  in  the  mobile-home  field.  If 
the  first  quarter  and  first  half  of  1970 
are  to  be  more  painful  than  is  now 
generally  visualized,  the  already  ex- 
ploited issue  areas  could  have  more 
than  average  downside  vulnerability. 
Conversely,  if  the  consensus  view  of 
a  comfortable  readjustment  and  later 
upturn  is  to  In  accommodated,  inter- 
est almost  automatical!)  would  How- 
to  a  much  wider  cross-section  of  the 
economy  than  has  been  in  the  market 
spotlight  up  to  now.  An  early  view  of 
1970  earnings  possibilities  indicates 
that  earnings  on  the  Dow  industrial 
average  could  approximate  this  year's 
results,  but  most  Dow-type  stocks  are 
capitalizing  earnings  modestly. 

Beyond  fhe  Obvious 

I  don't  mean  to  imply  that  all  high- 
multiple  stocks  should  be  avoided  or 
that  the  growth  stock  concept  sud- 
denly has  become  fallacious.  Rather, 
my  point  is  that  a  time-tested  yard- 
stick   of    stock    selection    may    have 

Mr.  Lurie  is  a  partner  in  the  New  York  Slock 
Exchange  firm  ol  Josephthal  &  Co. 


been  carried  to  an  extreme,  and  the 
dynamics  of  supposedly  assured 
growth  is  not  "the  only  game  in 
town."  There  were  few  who  earlier 
this  year  recognized  the  possibility 
that  the  seemingly  slow-growing 
ethical  drug  industry  woidd  be  one 
of  the  market's  star  performers.  Even 
fewer  would  have  considered  the  do- 
mestic copper  companies  as  being  a 
candidate  for  special  attention  in 
recent  months,  but  the  group  never- 
theless has  performed  admirably.  In 
other  words,  speculative  excitement 
at  times  can  develop  in  the  least  ex- 
pected places,  even  in  the  case  of 
the  more  traditional  or  stuffy  indus- 
tries, once  a  turnabout  is  in  prospect 
or  the  point  is  at  hand  where  the 
price  of  the  stock  dictates  a  willing- 
ness  to   anticipate  the  turn. 

In  my  opinion,  Deere  i?  Co.  (now 
selling  around  42,  paying  $2  with  a 
1969  range  of  57-35)  is  an  excellent 
illustration  of  a  supposedly  "stuffy 
stock"  which  could  have  an  interest- 
ing appreciation  potential.  Not  just 
because  it  sold  at  75  in  both  1966  and 
1967,  but  because  there  appears  to 
have  been  a  fundamental  turn  for 
the  better  in  the  company's  fortunes. 
Earnings  for  the  fiscal  year  ended  Oc- 
tober were  about  $3.25  per  share  on 
approximately  the  same  volume  as  in 
fiscal  1968  when  strike-depressed 
earnings  were  $2.88  per  share.  In 
part,  the  turnabout  reflects  a  steady 
reduction  in  foreign  losses  which  were 
about  35  cents  per  share  before  taxes 
the  past  fiscal  year  against  about 
$1.70  two  years  earlier.  More  im- 
portant, I  believe  a  comfortable  earn- 
ings increase  is  possible  in  fiscal  1970 
in  that:  1)  foreign  losses  should  be 
lower;  2)  industrial  equipment  sales 
are  expected  to  increase  again;  and  3) 
the  company  will  be  free  of  new 
plant  start-up  expenses  which  were 
quite  costly  in  the  1969  fiscal  year. 
Furthermore,  with  previously  burden- 
some factor\  and  dealer  inventories 
now  at  normal  levels,  Deere's  pro- 
duction will  be  in  line  with  retail 
sales  whereas  it  was  not  in  the  just- 
ended  fiscal  \ear.  There  is  a  high 
degree  of  leverage  in  this  mass  pro- 
duction business. 

Similarly  PPG  Industries  (around 
35,  paying  $1.40,  with  a  1969  range 
of  42-32)  may  be  an  attractive  com- 


mitment in  a  major  old-line  company 
which  is  being  invigorated  by  a  com- 
paratively new  management  team 
that  has  upgraded  the  product  line. 
Witness  the  prospect  that  earnings 
theoretically  could  rise  next  year 
even  if  the  1970  over-all  environment 
were  to  be  a  repeat  performance  of 
the, 1967  mini  recession  (when  PPG's 
sales  and  earnings  declined).  This 
because  the  company's  $800  million 
eight-year  capital  expenditure  pro- 
gram is  at  the  pay  point — it  has  a 
stronger  market  position  and  better 
product  line — plus  many  new  products 
which  didn't  exist  in  1967.  Illustrative 
of  the  point,  the  company's  fiberglass 
division  (57i  of  last  year's  sales)  has 
more  than  tripled  tire  cord  capacity 
to  meet  the  growing  demand  from  the 
tire  industry  and  now  is  PPG's  fastest- 
growing  division.  Second,  the  bulk 
of  the  company's  glass  output  (35/? 
of  last  year's  sales)  now  is  produced 
via  the  new  and  more  profitable  float 
glass  process  and  the  company's  mar- 
ket position  has  been  strengthened  via 
such  product  innovations  as  the  an- 
tenna windshield.  I  expect  this  year's 
earnings  to  be  about  $2.65  per  share 
as  compared  with  $2.37  in  1968,  and 
see  further  progress  in  1970. 

The  Key  Question 

Although  the  stock  market  is 
being  frustrated  by  the  slowness  of  a 
decisive  turnabout  in  the  underlying 
considerations  necessary  for  its  well 
being,  the  fact  remains  that  the  ex- 
plosive nature  of  the  September-No- 
vember advance  in  itself  required  cor- 
rection. Moreover,  this  is  seasonally 
the  time  of  year  when  crosscurrents 
are  inevitable  as  portfolios  are  ad- 
justed in  line  with  tax  considerations. 
Thus,  the  pause  for  refreshment  may 
partly  reflect  previous  vulnerability  to 
disappointment.  It's  also  possible  that 
problems  now  could  make  for  prog- 
ress later.  This  in  the  sense  that  the 
pressures  are  increasing  for  a  mod- 
eration in  our  restrictive  credit  polic) . 
Above  all,  for  the  first  time  in  recent 
memory,  the  market  is  free  of  the 
fears  of  a  new  gold  or  international 
monetary  crisis. 

But  the  real  question  is  whether 
the  consensus  view  ol  the  1970  out- 
look will  be  borne  out  in  time.  But 
if  the  timetable  is  to  be  different 
— or  the  problems  greater — something 
new  will  have  been  injected  into  the 
equation  of  what  makes  stock  prices. 
This  is  the  key  question,  and  it  will 
be  up  for  decision  some  30  to  60  days 
hence.  Meanwhile,  it  seems  to  me 
that  a  compromise  policy  of  some 
reservations  coupled  with  an  interest 
in  stocks  with  a  comfortable  risk/ 
reward  ratio  is  in  order.  ■ 
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STOCK  TRENDS 

By  Charles  Rolo 


9 


The  Nimble  Sheep  &  The  Nimble  Deer 


An  eahly  Rothschild,  who  spoke 
English  with  a  Teutonic  accent,  i: 
credited  with  the  simplest  of  all  for- 
mulas for  success  in  the  stock  market: 
"Buy  sheep  and  sell  deer.'*  In  recent 
months,  the  formula  has  worked 
nicely  for  nimble  traders  willing  t<> 
snatch  a  quick  profit.  Hut  most  of  us 
aren't  that  nimble.  The  sheep  have 
been  turning  into  deer  and  hack  into 
sheep  again  with  such  rapidity  that  it 
has  been  all  too  easy  to  wind  up  buy- 
ing deer  and  owning  I  or  perhaps 
selling)  sheep.  Witness  the  behavior 
of  main  of  the  conglomerates:  sheep 
in  September;  deer  in  October;  sheep 
again  in  November. 

M>  belie!  is  that  conditions  more 
favorable  to  the  trader  than  to  the 
Investor  are  likeK  to  prevail  for  sev- 
eral months.  The  fundamentals  will 
have  to  look  a  bit  more  promising 
the  basis  foi  an  honest-to- 
■DodnesS  bull  market  takes  shape. 
Riuht  now  the  fundamentals  are.  to 
put  it  bluntly,  awful.  November's 
developments  dashed  October's  hopes 
for  a  momentous  step  toward  disen- 
ient  from  Vietnam  and  for  an 
leasing  of  interest  rates  early  in  1970. 
pveryone  knows  that  the  longei  anti- 
inflation  measures  are  sustained  at 
full  throttle,  the  greater  are  the 
chances  of  a  bad  recession.  And  there 
are  other  negative  elements. 

•  There  is  no  immediate  prospect 
for  a  let-up  in  the  squeeze  on  profit. 

•  With  man)  labor  contracts  up 
for  renewal  in  WH),  industry  faces  a 
Hobson's  choice  between  costly 
strikes   and   exorbitant   settlements. 

•  The  nation  is  in  a  mood  of  ex- 
acerbated unrest,  which  is  hardly 
conducive  to  a  state  of   "confidence." 

.•  The  President  is  at  odds  with 
Congress,  and  the  historical  record 
shows  that  breaches  between  the 
executive  and  the  legislative  branches 
create  major  uncertainties  about 
money  matters. 

On  the  positive  side,  the  market 
has — to  a  large  extent,  though  not 
perhaps  entirely — discounted  these 
adverse  fundamentals,  and  I  suspect 
that  the  [eremiahs  forecasting  a 
plunge  to  unmentionable  levels  will 
once  again  be  proved  false  prophets. 


A  guest  columnist,  Mr.  Rolo  is  a  security 
analyst  with  the  New  York  Stock  Exchange 
firm  of  H.  Hentz  *  Co. 


Moreover,  the  stock  market  is  cur- 
rently an  oasis  of  liquidity  in  a  mone- 
tary Sahara.  Mutual  fund  cash  hold- 
ings ($4.6  billion)  are  close  to  record 
levels  and  the  pressure  for  perform- 
ance remains  formidable. 

Thus  the  type  of  market  I  foresee 
over  the  next  few  months  might  be 
described  as  a  bull-and-bear  market, 
or  perhaps  a  sheep-and-deer  market. 
It  will  be  a  market  seesawing  within 
a  range  of.  say,  100  points.  You  will 
have  to  be  nimble  to  make  money  in 
it:  Precisely  because  the  over-all  fun- 
damentals are  unfavorable,  large 
amounts  of  performance  money  will 
be  flowing  into  the  relatively  limited 
number  of  stocks  which  appear  to 
have  exceptional  promise.  It  will  be 
a  market  highly  sensitive  to  fashion, 
fad,  and  "concepts"  and  prone  to 
periodic  buv  ing  stampedes  and  fero- 
cious  changes   ol    sentiment. 

In  my  two  previous  columns  for 
FORBES,  I  made  it  plain  that  my  per- 
sonal orientation  is  toward  the  growth 
sectors  of  the  market.  I  would  be  Oil 
the  lookout,  in  periods  of  weakness, 
for  growth  issues  that  undergo  a 
correction.  Vmong  those  that  would 
appeal  to  me  at  somewhat  lower 
levels  are  American  Research  ir  De- 
velopment, Minnesota  Mining,  Com- 
puter Sciences  and   Hausch    6   Lomb. 

Two  companies  whose  growth  pros- 
pects have  been  enhanced  by  the 
mounting  concern  over  pollution  con- 
trol are  Slick  (18)  and  Buffalo  Forge 
(36).  This  year  Slick  has  almost 
doubled  its  business  in  air  pollution 
control  and  it  is  also  the  fourth-larg- 
est factor  in  water  pollution  control 
chemicals.  Per-share  earnings  this 
year  could  be  in  the  area  of  95 
cents  on  a  fully  diluted  basis  VS.  84 
cents  the  year  earlier,  and  an  impres- 
sive gain  looks  feasible  in   1970. 

Buffalo  Forge  is  primarily  engaged 
in  the  production  of  high-quality  air 
handling  and  related  equipment 
that  has  various  uses  in  air  pollu- 
tion control  installations.  Backlogs 
are  at  record  levels,  and  though  a 
strike  penalized  earnings  to  the  tune 
of  15  cents  to  20  cents  a  share,  this 
year's  results  should  be  around  $2.60 
vs.  $2.30  in  1968.  As  its  relationship 
to  air  pollution  control  receives 
greater  recognition,  the  modest  price/ 
earnings  ratio  could  widen.  ■ 


How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 


If  you  have  saved  or  acquired  $5,000  to 
$50,000,  you  naturally  want  to  make  your 
capital  grow.  But  you  may  actually  be  losing 
ground  due  to  inflation  and  taxes. 

To  help  solve  this  problem,  clients  in  55 
countries  have  placed  their  accounts  under 
The  Danforth  Associates  Investment  Man- 
agement Plan,  a  unique  program  originally 
developed  by  a  Boston  family  to  manage 
its  own  common  stock  investments. 

As  in  any  investment  program,  losses  do 
and  will  occur.  However,  the  plan  thus  far 
has  proved  especially  efficient  in  providing 
continuing  capital  growth  supervision  for 
individual  portfolios  starting  with  from 
$5,000  to  $50,000  in  cash  or  securities. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan  and  its 
complete  10-year  "performance  record," 
simply  write  Dept.   J-82. 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  oai8i 

Investment  Management    .    Incorporated  1936 


AFFLUENTS 

FORBES  was  first  meas- 
ured by  the  Simmons 
Study  in  1964. 

Our  readers  median  house- 
hold income  that  year  was 
$9,631-50%  greater 
than  the  U.S.  median. 

It's  five  years  later,  and 
Simmons  finds  that 
FORBES'  median  house- 
hold income  is  up  46% 
-to  $14,060. 

Now  we're  80%  above  the 
national  median. 

That's  FORBES  for  you. 


Getting  Your  Dollars  Worth  in 
MUTUAL  FUNDS? 
Discover  how  proven  research  can  help  you  get  more 
for  your  investment  dollar.  Get  all  the  facts  from 
FundScope,  the  monthly  mutual  fund  magazine.  Special 
offer:  mail  just  $14  for  a  3  month  subscription  plus  the 
Mutual  Fund  Guide  with  308  pages  of  vital  data  on 
380  Funds.  FundScope 

Dept.  F.  Suite  700,  1900  Avenue  of  the  Stars 
Los  Angeles,  California  90067> 
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T.ROWE  PRICE 

mown  stock 

£^FUND,INC. 

L^aIAI^J  Ell.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

carefully  ^elected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

{Keogh  Act) 

Available 


THE  FUNDS 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 
One  Charles  Center,  Dept.  B 
Baltimore,  Md.  21201 


New  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDmc 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  C 

Baltimore,  Maryland  21201  (301)  539-1992 

Name 


Address. 
City 


..State. 


Zip  Code- 


The  Best  Defense 

It  was  like  the  Chicago  Bears  taking 
on  the  Los  Angeles  Rams  without  a 
defensive  team.  Fifteen  months  ago, 
Boston  Common  Stock  Fund  (former- 
ly Canada  General  Fund)  decided  to 
change  from  being  a  fund  investing 
80%  of  its  assets  in  Canadian  stocks 
to  one  concentrating  in  U.S.  issues. 

It  was  the  right  thing  to  do.  "There 
was  a  diminished  interest  in  Canadian 
investing  after  the  tax  went  on,"  says 
Vice  President  George  G.  Loring, 
referring  to  the  1964  Interest  Equal- 
ization Tax  on  Americans'  purchase 
of  foreign  securities.  For  years  before 
and  after  that  time,  the  fund  had  had 
to  redeem  more  old  shares  than  it 
could  sell  new  ones. 

But  late  1968  was  the  wrong  time 
to  change.  The  U.S.  stock  market  was 
just  about  to  go  into  a  sharp  slump. 
The  classic  defense  would  have  been 
to  sell  Canadian  stocks  and  hold  the 
cash,  hoping  to  buy  U.S.  stocks  at 
the  bottom  of  the  market.  But  this 
defense  was  denied  Boston  Common. 

"We  have  a  policy  of  remaining 
pretty  much  fully  invested,"  says 
Loring.  "Ten  per  cent  cash  is  about 
as  much  as  we  can  have.  We  might 
have  liked  to  go  higher,  but  that's 
academic."  The  fund,  therefore,  had 
to  start  reinvesting  its  money  at  the 
top  of  the  market. 

Which  means  that  Loring's  team 
was  victimized  by  1969's  falling  mar- 
ket, right?  Wrong.  The  fund  was  up 
7%  in  the  fiscal  year  ended  Aug.  31 
while  the  Dow-Jones  industrial  aver- 
age was  down  that  much.  The  best 
defense  proved  to  be  a  good,  grind- 
'em-out  offense. 

"We  didn't  go  too  fast,"  says  Lor- 
ing. But  by  the  end  of  the  fiscal  year, 
the  fund  had  sold  Canadian  stocks 
such  as  paper  companies  and  retailers, 
Dominion  Foundries  &  Steel  and  Mas- 
sey-Ferguson,  reducing  its  Canadian 
equity  investments  to  55%  of  the  to- 
tal. The  money  was  reinvested  in 
stocks  like  Travelers  ("management 
is  attacking  aggressively  the  problems 
of  a  casualty  insurer"),  Armstrong 
Rubber  ("they  are  a  supplier  to 
Sears,  Roebuck,  a  helluva  good  re- 
tailer"), Schering  and  Rubbermaid. 

Hands  Off 

"Maybe  we  didn't  do  some  things 
that  other  people  did,"  Loring  goes 
on.  "We  didn't  get  caught  with  con- 
glomerates. We  felt  that  nine  out  of 
ten  were  jimmying  their  earnings, 
and  you  bad  to  work  awfully  bard  to 
find  the  tenth  that  wasn't." 


There  had  to  be  a  hitch  or  two, 
of  course.  "We've  made  some  mis- 
takes, I  assure  you,"  says  Loring.  For 
one  thing,  BC  sold  Alcan  Aluminium 
and  Noranda  Mines.  "Alcan's  done 
pretty  well  relative  to  the  market  this 
year  and  Noranda  hasn't  done  too 
badly,"  he  says.  Texaco  was  another 
mistake.  "We  thought  the  earnings 
were  going  to  move  ahead  this  year/ 
They  dropped. 

But  Loring  was  sure  of  his  luck 
last  summer  when  the  fund  an- 
nounced a  big  capital  gains  distribu- 
tion of  $10.9  million  from  the  sale 
•  of  some  of  its  Canadian  stocks.  "It 
was  just  under  25%  of  the  fund," 
Loring  notes.  If  most  stockholders 
bad  taken  cash  it  would  have  put  a 
sizable  crimp  in  BC's  reinvestment 
plans.  "It  would  have  been  a  tremen- 
dous problem,"  admits  Loring.  "But 
we  got  over  90%  to  take  shares  in- 
stead. We  were  expecting  more  cash 
to  go  out.", 

The  fund  still  has  substantial  un- 
realized capital  gains  but  is  content 
to  let  some  of  them  ride.  Like  Dome 
Petroleum,  which  recently  was  worth 
nine  times  what  the  fund  paid  for  it, 
accounting  for  about  12%  of  Boston 
Common's  total  assets  of  $48  million. 

"Dome  Petroleum  is  a  very,  very 
volatile  stock,"  says  Loring.  "We 
sweat  this  out,  believe  me,  because  it 
really  affects  the  movement  of  our 
own  stock.  But  they  have  discovered 
some  pretty  prolific  fields  in  Canada. 
If  we  sold  it,  we  couldn't  buy  it  back.' 
He  couldn't  because  no  new  purchase 
can  exceed  5%  of  the  fund's  assets. 

Canadian  Pacific" — 6%  of  BC's  as- 
sets— is  another  for  the  long  pull. 
"Our  cost  is  a  little  over  a  third  of 
what  it's  selling  at  now,"  Loring  says. 
"They've  gotten  quite  aggressive  in 
natural  resource  development.  They 
own  a  big  airline.  They  have  a  heck 
of  a  lot  of  land  spread  across  Cana- 
da." It  is  Canadian  holdings  like 
these  that  make  it  hard  for  Loring  to 
predict  what  percentage  of  assets 
eventually  will  be  shifted  to  U.S. 
stocks. 

So  far,  that  transformation  has  gone 
more  smoothly  than  Loring  had  a 
right  to  expect.  Nevertheless,  Boston 
Common  still  has  redemption  prob- 
lems. In  fiscal  1969,  even  though  the 
fund  had  substantial  sales  for  the  first 
time  in  years,  redemptions  outpaced 
new  cash  sales  by  nearly  two-to-one. 
"A  new  product  sells  better  than  an 
old  product,  and  essentially  this  is 
an  old  product,"  says  Loring  philo- 
sophically, referring  to  his  fund's 
"remodeled"  look. 

What  BC  must  do  to  reverse  the 
trend  is  to  show  that  the  past  year  was 
no  fluke,  that  it  can  perform  well  con- 
sistently. In  the  past,  this  simply  has 
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not  been  the  case.  In  the  last  five 
years,  its  average  gain  was  just  5%. 
Investors  could  get  that  much  in  a 
savings  account. 

Numbers  Game 

Mutual  funds  are  supposed  to  be 
bought  for  the  long  haul,  aren't  they? 
You  don't  buy  and  sell  fund  shares 
the  way  you  trade  a  common  stock. 

Well,  that's  what  most  fund  Share- 
holders believe.  But  now  Arthur  Up- 
per Corp.  has  brought  out  a  new, 
computerized  statistical  service  that 
is  supposed  to  help  evaluate  mutual 
funds.  Published  quarterly,  it  offers 
tidbits  about  a  fund's  portfolio,  such 
as  the  average  price  earnings  ratio, 
the  percentage  comprised  by  the  five 
largest  investments  and  the  average 
S&P  quality  rating. 

Harold  S.  Oberg,  the  Arthur 
Lipper  vice  president  who  designed 
the  service,  says  it  will  help  invest- 
ment managers  decide  which  Fund 
to  bu> .  "It's  a  new  tool  to  aid  in 
the  accuracy  of  decision-making. 
When  you  think  the  market  may  be 
headed  up,  you  may  buy  an  aggres- 
sive hind.  When  you  guess  it  is  going 
down,  you  ought  buy  a  more  defen- 
sive  fund,"  he  says. 

That's  a  long  way  from  the  original 
idea  of  mutual  Funds.  Most  experi- 
enced investors  believe  you  buy  a 
fund  because  you  think  its  manage- 
ment can  shepherd  your  money 
through  good  markets  and  bad.  You 
don't  start  trying  to  outguess  it  about 
the  direction  of  the  market. 

Oberg  plays  down  the  idea  that  Up- 
per's study  will  be  used  For  trading: 
"If  it  is  used  every  quarter  to  jump 
from  fund  to  fund,  you  are  defeating 
your  own  purpose."  Yet  at  Dec. 
31,  1968,  liis  figures  show  Dreyfus 
Fund  with  an  average  price/earnings 
ratio  of  only  23  while  American  In- 
vestors' was  33.  That  might  lead  the 
bearish  investor  to  sell  American  In- 
vestors and  huv  Dreyfus,  not  a  bad 
move  considering  American  Investors 
is  down  26?  this  year  while  Dreyfus 
is  down  only   10';'. 

There's  another  problem,  too.  Up- 
per's service  is  too  costly  ($5,000  cash 
or  $10,000  in  brokerage  commissions) 
For  the  individual  investor.  It  will  go 
to  institutions,  which  currently  own 
I  mutual  fund  shares.  But  large 
amounts  ol  <  ash  Bowing  in  and  out 
of  a  mutual  fund  hurt  its  perform- 
ance. So  where  does  that  leave  the 
small  investor? 

"The  service  is  intended  for  long- 
term  evaluation,"  says  Oberg,  not  for 
trading.  That  may  be  its  purpose,  but 
th.it  doesn't  necessarily  mean  that's 
the  way  it  will  be  used.  ■ 


WHICH  3  OF  MORE  THAN  70 


(no  broker  fee) 


ARE  REBOUNDING  BEST? 


AFUTURE 

INV.  INDICATOR 

NEW  HORIZONS 

AMER.  INVESTORS 

IVY  FUND 

ONE  WILLIAM  ST. 

COLUMBIA  GROWTH 

MATES  FUND 

PENNSYLVANIA 

ENERGY  FUND 

MATHERS  FUND 

SCUDDER  SPECIAL 

GIBRALTOR  FUND 

NEUWIRTH  FUND 

SHERMAN  DEAN 

AGGRESSIVE 
GROWTH  FUNDS 

REPORT 

NOW.GtTfULl  fUND  COVERAGt 

under  the  experienced  supervision  of  Chas.  H. 
Thomas,  the  staff  of  AGFR  informs  you  briefly, 
concisely,  clearly,  exactly  how  to  manage  your 
funds  ...  a  complete  profitable  guide  to  mutual 
fund  investment. 

MOST  ATTRACTIVE  FUNDS 

Each  month  the  top  performing  LOAD  and  NO- 
LOAD  funds  are  rated  for  your  immediate  action. 

SUPERVISED  LIST 

Continuing  appraisal  of  funds  preselected  for 
maximum  growth. 

NO-LOAD  /LOW-LOAD  FUNDS 

Continuing  rating  of  these  dynamic  growth  funds. 

AGGRESSIVE  FUNDS  APPRAISAL 

Individual  funds  analyzed  in  depth  for  growth 
potential 

BUY /SELL  RECOMMENDATIONS 

Specific  funds  are  selected  for  your  portfolio 
additions  and  deletions. 

PLUS:  Past  Performance  Records  *  No-Load  Fund  Addresses 
Mutual  Fund  Highlights  -  Current  Market  Comment. 


You    will    receive    current    issue 
containing    all  these  reports,   plus 
special  survey  of  selected 
NO-LOAD   FUNDS  showing  which 
3   Funds  are   rebounding  best. 


I    Choi.  H.  Thomas.  Inc  ,  Depl.  F-51-9 
P.O   Box  667.  lot  Alioi,  Calif   94022 


JUST  $1. 


AGFR  is  America's  first  completely 
unbiased  newsletter  keeping  you  fully 
informed  on  important  changes  in 
Aggressive   Growth  Funds  each  month. 


Gentlemen:    I    enclose    $1.    Please    send 
Current  AGFR  Report  plus  survey  of 
NOIOAD  Fundi. 
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INVESTMENT 
MANA3E.VIENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks -the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -  we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 

SPEAR &  SPffl  NG 

Investment  Management  Division    Dept.  MF-D  15 
Babson  Park.  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name. 


Address. 


.State. 


-Zip_ 


WHEELS 

The  1969  Simmons  Study  shows  that 
61.5%  of  FORBES'  readers  own  two  or 
more  cars. 

Among  all  57  publications  measured 
in  this  study,  FORBES  has  the  top 
concentration  of  these  multi-car 
households. 

FORBES  readers  don't  just  own 
American  business. 


They  run  it. 


Forbes:  capitalist  tool 


READERS  SAY 


(Continued  from  page  9) 

last-ditch  effort  merits  better  marks  than 
you  give. 

— William  C.  Dredge 

Vice  President  Public  Relations. 

STP  Corp. 

Des  Plaines,  111. 

Some    Catching    Up   to   Do 

•  Sir:  If  R.  Bruce  Ricks  (Money  Men, 
Nov.  15)  is  just  discovering  "socially 
significant  stock"  he  is  a  bit  behind  the 
times.  For  several  years  the  Mutual  Real 
Estate  Investment  Trust  (M-REIT), 
which  invests  in  integrated  housing,  has 
had  a  good  bit  of  success  in  selling  its 
stock.  The  Ford  Foundation  is  among 
its  stockholders. 

— Elaine  Graham 
New  York,  N.Y. 

Color  It  Green? 

Sir:  Reading  the  article  "We  Gave  at 
the  Office  .  .  ."  (Forbes,  Dec.  1),  reas- 
sured me  that  the  majority  of  American 
businessmen  still  don't  realize  that  there 
is  such  a  thing  as  social  responsibility  in 
management.  Smith  Kline  French  Labor- 
atories was  recently  cited  by  the  Dela- 
ware Valley  Council  as  the  company  of 
the  year  for  its  involvement  in  housing 
rehabilitation,  job  training,  and  youth- 
development  programs.  Thomas  Rauch, 
president  of  the  firm,  made  a  few  remarks 
that  everyone  should  carefully  listen  to: 
"You  can't  really  help  people  by  just 
handing  out  money.  You've  got  to  get 
involved." 

Most  businessmen  suffer  from  the  naive 
delusion  that  any  problem  can  be  solved 
by  painting  it  green.  There  are  some 
firms  taking  personal  interests  in  the  ills 
of  our  communities,  but  not  enough  of 
them. 

— Kerry  G.  Kirschnek 
Ridgefield.  Conn. 

The  Big  Bang 

Sir:  In  the  Forbes  Dec.  1.  issue  (Fact 
ir  Comment)  you  refer  to  "the  name  of 
the  dead  old  gunpowder  maker."  Nobel 
made  his  money  as  the  inventor  of  dyna- 
mite— "the  big  bang!"  Remember? 

— Carlton  Kewfer 
Sarasota.  Fla. 

A  Private  Concern 

Sir:  In  your  Nov.  1  "Trends  &  Tan- 
gents" column,  you  reported  that  the 
"world's  biggest  microwave  chicken 
cooker"  will  be  installed  by  Varian,  Inc. 
for  Victor  F.  Weaver,  Inc.  This  is  correct. 
However,  the  implication  that  Weavers 
is  owned  by  Varian,  Inc.  is  incorrect. 
Weaver  is  privately  owned. 

— John  R.  Kennel 

Secretary, 

Victor  F.  Weaver,  Inc. 

New  Holland,  Pa. 
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DIVIDEND  NOTICE 

TUCSON  GAS  &  ELECTRIC  COMPANY 
Tucson,  Arizona 

A  quarterly  dividend  of  eighteen 
cents  per  share  had  been  declared 
on  the  $2.50  par  value  common  stock 
of  the  company,  payable  December 
22,  1969  to  shareholders  of  record 
at  the  close  of  business  on  Decem- 
ber 8,  1969.  Checks  will  be  mailed. 

W.  D.  Brooks 

Vice  President  and  Treasurer 


TUCSON  GAS  &  ELECTRIC  COMPANY 


E.I.OU  PONT  DE  NEMOURS  &  COMPANY 

Wilmington.  Del  November  17,  1969 
The  Board  of  Directors  today  declared 
regular  quarterly  dividends  of  $1.1  2V2  a 
share  on  the  Preferred  Stock — $4,50  Series 
and  87',  j  <  a  share  on  the  Preferred  Stock 
— $3.50  Series,  both  poyable  January  24, 
1970,  to  stockholders  of  record  at  the 
close  of  business  on  January  9,  1970; 
also  $  I  50  a  share  on  the  Common  Stock 
os  the  year-end  dividend  for  1969,  poy- 
able December  13,  1969,  to  stockholders 
of  record  at  the  close  of  business  on 
November   25,    1969 

H.  T.  Bush,  Jr.  Secretary 


Better  things  for  txtter  living 
through  chemistry 


Baltimore,  Maryland  21203 
The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  one 
dollar  a  share,  payable 
January  31,  1970,  to  stock- 
holders of  record  Decem- 
ber 19,  1969. 

WILLIAM  R.  PHELAN 
Vice  President-Treasurer 
and  Secretary 
November  26,  1969 


One  out  of 
every  24  subscribers 
to  Forbes  Magazine 
is  a  millionaire. 

Do  they  read  it 

because  they  are? 

Or are they 
because  they  read  it? 
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HOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


A  gift  much  expected  is  paid,  not 
given.  — George  Herbert 


There  is  a  gift  that  is  almost  a 
blow,  and  there  is  a  kind  word  that  is 
munificence;  so  much  is  there  in  the 
way  of  doing  things. 

— Arthur  Helps 


What  is  called  generosity  is  usually 

only  the  vanity  of  giving;  we  enjoy 

the  vanity  more  than  the  thing  given. 

— La  Rochefoucauld 


All  our  actions  take  their  hue  from 
the  complexion  of  the  heart,  as  land- 
scapes their  variety  from  light. 

— Francis  Bacon 


There  is   no  odor  so   bad   as  that 
which  arises  from  goodness  tainted. 

— Henry    David   Thoreau 


To  act  from  pure  benevolence  is 
not  possible  for  finite  beings.  Human 
benevolence  is  mingled  with  vanity, 
interest  or  some  other  motive. 

— Samuel  Johnson 


Kindness    is  the    golden    chain  by 
which  society  is  bound  together. 

— Goethe 


We   should   render  a  service    to    a 

friend  to  bind  him  closer  to  us,  and 

to  an  enemy  to  make  a  friend  of  him. 

— Cleobui.us 


People  are  happier  at  Yuletime  be- 
cause they  take  the  milk  of  human 
kindness  out  of  the  deep  freeze. 

— Arnold  Glasow 


Let  him  who  exhorts  others  to  give, 
give  himself.  — Latin  Proverb 


B.  C.  FORBES 

Christmas  is  glorious.  I  love 
the  season,  the  Spirit  of  Christ- 
mas. If  your  heart  is  in  the  right 
place,  it  affords  you  appropriate 
opportunity  to  do  things  for  oth- 
ers, to  express  your  good  will, 
to  let  yourself  go  sentimentally, 
philanthropically . 

The  Christmas  Spirit  brings 
home  to  us — or  should  bring 
home  to  us — the  profound  Bib- 
lical truth  that  "it  is  more 
blessed  to  give  than  to  receive." 
Anything  which  inspires  unself- 
ishness makes  for  our  ennoble- 
ment.  Christmas  does  that. 

I  am  all  for  Christmas. 


Noble  blood  is  an  accident  of  for- 
tune; noble  actions  are  the  chief  mark 
of  greatness.  — Carlo  Goldoni 


The  essence  of  true  nobility  is  ne- 
glect of  self.  — James  A.  Froude 


From  winter,  plague  and  pestilence, 
good   Lord,   deliver   us! 

— Thomas  Nashe 


It.  is  a  fine  seasoning  for  joy  to  think 
of  those  we  love.  — Moliere 


The  very  society  of  joy  redoubles 
it;  so  that,  while  it  fights  upon  my 
friend,  it  rebounds  upon  myself,  and 
the  brighter  his  candle  burns,  the 
more  easily  will  it  light  mine. 

— Robert  South 


It  is  a  beautiful  and  blessed  world 
we  live  in,  and  while  life  lasts,  to  lose 
the  enjoyment  of  it  is  a  sin. 

— A.  W.  Chambers 


Man  is  not  on  the  earth  solely  for 
his  own  happiness.  He  is  there  to  real- 
ize great  things  for  humanity. 

— Vincent  Van  Goch 


The  wise  man  seeks  little  joys, 
knowing  that  life  is  long  and  that 
his  quota  of  great  joys  is  distinctly 
limited.  — William  Feather 


Human    beings  do   not   do  all   the 
evil  of  which  they  are  capable. 

— Henry  de  Montherlant 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  (Sales  tax:  New 
York  State,  from  3%  to  6%;  New 
York  City,  6%.) 


Do  as  you  would  be  done  by,  is  the 
surest  method  of  pleasing. 

— Lord  Chesterfield 


Philanthropy  [has  become]  simply 
the  refuge  of  people  who  wish  to  an- 
noy their  fellow  creatures. 

— Oscar  \\w  di 


A  Text... 


Sent  in  by  Mrs.  Charles  E. 
Hunter,  Matteson.  111.  What's 
your  favorite  text. 'The Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


Let  the  field  be  joyful,  and  all  that  is 
therein:  then  shall  all  the  trees  of  the 
Wood  rejoice. 

—Psalm  96:12 
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